Fiscal  Notes  Prepared  by  the  Missouri  State  Auditor's  Office  in  2016 


Fiscal  Note 

Date 

Fiscal  Note  Description 

Date  Submitted  to 

Number 

Received 

Secretary  of  State 

16- SJ  R 1 

01/12/2016 

Senate  J oint  Resolution  - Sales  and  Use  Tax  for  Soil  and  Water  Conservation  and  for  State 
Parks 

02/11/2016 

16- HJ  R 53 

05/26/2016 

House  J oint  Resolution  53  (Voter  1 dentification) 

06/27/2016 

16-223 

03/23/2016 

Proposal  Related  to  Chapter  72,  RSMo,  version  2 (Brown)  - Shall  the  Village  of  Riverview  Become  a City  of 
Fourth  Class 

Rejected  by  Secretary 
of  State 

16-222 

03/18/2016 

Proposal  Related  to  Chapter  321,  RSMo  (Brown)  - Consolidation  of  Castlepoint,  Riverview,  and  Moline  Fire 
Protection  Districts  Into  One  Fire  Protection  District 

Rejected  by  Secretary 
of  State 

16-221 

03/16/2016 

Proposal  Related  to  Chapter  235,  RSMo  (Brown)  - Annexation  of  the  Castlepoint  Street  Light  District  of  St. 
Louis  County 

Rejected  by  Secretary 
of  State 

16-220 

02/24/2016 

Proposal  Related  to  Chapters  286  & 143,  RSMo  (Apple)  - The  Climate  Crisis  Response  Project 

03/25/2016 

16-219 

01/28/2016 

Proposal  Related  to  Chapter  386,  RSMo  (Klindt)  - Net  Metering  and  Easy  Connection  Act 

Withdrawn  by 
Petitioner 

16-218 

01/22/2016 

Proposal  Related  to  Chapter  386,  RSMo  (Klindt)  - Net  Metering  and  Easy  Connection  Act 

Withdrawn  by 
Petitioner 

16-217 

01/21/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  46  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-216 

01/14/2016 

Proposal  Related  to  Chapter  451,  RSMo  (Brown)  - Separation  of  Church  and  State 

Rejected  by  Secretary 
of  State 

16-215 

01/11/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  12  (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

02/11/2016 

16-214 

01/11/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  11  (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

02/11/2016 

16-213 

01/11/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  10  (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

02/11/2016 

16-212 

01/05/2016 

Proposal  Related  to  Chapters  196  and  210,  RSMo,  version  5 (Ketcher)  - Tobacco  Tax 

02/04/2016 

16-211 

01/05/2016 

Proposal  Related  to  Chapters  196  and  210,  RSMo,  version  4 (Ketcher)  - Tobacco  Tax 

02/04/2016 

16-210 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  45  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-209 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  44  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-208 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  43  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-207 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  42  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-206 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  41  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-205 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  40  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-204 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  39  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-203 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  38  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-202 

01/04/2016 

Proposal  Related  to  Chapter  386,  RSMo,  version  37  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-201 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  36  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-200 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  35  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-199 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  34  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-198 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  33  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-197 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  32  (Zellers)  - The  Clean  Energy  Independence  and 
1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-196 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  31  (Zellers)  - The  Clean  Energy  Independence  and 
1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-195 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  30  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-194 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  29  (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-193 

12/23/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  28  (Zellers)  - The  Clean  Energy  Independence  and 
1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-192 

12/23/2015 

Proposal  Related  to  Chapters  196  and  210,  RSMo,  version  3 (Ketcher)  - Tobacco  Tax 

01/22/2016 

16-191 

12/23/2015 

Proposal  Related  to  Chapters  196  and  210,  RSMo,  version  2 (Ketcher)  - Tobacco  Tax 

01/22/2016 

16-190 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  18  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-189 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  9 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-188 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  8 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-187 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  7 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-186 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  6 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-185 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  5 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

01/20/2016 

16-184 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  4 (Linhares)  - Missouri  Solar  Energy  Tax  Credit 

Rejected  by  Secretary 
of  State 

16-183 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  3 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-182 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  2 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

Withdrawn  by 
Petitioner 

16-181 

12/18/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  1 (Linhares)  - Missouri  Solar  Energy  Tax 
Credit 

01/20/2016 

16-180 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  17  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-179 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  16  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-178 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  15  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-177 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  14  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-176 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  13  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-175 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  12  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-174 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  11  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-173 

12/17/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  10  (Zellers)  - The  Clean  Energy  1 ndependence 
and  1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-172 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  9 (Zellers)  - The  Clean  Energy  Independence  and 
1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-171 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  8 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-170 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  7 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-169 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  6 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-168 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  5 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-167 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  4 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-166 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  3 (Zellers)  - The  Clean  Energy  Independence  and 
1 nvestment  Act 

Withdrawn  by 
Petitioner 

16-165 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  2 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-164 

12/14/2015 

Proposal  Related  to  Chapter  386,  RSMo,  version  1 (Zellers)  - The  Clean  Energy  Independence  and 
Investment  Act 

Withdrawn  by 
Petitioner 

16-163 

12/14/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  40  (Ketcher)  - Changes  Impacting 
Elected  Officials 

01/15/2016 

16-162 

12/14/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  39  (Ketcher)  - Changes  Impacting 
Elected  Officials 

01/15/2016 

16-161 

12/14/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  38  (Ketcher)  - Changes  Impacting 
Elected  Officials 

01/15/2016 

16-160 

12/14/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  37  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

01/15/2016 

16-159 

12/07/2015 

Proposal  Related  to  Chapter  128,  RSMo  (Apple)  - Congressional  Elections 

01/07/2016 

16-158 

12/04/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  36  (Ketcher)  - Changes  Impacting 

01/05/2016 

the  General  Assembly 

16-157 

12/04/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  35  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

01/05/2016 

16-156 

12/04/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  34  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

01/05/2016 

16-155 

12/04/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  33  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

01/05/2016 

16-154 

12/02/2015 

Proposal  Related  to  Chapter  128,  RSMo  (Apple)  - Congressional  Elections 

01/05/2016 

16-153 

11/25/2015 

Proposal  Related  to  Chapters  196  and  210,  RSMo  (Ketcher)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-152 

11/23/2015 

Proposed  Constitutional  Amendment  - Article  1 V (Greim)  - Tobacco  Tax 

12/24/2015 

16-151 

11/20/2015 

Proposal  Related  to  Chapter  178,  RSMo  (Brown)  - Public  Comment  at  Board  Meetings 

Rejected  by  Secretary 
of  State 

16-150 

11/19/2015 

Proposed  Constitutional  Amendment  - Article  1 (Pannett)  - Refugees  from  Syria 

Rejected  by  Secretary 
of  State 

16-149 

11/09/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  32  (Ketcher)  - Changes  Impacting 
Elected  Officials 

12/10/2015 

16-148 

11/09/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  31  (Ketcher)  - Changes  Impacting 
Elected  Officials 

12/10/2015 

16-147 

11/09/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  30  (Ketcher)  - Changes  Impacting 
Elected  Officials 

12/10/2015 

16-146 

11/09/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  29  (Ketcher)  - Changes  Impacting 
Elected  Officials 

12/10/2015 

16-145 

11/09/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  28  (Ketcher)  - Changes  Impacting 
Elected  Officials 

12/10/2015 

16-144 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  27  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-143 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  26  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-142 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  25  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-141 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  24  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

12/08/2015 

16-140 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  23  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

12/08/2015 

16-139 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  22  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

12/08/2015 

16-138 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  21  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-137 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  20  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-136 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  19  (Ketcher)  - Changes  Impacting 
the  General  Assembly 

12/08/2015 

16-135 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  XVI , version  2 (Dundon)  - Medical  Marijuana 

12/08/2015 

16-134 

11/05/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  1 (Dundon)  - Medical  Marijuana 

12/08/2015 

16-133 

11/03/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  18  (Ketcher)  - Changes  Impacting  the  General 
Assembly 

Withdrawn  by 
Petitioner 

16-132 

11/03/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  17  (Ketcher)  - Changes  Impacting  the  General 
Assembly 

Withdrawn  by 
Petitioner 

16-131 

11/03/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  16  (Ketcher)  - Changes  Impacting  the  General 
Assembly 

Withdrawn  by 
Petitioner 

16-130 

10/28/2015 

Proposed  Constitutional  Amendment  - Article  XVI,  version  2 (Dundon)  - Medical  Marijuana 

Withdrawn  by 
Petitioner 

16-129 

10/28/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  1 (Dundon)  - Medical  Marijuana 

Withdrawn  by 
Petitioner 

16-128 

10/20/2015 

Proposed  Constitutional  Amendment  - Article  XV  (Bradshaw)  - Medical  Marijuana 

11/19/2015 

16-127 

10/09/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Dueker)  - House  of  Representatives 

11/10/2015 

16-126 

10/09/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Lamping)  - House  of  Representatives 

11/10/2015 

16-125 

10/08/2015 

Proposed  Constitutional  Amendment  - Article  XVI,  version  2 (Dundon)  - Medical  Marijuana 

Withdrawn  by 
Petitioner 

16-124 

10/08/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  1 (Dundon)  - Medical  Marijuana 

Withdrawn  by 
Petitioner 

16-123 

09/30/2015 

Proposed  Constitutional  Amendment  - Article  III  (Dueker)  - House  of  Representatives 

Withdrawn  by 
Petitioner 

16-122 

09/30/2015 

Proposed  Constitutional  Amendment  - Article  III  (Lamping)  - House  of  Representatives 

Withdrawn  by 
Petitioner 

16-121 

09/28/2015 

Proposal  Related  to  Chapter  178,  RSMo  (Brown)  - St.  Louis  City  and  County  Police  Department  to  Contract 
Campus  Police  Services 

Rejected  by  Secretary 
of  State 

16-120 

09/23/2015 

Proposed  Constitutional  Amendment  - Article  1 , version  2 (Reed)  - Missouri  Career  Centers 

10/23/2015 

16-119 

09/23/2015 

Proposed  Constitutional  Amendment  - Article  1 , version  1 (Reed)  - Missouri  Career  Centers 

10/23/2015 

16-118 

09/17/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  15  (Ketcher)  - Changes  Impacting 
Elected  Officials 

10/20/2015 

16-117 

09/17/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  14  (Ketcher)  - Changes  Impacting 
Elected  Officials 

10/20/2015 

16-116 

09/17/2015 

Proposed  Constitutional  Amendment  - Article  VII,  version  13  (Ketcher)  - Changes  Impacting 
Elected  Officials 

10/20/2015 

16-115 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  17  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-114 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  16  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-113 

09/17/2015 

Proposal  Related  to  Chapters  210  and  149,  RSMo,  version  15  (Greim)  - Tobacco  Tax 

10/20/2015 

16-112 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  14  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-111 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  13  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-110 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  12  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-109 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  11  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-108 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMO,  version  10  (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-107 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  9 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-106 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  8 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-105 

09/17/2015 

Proposal  Related  to  Chapters  210, 196,  and  149,  RSMo,  version  7 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-104 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  12  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

10/14/2015 

16-103 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  11  (Ketcher)  - Changes  1 mpacting 
Elected  Officials 

10/14/2015 

16-102 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  XIV,  version  10  (Ketcher)  - Changes  Impacting 
Elected  Officials 

10/14/2015 

16-101 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  9 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-100 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  8 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-099 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  7 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-098 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  6 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-097 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  5 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-096 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  4 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-095 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  3 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-094 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  2 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-093 

09/10/2015 

Proposed  Constitutional  Amendment  - Article  III,  version  1 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

10/14/2015 

16-092 

09/10/2015 

Proposal  Related  to  Chapters  286  & 143,  RSMo  (Apple)  - The  Climate  Crisis  Response 

10/14/2015 

16-091 

09/04/2015 

Proposal  Related  to  Chapter  192,  RSMo  (Apple)  - The  Missouri  Health  Insurance  Cooperative 

10/05/2015 

16-090 

09/04/2015 

Proposal  Related  to  Chapters  286  and  143,  RSMo  (Apple)  - Public  Sector  Employment 

Withdrawn  by 
Petitioner 

16-089 

09/04/2015 

Proposed  Constitutional  Amendment  - Article  1 (Reed)  - Missouri  Career  Centers 

Rejected  by  Secretary 
of  State 

16-088 

09/02/2015 

Proposal  Related  to  Chapter  393,  RSMo  (Grimes)  - Electric  Suppliers 

Withdrawn  by 
Petitioner 

16-087 

08/26/2015 

Proposal  Related  to  Chapter  393,  RSMo  (Grimes)  - Electric  Suppliers 

Withdrawn  by 
Petitioner 

Withdrawn  by 

16-086 

08/19/2015 

Proposal  Related  to  Chapters  149,  196,  and  210,  RSMo,  version  6 (Greim)  - Tobacco  Tax 

Petitioner 

16-085 

08/19/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  5 (Greim)  - Tobacco  Tax 

09/21/2015 

16-084 

08/19/2015 

Proposal  Related  to  Chapters  149, 196,  and  210,  RSMo,  version  4 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-083 

08/19/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  3 (Greim)  - Tobacco  Tax 

09/21/2015 

16-082 

08/19/2015 

Proposal  Related  to  Chapters  149, 196,  and  210,  RSMo,  version  2 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-081 

08/19/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  1 (Greim)  - Tobacco  Tax 

09/21/2015 

16-080 

08/17/2015 

Proposal  Related  to  Chapter  149,  RSMo,  version  2 (Hatfield)  - Tobacco  Tax 

09/21/2015 

16-079 

08/17/2015 

Proposal  Related  to  Chapter  149,  RSMo,  version  1 (Hatfield)  - Tobacco  Tax 

09/21/2015 

16-078 

08/10/2015 

Proposal  Related  to  Chapters  149,  196,  and  210,  RSMo,  version  6 (Greim  ) - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-077 

08/10/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  5 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-076 

08/10/2015 

Proposal  Related  to  Chapters  149,  196,  and  210,  RSMo,  version  4 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-075 

08/10/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  3 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-074 

08/10/2015 

Proposal  Related  to  Chapters  149,  196,  and  210,  RSMo,  version  2 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-073 

08/10/2015 

Proposal  Related  to  Chapters  149  and  210,  RSMo,  version  1 (Greim)  - Tobacco  Tax 

Withdrawn  by 
Petitioner 

16-072 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  10  (Granich)  - Minimum  Wage 

08/24/2015 

16-071 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  9 (Granich)  - Minimum  Wage 

08/24/2015 

16-070 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  8 (Granich)  - Minimum  Wage 

08/24/2015 

16-069 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  7 (Granich)  - Minimum  Wage 

08/24/2015 

16-068 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  6 (Granich)  - Minimum  Wage 

08/24/2015 

16-067 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  5 (Granich)  - Minimum  Wage 

08/24/2015 

16-066 

07/22/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  4 (Granich)  - Minimum  Wage 

08/24/2015 

16-065 

06/03/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Apple)  - House  of  Representatives 

07/06/2015 

16-064 

05/21/2015 

Proposed  Constitutional  Amendment  - Article  VI 1 1 (Ashcroft)  - Voter  1 dentification 

06/23/2015 

16-063 

05/18/2015 

Proposal  Related  to  Chapter  192,  RSMo  (Apple)  - The  Missouri  Health  1 nsurance  Cooperative 

Withdrawn  by 
Petitioner 

16-062 

05/18/2015 

Proposal  Related  to  Chapters  286  and  143,  RSMo  (Apple)  - Public  Sector  Employment 

Withdrawn  by 
Petitioner 

16-061 

05/18/2015 

Proposal  Related  to  Chapters  130  and  143,  RSMo  (Apple)  - Public  Financing  for  Elections 

06/18/2015 

16-060 

05/13/2015 

Proposed  Constitutional  Amendment  - Article  X,  version  E (Hatfield)  - Limitation  on  1 m posing 
Any  Sales  and  Use  Tax 

06/15/2015 

16-059 

05/13/2015 

Proposed  Constitutional  Amendment  - Article  X,  version  D (Hatfield)  - Limitation  on  1 mposing 
Any  New  Tax 

06/15/2015 

16-058 

05/13/2015 

Proposed  Constitutional  Amendment  - Article  X,  version  C (Hatfield)  - Limitation  on  1 mposing 
Any  Sales  or  Use  Tax 

06/15/2015 

16-057 

05/12/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Wilson)  - Reducing  the  Age  Eligibility  for 
Legislative  Members 

06/11/2015 

16-056 

05/12/2015 

Proposal  Related  to  Chapter  208,  RSMo,  version  1 (Mazur)  - Minimum  Wage  and  Benefits  to 
1 n-Home  Service  Employees  and  Personal  Care  Attendants 

06/11/2015 

16-055 

05/11/2015 

Proposed  Constitutional  Amendment  - Article  X (Hatfield)  - Limitation  on  1 mposing  Any  New 
Tax 

06/11/2015 

16-054 

05/11/2015 

Proposed  Constitutional  Amendment  - Article  X (Hatfield)  - Limitation  on  Imposing  a Sales  of 
Use  Tax 

06/11/2015 

16-053 

05/04/2015 

Proposal  Related  to  Chapter  67,  RSMo  (Apple)  - Minimum  Wage 

Rejected  by  Secretary 
of  State 

16-052 

05/04/2015 

Proposal  Related  to  Chapters  130  and  143,  RSMo  (Apple)  - Public  Financing  for  Elections 

Rejected  by  Secretary 
of  State 

16-051 

05/04/2015 

Proposal  Related  to  Chapters  21  and  105,  RSMo  (Apple)  - Legislative  Salaries 

Rejected  by  Secretary 
of  State 

16-050 

04/27/2015 

Proposal  Related  to  Chapter  610,  RSMo  (Dean)  - Proposed  Statutory  Amendment 

Rejected  by  Secretary 
of  State 

16-049 

04/17/2015 

Proposal  Related  to  Chapters  286  and  143,  RSMo  (Apple)  - Public  Sector  Employment 

Rejected  by  Secretary 
of  State 

16-048 

04/17/2015 

Proposal  Related  to  Chapter  192,  RSMo  (Apple)  - The  Missouri  Health  Insurance  Cooperative 

Rejected  by  Secretary 
of  State 

16-047 

04/15/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  3 (Granich)  - Minimum  Wage 

05/15/2015 

16-046 

04/15/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  2 (Granich)  - Minimum  Wage 

05/15/2015 

16-045 

04/15/2015 

Proposal  Related  to  Chapter  290,  RSMo,  version  1 (Granich)  - Minimum  Wage 

05/15/2015 

16-044 

04/09/2015 

Proposal  Related  to  Chapter  290,  RSMo  (Peterson)  - Minimum  Wage 

Rejected  by  Secretary 
of  State 

16-043 

04/09/2015 

Proposal  Related  to  Chapter  196,  RSMo  (Peterson)  - Regulations  of  Retail  Food  Sales 

Rejected  by  Secretary 
of  State 

16-042 

04/09/2015 

Proposal  Related  to  Chapter  386,  RSMo  (Apple)  - Renewable  Energy 

Rejected  by  Secretary 
of  State 

16-041 

04/09/2015 

Proposal  Related  to  Chapters  130  and  143,  RSMo  (Apple)  - Public  Financing  for  Elections 

Rejected  by  Secretary 
of  State 

16-040 

04/09/2015 

Proposal  Related  to  Chapter  21,  RSMo  (Apple)  - Legislative  Salaries 

Rejected  by  Secretary 
of  State 

16-039 

04/09/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Apple)  - Repealing  Term  Limits 

05/12/2015 

16-038 

04/09/2015 

Proposal  Related  to  Chapters  290  and  67,  RSMo  (Apple)  - Minimum  Wage 

Rejected  by  Secretary 
of  State 

16-037 

04/09/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Apple)  - House  of  Representatives 

05/12/15  Withdrawn 
by  Petitioner 

16-036 

04/02/2015 

Proposed  Constitutional  Amendment  - Article  1 1 1 (Apple)  - House  of  Representatives 

Withdrawn  by 
Petitioner 

16-035 

04/02/2015 

Proposal  Related  to  Chapters  290  and  67,  RSMo  (Apple)  - Minimum  Wage 

Withdrawn  by 
Petitioner 

16-034 

03/23/2015 

Proposal  Related  to  Chapter  610,  RSMo  (Dean)  - Proposed  Statutory  Amendment 

Rejected  by  Secretary 
of  State 

16-033 

03/05/2015 

Proposed  Constitutional  Amendment  - Article  VIII  (Daniels)  - Missouri  Voter 
Disenfranchisement  Reform  1 nitiative 

04/06/2015 

16-032 

03/04/2015 

Proposed  Constitutional  Amendment  (Dean) 

Rejected  by  Secretary 
of  State 

16-031 

02/27/2015 

Proposed  Constitutional  Amendment  (Dean) 

Rejected  by  Secretary 
of  State 

16-030 

02/13/2015 

Proposal  Related  to  Chapter  195,  RSMo  (Riffle)  - Repeal  Without  Probation  or  Parole  Sentence 
for  Non-Violent  Drug  Offenders 

03/17/2015 

16-029 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  IX,  version  4 (Shore)  - Local  Control  of  School  Districts 

Rejected  by  Secretary 
of  State 

16-028 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  IX,  version  3 (Shore)  - Local  Control  of  School  Districts 

Rejected  by  Secretary 
of  State 

16-027 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  IX,  version  2 (Shore)  - Local  Control  of  School  Districts 

Rejected  by  Secretary 
of  State 

16-026 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  IX,  version  1 (Shore)  - Local  Control  of  School 
Districts 

03/13/2015 

16-025 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  1 , version  5 (Carter)  - Parents  Bill  of  Rights 

Rejected  by  Secretary 
of  State 

16-024 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  1 , version  4 (Carter)  - Parents  Bill  of  Rights 

Rejected  by  Secretary 
of  State 

16-023 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  3 (Carter)  - Parents  Bill  of  Rights 

Rejected  by  Secretary 
of  State 

16-022 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  2 (Carter)  - Parents  Bill  of  Rights 

03/13/2015 

16-021 

02/09/2015 

Proposed  Constitutional  Amendment  - Article  1,  version  1 (Carter)  - Parents  Bill  of  Rights 

03/13/2015 

16-020 

01/29/2015 

Proposed  Constitutional  Amendment  - Article  1 (Carter)  - Parents  Bill  of  Rights 

Rejected  by  Secretary 
of  State 

16-019 

01/29/2015 

Proposed  Constitutional  Amendment  - Article  IX  (Shore)  - Local  Control  of  School  Districts 

Rejected  by  Secretary 
of  State 

16-018 

01/27/2015 

Proposal  Related  to  Chapter  195,  RSMo  (Riffle)  - Repeal  Without  Probation  or  Parole  Sentence  for  Non- 
Violent  Drug  Offenders 

Withdrawn  by 
Petitioner 

16-017 

01/20/2015 

Proposal  Related  to  Chapter  195,  RSMo  (Riffle)  - Repeal  Without  Probation  or  Parole  Sentence  for  Non- 
Violent  Drug  Offenders 

Rejected  by  Secretary 
of  State 

16-016 

01/08/2015 

Proposed  Constitutional  Amendment  - Article  VIII,  version  2 (Daniels)  - Amending  Voter  Qualifications 

Rejected  by  Secretary 
of  State 

16-015 

01/08/2015 

Proposed  Constitutional  Amendment  - Article  VIII,  version  1 (Daniels)  - Amending  Voter  Qualifications 

Rejected  by  Secretary 
of  State 

16-014 

01/06/2015 

Proposal  Related  to  Chapter  195,  RSMo  (Riffle)  - Repeal  Without  Probation  or  Parole  Sentence  for  Non- 
Violent  Drug  Offenders 

Withdrawn  by 
Petitioner 

16-013 

12/26/2014 

Proposed  Constitutional  Amendment  - Article  IV  (Raines)  - Cannabis  Decriminalization 

01/26/2015 

16-012 

12/22/2014 

Proposed  Constitutional  Amendment  - Article  VIII,  version  2 (Daniels)  - Amending  Voter  Qualifications 

Rejected  by  Secretary 
of  State 

16-011 

12/22/2014 

Proposed  Constitutional  Amendment  - Article  VIII,  version  1 (Daniels)  - Amending  Voter  Qualifications 

Rejected  by  Secretary 
of  State 

16-010 

12/04/2014 

Proposed  Constitutional  Amendment  - Article  1 (Viets)  - Marijuana  Legalization 

Withdrawn  by 
Petitioner 

16-009 

12/04/2014 

Proposed  Constitutional  Amendment  - Article  1 (Viets)  - Marijuana  Legalization 

01/06/2015 

16-008 

12/02/2014 

Proposed  Constitutional  Amendment  - Article  IV  (Raines)  - Cannabis  Decriminalization 

Rejected  by  Secretary 
of  State 

16-007 

12/02/2014 

Proposed  Constitutional  Amendment  - Article  VIII  (J  ones)  - Campaign  Contribution  Reform 
1 nitiative 

01/06/2015 

16-006 

11/21/2014 

Proposal  Related  to  Chapter  195,  RSMo  (Riffle)  - Repeal  Without  Probation  or  Parole  Sentence  for  Non- 
Violent  Drug  Offenders 

Rejected  by  Secretary 
of  State 

16-005 

11/14/2014 

Proposed  Constitutional  Amendment  - Article  III,  version  3 (Ketcher)  - Changes  1 mpacting  the 
General  Assembly 

12/15/2014 

16-004 

11/12/2014 

Proposed  Constitutional  Amendment  - Article  III,  version  2 (Ketcher)  - Changes  Impacting  the  General 
Assembly 

Withdrawn  by 
Petitioner 

16-003 

11/07/2014 

Proposed  Constitutional  Amendment  - Article  III  (Ketcher)  - Changes  Impacting  the  General  Assembly 

Withdrawn  by 
Petitioner 

16-002 

11/06/2014 

Proposed  Constitutional  Amendment  - Article  VIII  (Jones)  - Campaign  Contribution  Reform  Initiative 

Withdrawn  by 
Petitioner 

16-001 

11/06/2014 

Proposed  Constitutional  Amendment  - Article  1 (Viets)  - Marijuana  Legalization 

Rejected  by  Secretary 
of  State 

James  C.  Kirkpatrick 
S tate  Informa  tion  Center 
(573)751-1936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


-jo  occiC- 


Elections  Division 
(573)751-2301 


January  12,  2016 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Fiscal  Note  and  Fiscal  Note  Summary  Request  for  Article  IV,  Section  47(c),  Missouri 

Constitution  (SJR  1,  2005) 


Dear  Auditor  Galloway: 

In  2005,  the  General  Assembly  passed  Senate  Joint  Resolution  I (amending  Article  IV  of  the  Missouri 
Constitution),  which  was  placed  on  the  August  8,  2006  ballot  and  approved  by  the  voters.  The  text  of 
Article  IV  and  the  resolution  requires  that  the  amendment  be  resubmitted  to  voters  for  approval  every  ten 
years,  which  is  2016.  Enclosed  please  find  a copy  of  Article  IV  and  SJR  I. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a fiscal  note  and  fiscal 
note  summary'  in  accordance  with  Sections  1 16.160.1,  1 16.170  and  1 16.175,  RSMo.  As  you  are  aware, 
the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to  our  office  within  thirty 
days  of  receipt  of  Article  IV  (SJR  1.  2005),  pursuant  to  Section  1 16.170,  RSMo. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 
Secretary  of  State 


cc:  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  • Jefferson  City,  Missouri  *65102 
www.sos.mo.gov 
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Section  43(c).  Effective  date— self-enforceability.— The  effective  date  of  this 
amendment*  shall  be  July  1,  1977.  All  laws  inconsistent  with  this  amendment  shall 
no  longer  remain  in  full  force  and  effect  after  July  1,  1977.  All  of  the  provisions  of 
sections  43(a)-(c)  shall  be  self-enforcing  except  that  the  general  assembly  shall  adjust 
brackets  for  the  collection  of  the  sales  and  use  taxes. 

(Adopted  November  2, 1976) 

•This  amendment  contained  Secs.  43(a).  43(b)  and  43(c). 

Section  44.  Self-enforceability— enabling  clause— repealing  clause.— Sections 
40-43,  inclusive,  of  this  article  shall  be  self-enforcing,  and  laws  not  inconsistent  there- 
with may  be  enacted  in  aid  thereof.  All  existing  laws  inconsistent  with  this  article  shall 
no  longer  remain  in  force  or  effect. 

Source:  Const,  of  1875,  Art.  XIV,  Sec.  16. 

Section  45.  Rules  and  regulations— filing— review.— The  rules  and  regulations  of 
the  commission  not  relating  to  its  organization  and  internal  management  shall  become 
effective  not  less  than  ten  days  after  being  filed  with  the  secretary  of  state  as  provided 
in  section  16  of  this  article,  and  such  final  rules  and  regulations  affecting  private  rights 
as  are  judicial  or  quasi-judicial  in  nature  shall  be  subject  to  the  judicial  review  provided 
in  section  22  of  article  V. 

Section  46.  Distribution  of  rules  and  regulations.— The  commission  shall  sup- 
ply to  all  persons  on  request,  printed  copies  of  its  rules  and  regulations  not  relating  to 
organization  or  internal  management. 


NATURAL  RESOURCES 

Section  47.  Natural  resources,  department  of— duties  of  department— direc- 
tor, how  appointed.— The  department  of  natural  resources  shall  be  in  charge  of  a 
director  appointed  by  the  governor,  by  and  with  the  advice  and  consent  of  the  senate. 
The  department  shall  administer  the  programs  of  the  state  as  provided  by  law  relating 
to  environmental  control  and  the  conservation  and  management  of  natural  resources. 

(Adopted  August  8,  1972) 

Section  47(a).  Sales  and  use  tax  levied  for  soil  and  water  conservation  and  for 
state  parks— distribution  of  parks  sales  tax  fund  to  counties,  purpose,  limita- 
tion.—For  the  purpose  of  providing  additional  monies  to  be  expended  and  used  by  the 
department  of  natural  resources  through  the  state  soil  and  water  districts  commission 
as  defined  in  Section  278.070,  RSMo,  for  the  saving  of  the  soil  and  water  of  this  state 
for  the  conservation  of  the  productive  power  of  Missouri  agricultural  land,  and  by  the 
department  of  natural  resources  through  the  division  responsible  for  the  State  park 
system  for  the  acquisition,  development,  maintenance  and  operation  of  state  parks  and 
state  historic  sites  in  accordance  with  Chapter  253,  RSMo,  and  for  the  administration 
of  the  laws  pertaining  thereto,  an  additional  sales  tax  of  one-tenth  of  one  percent  is 
hereby  levied  and  imposed  upon  all  sellers  for  the  privilege  of  selling  tangible  personal 
property  or  rendering  taxable  services  at  retail  in  this  state  upon  the  sales  and  services 
which  now  are  or  hereafter  are  listed  and  set  forth  in,  and,  except  as  to  the  amount  of 
tax,  subject  to  the  provisions  of  and  to  be  collected  as  provided  in  the  “Sales  Tax  Law” 
and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith;  and  an 
additional  use  tax  of  one-tenth  of  one  percent  is  levied  and  imposed  for  the  privilege  of 
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storing,  using  or  consuming  within  this  state  any  article  of  tangible  personal  property 
as  set  forth  and  provided  in  the  “Compensating  Use  Tax  Law”  and,  except  as  to  the 
amount  of  the  tax,  subject  to  the  provisions  of  and  to  be  collected  as  provided  in  the 
“Compensating  Use  Tax  Law”  and  subject  to  the  rules  and  regulations  promulgated  in 
connection  therewith.  In  addition,  monies  deposited  in  the  state  parks  sales  tax  fund 
pursuant  to  the  provisions  of  section  47(b)  of  this  article  shall  also  be  appropriated 
to  make  payments  to  counties  for  a period  of  five  years  for  the  unimproved  value  of 
land  for  distribution  to  the  appropriate  political  subdivisions  as  payment  in  lieu  of  real 
property  taxes  for  privately  owned  land  acquired  by  the  department  of  natural  resources 
for  park  purposes  after  July  1 , 1985,  in  such  amounts  as  determined  by  appropriation, 
but  in  no  event  shall  such  amounts  be  more  than  the  amount  of  property  tax  imposed 
by  political  subdivisions  at  the  time  the  department  acquired  or  acquires  such  land. 

(Adopted  August  7, 1984) (Amended November  8, 1988)  (Amended November 8, 1994)  (Amended  Novembers,  1996) 
Effective  11-8-1998  Expires,  unless  reauthorized  (see  Article  IV,  Section  47(c)) 

Section  47(b).  Disbursement  of  revenue,  purposes.— Fifty  percent  of  the  monies 
arising  from  the  additional  sales  and  use  taxes  provided  for  in  Section  47(a)  hereof 
shall  be  deposited  in  the  Soil  and  Water  Sales  Tax  Fund  and  fifty  percent  shall  be 
deposited  in  the  State  Park  Sales  Tax  Fund,  and  the  monies  in  both  funds  shall  be 
expended  pursuant  to  appropriation  by  the  General  Assembly  and  used  by  the  state 
soil  and  water  districts  commission  and  the  department  of  natural  resources  for  the 
purposes  set  forth  in  Section  47(a),  and  for  no  other  purpose. 

(Adopted  August  7,  1984)  (Amended  November  8, 1988)  (Amended  November  5, 1996)  Effective  1 1-8-1998  Expires, 
unless  reauthorized  (sec  Article  IV,  Section  47(c)) 

Section  47(c).  Provisions  self-enforcing,  exception— not  part  of  general  revenue 
or  expense  of  state— effective  and  expiration  dates.— All  laws  inconsistent  with  this 
amendment  shall  no  longer  remain  in  full  force  and  effect  after  the  effective  date  of  this 
section.  All  of  the  provisions  of  Sections  47(a),  47(b)  and  47(c)  shall  be  self-enforcing 
except  that  the  General  Assembly  shall  adjust  brackets  for  the  collection  of  the  sales 
and  use  taxes.  The  additional  revenue  provided  by  Sections  47(a),  47(b)  and  47(c)  shall 
not  be  part  of  the  “total  state  revenue”  within  the  meaning  of  Sections  17  and  18  of 
Article  X of  this  Constitution.  The  expenditure  of  this  additional  revenue  shall  not  be  an 
“expense  of  state  government”  under  Section  20  of  Article  X of  this  Constitution.  Upon 
voter  approval  of  this  measure  in  a general  election  held  in  2006,  or  at  a special  election 
to  be  called  by  the  governor  for  that  purpose,  the  provisions  of  this  section,  47(b),  and 
47(a)  shall  be  reauthorized  and  continue  until  a general  election  is  held  in  2016  or  at  a 
special  election  to  be  called  by  the  governor  for  that  purpose.  Every  ten  years  there- 
after, the  issue  of  whether  to  continue  to  impose  the  sales  and  use  tax  described  in  this 
section  shall  be  resubmitted  to  the  voters  for  approval.  If  a majority  of  the  voters  fail  to 
approve  the  continuance  of  such  sales  and  use  tax,  Section  47(a),  47(b),  and  47(c)  shall 
terminate  at  the  end  of  the  second  fiscal  year  after  the  last  election  was  held. 

(Adopted  August  7,  1984)  (Amended  November  8,  1988)  (Amended  November  5, 1996,  effective  November  8,  1998) 
(Amended  August  8, 2006)  Expires,  unless  reauthorized 


PUBLIC  SAFETY 

Section  48.  Public  safety,  department  of— duties  of  department— director, 
how  appointed.— The  department  of  public  safety  shall  be  in  charge  of  a director  to 
be  appointed  by  the  governor  by  and  with  the  advice  and  consent  of  the  senate,  and 


Proposed  Amendment  to  the 
Constitution  of  Missouri 
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EXPLANATION  - Matter  enclosed  in  bold-raced  brackets  |tlnis|  in  this  bill  is  not  enacted  and  is  intended  to  be 
omitted  in  the  lasv. 

Resubmits  the  paries  anti  soils  tax  to  a vote  of  the  people  starling  in  2008. 

JOINT  RESOLUTION  Submitting  to  the  qualified  voters  of  Missouri,  an  amendment 
repealing  section  47(c)  of  article  IV  of  the  Constitution  of  Missouri,  and  adopting  one  new 
section  in  lieu  thereof  relating  to  the  parks  and  soils  tax. 

SECTION 

A.  Enacting  clause. 

47(c).  Provisions  self-enforcing,  exception  — not  pari  of  general  revenue  or  expense  of  stale  — effective  and 
expiration  dates. 

Be  it  tvsolved  by  t lie  Senate,  the  I louse  of Representatives  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 
following  the  first  Monday  in  November,  2006,  or  at  a special  election  to  be  called  by  the 
governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 
adoption  or  rejection,  the  following  amendment  to  article  IV  of  the  Constitution  of  the  state  of 
Missouri: 

SECTION  A.  Enacting  clause.  — Section  47(c),  article  IV,  Constitution  of  Missouri, 
is  repealed  and  one  new  section  adopted  in  lieu  thereof,  to  be  known  as  section  47(c),  to  read  as 
follows: 

Section  47(c).  Provisionsself-enforcing,  exception — not  part  ofgeneral 

REVENUE  OR  EXPENSE  OF  STATE EFFECTIVE  AND  EXPIRATION  DATES. |The  effective 

date  of  this  amendment  shall  be  November  8, 1 998. | All  laws  inconsistent  with  this  amendment 
shall  no  longer  remain  in  full  force  and  effect  tiller  the  effective  date  of  this  section.  All  of  the 
provisions  of  Sections  47(a),  47(b)  and  47(c)  shall  be  self-enforcing  except  that  the  General 
Assembly  shall  adjust  brackets  for  the  collection  of  the  sales  and  use  taxes.  The  additional 
revenue  provided  by  Sections  47(a),  47(b)  and  47(c)  shall  not  be  part  of  the  "total  state  revenue" 
within  the  meaning  of  Sections  1 7 and  1 8 of  Article  X of  this  Constitution.  The  expenditure  of 
litis  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  Section  20  of  Article 
X of  this  Constitution.  |This  Section  47(a),  47(b)  and  47(c)  shall  terminate  afler  ten  years 
following  the  effective  date  of  this  amendment.!  Upon  voter  approval  of  this  measure  in  a 
general  election  held  in  2006,  or  at  a special  election  to  be  called  by  the  governor  for  that 
purpose,  the  provisions  of  this  section,  47(b),  and  47(a)  shall  be  reauthorized  and  continue 
until  a general  election  is  held  in  2016  or  at  a special  election  to  he  called  by  the  governor 
for  that  purpose.  Every  ten  years  thereafter,  the  issue  of  whether  to  continue  to  impose 
the  sales  and  use  tax  described  in  this  section  shall  be  resubmitted  to  the  voters  for 
approval.  If  a majority  of  the  voters  fail  to  approve  the  continuance  of  such  sales  and  use 
tax,  Section  47(a),  47(b),  and  47(c)  shall  terminate  at  the  end  of  the  second  fiscal  year  after 
the  last  election  was  held. 
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Subject 

Truly  Agreed  To  and  Finally  Passed  Senate  Joint  Resolution  No.  1,  2005.  (Received 
January  12,  2016) 


Date 


February  1, 2016 

Description 

This  proposal  is  a resubmission  of  an  amendment  to  Article  IV  of  the  Constitution  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  joint  resolution 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  proposal,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated: 

Fiscal  Impact  Statement  (133  words): 

The  Parks,  Soils  and  Water  sales  and  use  tax  was  first  approved  by  Missouri  voters  in 
1984.  Reauthorization  by  voters  in  2016  would  continue,  not  increase,  the  existing  sales 
and  use  tax.  The  one-tenth-of-one  percent  tax  generates  nearly  $90  million  annually.  The 
Department  of  Natural  Resources  divides  the  revenue  equally  to  maintain  Missouri  soil 
and  water  conservation  efforts  and  the  state  park  system.  One-half  of  the  tax  is  used  to 
conserve  Missouri’s  soil  and  water  resources  by  assisting  agricultural  landowners  through 
voluntary  programs  administered  by  soil  and  water  conservation  districts  in  each  county. 
The  other  half  represents  approximately  three-fourths  of  the  state  park  system  budget; 
providing  visitors  with  the  opportunity  to  enter  Missouri’s  nearly  90  state  parks  and 
historic  sites  at  no  charge.  If  approved,  the  next  reauthorization  vote  would  occur  in 
2026. 

Summary  on  fiscal  impact  (50  words): 

The  reauthorization  continues  until  2026,  but  does  not  increase  the  existing  sales  and  use 
tax  of  one -tenth  of  one  percent  passed  in  1984  that  must  be  renewed  in  2016.  The  tax 
would  generate  approximately  $90  million  annually  for  soil  and  water  conservation 
efforts  and  operation  of  the  state  park  system. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  indicated  this  joint  resolution  will  have  no 
fiscal  impact  on  their  department.  If  the  ballot  measure  fails  and  the  tax  is  not  extended, 
their  department  must  make  changes  to  the  integrated  tax  system.  In  addition,  this 
requires  their  department  to  notify  businesses  of  the  rate  change. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  proposal. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  joint  resolution. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  would  send  an 
extension  of  the  Department  of  Natural  Resources  soil  and  water  and  state  parks  sales  tax 
to  a vote  of  the  people. 

OA  assumes  that  a general  election  or  special  election  will  be  held  before  the  sales  tax 
authorization  expires.  Since  this  tax  is  voter  approved  and  is  not  a part  of  total  state 
revenue,  this  proposal  will  not  have  an  impact  on  total  state  revenue  or  the  calculations 
under  Article  X,  Section  18(e),  of  the  Missouri  Constitution.. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  each  year,  a number  of  joint 
resolutions  that  would  refer  to  a vote  of  the  people  a constitutional  amendment  and  bills 
that  would  refer  to  a vote  of  the  people  the  statutory  issue  in  the  legislation  may  be 
considered  by  the  General  Assembly. 

Unless  a special  election  is  called  for  the  purpose,  joint  resolutions  proposing  a 
constitutional  amendment  are  submitted  to  a vote  of  the  people  at  the  next  general 
election.  If  a special  election  is  called  to  submit  a joint  resolution  to  a vote  of  the  people, 
Section  115.063.2,  RSMo,  requires  the  state  to  pay  the  costs.  The  cost  of  the  special 


election  has  been  estimated  to  be  $7.1  million  based  on  the  cost  of  the  2012  Presidential 
Preference  Primary. 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year’s 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  (fiscal  year)  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 
reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  joint  resolution 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  not 
impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  not  estimated  costs  or  savings  to  report 
from  their  county  for  this  joint  resolution. 

Officials  from  the  City  of  Columbia  indicated  they  would  feel  a fiscal  impact  whether 
the  taxes  are  renewed  (possible  continuation  of  $100,000  - $125,000  in  state  grants  every 
other  year)  or  not  (loss  of  those  funds). 

Since  the  state  parks  sales  tax  funds  operations  of  the  state  parks  program  (including  the 
grant  administration  office),  they  understand  that  failure  to  renew  would  restrict  their 
access  to  federal  grants  administered  at  the  state  level.  Examples  include  grants  through 
the  Land  and  Water  Conservation  Fund  and  the  Recreational  Trails  Programs. 


Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
bill  become  law. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Health  and  Senior 
Services,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  Metropolitan  Community  College,  University 
of  Missouri,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

The  measure  continues  and  does  not  increase  the  existing  sales  and  use  tax  of  one-tenth 
of  one  percent  for  10  years.  The  measure  would  continue  to  generate  approximately  $90 
million  annually  for  soil  and  water  conservation  and  operation  of  the  state  park  system. 
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May  26,  2016 

The  Honorable  Nicole  Galloway 
State  Auditor 

State  Capitol  Building,  RM  121 
Jefferson  City.  MO  65101 

RE:  Fiscal  Note  and  Fiscal  Note  Summary  Request  for  Senate  Substitute  for  House  Joint 

Resolution  No.  53 

Dear  Ms.  Galloway: 

Enclosed  please  find  a copy  of  Senate  Substitute  for  House  Joint  Resolution  No.  53  that  was 
received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  116.160.1,  116.170  and  116.175.  RSMo. 
As  you  are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to 
our  office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  Section  116.170, 
RSMo. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Secretary  of  State 

cc:  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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2016 


AN  ACT 

Submitting  to  the  qualified  voters  of  Missouri  an  amendment  to  article  VIM  of  the  Constitution 
of  Missouri,  and  adopting  one  new  section  relating  to  elections. 


Be  it  enacted  by  the  General  Assembly  of  the  state  of  Missouri,  as  follows: 


That  at  the  next  general  election  to  be  held  in  the  stale  of  Missouri,  on  Tuesday  next 
following  the  first  Monday  in  November.  2016,  or  at  a special  election  to  be  called  by  the 
governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  slate,  for 
adoption  or  rejection,  the  following  amendment  to  article  VIII  of  the  Constitution  of  the  state  of 
Missouri: 

Section  A.  Article  VIII,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section, 
2 to  be  known  as  section  1 1 . to  read  as  follows: 

Section  1 1.  A person  seeking  to  vote  in  person  in  public  elections  may  be  required 
2 by  general  law  to  identify  himself  or  herself  and  verify  his  or  her  qualifications  as  a citizen 
of  the  United  States  of  America  and  a resident  of  the  state  of  Missouri  by  providing  election 
officials  with  a form  of  identification,  which  may  include  valid  government-issued  photo 
identification.  Exceptions  to  the  identification  requirement  may  also  be  provided  for  by 
general  law. 

Section  B.  Pursuant  to  chapter  1 16  and  other  applicable  constitutional  provisions  and 
laws  of  this  state  allowing  the  general  assembly  to  adopt  ballot  language  for  the  submission  of 
this  joint  resolution  to  the  voters  of  this  state,  the  official  summary  statement  of  this  legislation 
shall  be  as  follows: 


3 

4 

5 

6 

2 

3 

4 


EXPLANATION  — Mailer  enclosed  in  bold-faced  brackets  ( thus]  in  the  above  bill  is  not  enacted  and  is  intended 
to  be  omitted  from  the  law.  Matter  in  hold-face  type  in  the  above  bill  is  proposed  language. 
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2 

5 "Shall  the  Constitution  of  Missouri  be  amended  to  state  that  voters  may  be  required  by 

6 law.  which  may  be  subject  to  exception,  to  verify  one's  identity,  citizenship,  and  residence  by 

7 presenting  identification  that  may  include  valid  government-issued  photo  identification?’1. 


President  Pro  Tem  of  the  Senate 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-HJR  53) 


Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  No.  53.  (Received  May  26, 
2016) 


Date 


June  15,  2016 

Description 

This  proposal  would  amend  Article  VIII  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  St.  Louis  County  Election  Board,  St.  Louis 
City  Election  Board,  Kansas  City  Election  Board,  Platte  County  Board  of  Elections, 
Jackson  County  Election  Board,  and  Clay  County  Election  Board. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  bill  would  not  have  a 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  joint  resolution,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  to  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  joint  resolution  will  not  have  a 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  this  joint  resolution  has  no 
impact  to  their  operation. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated: 

Prior  legislation  concerning  elections  and  photo  identification  has  been  paired  with 
companion  joint  resolutions  detailing  statutory  amendments.  Considering  past  court 
decisions,  and  due  to  language  contained  within  legislation  (passed  by  the  General 
Assembly  but  not  yet  signed  by  the  Governor,  House  Bill  1631),  the  implementation  of 
the  statutory  amendments  is  effective  only  upon  the  passage  and  approval  of  a companion 
joint  resolution.  Thus,  for  purposes  of  this  fiscal  note,  the  following  costs  assume  that 
both  the  joint  resolution  and  any  companion  statutory  changes  are  passed. 

Implementation  of  these  new  identification  provisions  would  require  the  state's  election 
authority  (the  Secretary  of  State)  and/or  local  election  authorities  to  provide  advance 
notice  of  the  personal  identification  documents  required  to  vote.  The  advance  notice 
provided  by  the  election  authorities  would  include  at  a “minimum  the  use  of 
advertisements  and  public  service  announcements  in  print,  broadcast  television,  radio, 
and  cable  television  media.”  This  language  comes  from  House  Bill  1631. 

For  fiscal  year  (FY)  2018  advance  notice  advertisements  will  be  provided  to  voters  prior 
to  the  February  and  April  2018  elections.  For  FY  2019  advance  notice  advertisements 
will  be  provided  to  voters  prior  to  the  August  2018  and  November  2018  elections.  For  all 
subsequent  years  advance  notice  advertisements  will  be  provided  to  voters  prior  to  each 
federal  primary  and  general  election. 

Assumptions  include: 

Production  of  radio  and  TV  public  service  announcements-  $2,000 
Print  ad  to  run  twice  before  an  election-  $203,284 
Cable  television  ad  to  run  twice  every  day  for  eight  weeks-  $299,472 
TV  and  Radio  ad  to  run  through  broadcast  media-  $497,3 1 1 
Total- $1,002,067 


Upon  enactment  of  implementing  legislation,  the  Secretary  of  State  will  send  a mailer  to 
all  registered  voters  to  notify  them  of  any  new  identification  requirements  at  a cost  of 
$2,003,682.62.  A similar  mailer  will  be  sent  before  the  August  2018  and  November  2018 
elections.  For  all  other  elections,  their  office  will  send  mailings  to  newly  registered  voters 
prior  to  each  election.  Based  on  the  estimated  355,007  newly  registered  voters  in  2014, 
these  mailings  could  cost  $173,953.43. 

Mailing  to  all  registered  voters: 

4,089,038  registered  voters  x $0.49  postage,  printing  and  processing=  $2,003,628.62 
Mailing  to  newly  registered  voters  prior  to  each  election: 

355,007  new  registered  voters  x $0.49  postage,  printing  and  processing  = $173,953.43 

Implementation  of  this  measure's  provisions  imposes  new  requirements  on  election 
authorities  in  notifications,  additional  provisional  ballots,  trainings,  affidavits  and 
processes  with  regard  to  notifying  and  processing  voters.  Whether  the  notice 
requirements  fall  on  the  Secretary  of  State  or  local  election  authorities,  it  will  be 
necessary  for  their  office  to  request  appropriation  for  these  costs.  Section  115.430, 
RSMo,  requires  the  Secretary  of  State  to  provide  provisional  ballot  envelopes  to  local 
election  authorities.  This  joint  resolution  and  any  companion  statutory  change,  based  on 
previously  filed  legislation,  will  increase  the  number  of  elections  in  which  provisional 
ballots  are  available  and  the  number  of  provisional  ballots  that  will  be  cast.  Based  on 
previous  history,  their  office  will  require  additional  funding  for  printing  provisional  ballot 
envelopes  in  the  amount  of  $9,800  per  election. 

Furthermore,  any  new  state  mandates  must  be  funded  as  additional  responsibilities  under 
Article  X,  section  2 1 of  the  Missouri  Constitution. 

The  new  photo  identification  requirements  are  not  limited  to  statewide  elections  but  will 
affect  every  election.  The  cost  per  fiscal  year  will  vary  based  on  the  number  of  elections 
held.  In  addition  to  the  general  municipal  election  each  April  and  the  primary  and  general 
elections  in  August  and  November  of  even  numbered  years,  there  are  additional  days 
available  for  public  elections  in  February,  March,  and  in  August  and  November  of  odd 
numbered  years,  which  are  used  only  as  needed. 

Section  115.427.2(2),  RSMo,  (contained  in  House  Bill  1631)  provides  that  for  any 
individual  who  appears  at  a polling  place  without  a form  of  personal  identification 
described  in  Section  115.427.1,  RSMo,  and  who  is  otherwise  qualified  to  vote  at  that 
polling  place,  the  election  authority  may  take  a picture  of  such  individual  and  keep  it  as 
part  of  that  individual’s  voter  registration  file  at  the  election  authority.  For  purposes  of 
this  fiscal  note,  their  office  assumes  this  legislation  does  not  contemplate  electronic 
integration  of  such  pictures  with  the  electronic  statewide  voter  registration  system.  Such  a 
requirement  would  require  significant  costs  for  software  and  hardware  upgrades. 

Section  115.427.6,  RSMo,  (contained  in  House  Bill  1631)  provides  that  any  individual 
seeking  a birth  certificate  or  other  legal  documents  in  order  to  obtain  a fonn  of  personal 


identification  described  in  Section  115.427.1,  RSMo,  in  order  to  vote  may  request  that 
the  Secretary  of  State's  office  facilitate  the  acquisition  of  such  documents.  Because  of  the 
potentially  high  volume  and  time-consuming  nature  of  these  requests,  their  office 
estimates  that  one  additional  full-time  employee  (FTE)  will  need  to  be  hired  in  the 
Elections  Division. 

Section  1 15.427.6,  RSMo,  (contained  in  House  bill  163 1)  requires  the  Secretary  of  State's 
office  to  pay  any  fee  or  fees  charged  by  another  state  or  its  agencies,  any  court  of 
competent  jurisdiction  in  this  state  or  any  other  state,  or  the  federal  government  or  its 
agencies  to  obtain  a birth  certificate  or  other  legal  documents  for  individuals  seeking 
those  documents  in  order  to  vote.  Because  of  the  difficulty  in  estimating  the  number  of 
people  that  might  need  to  obtain  the  particular  documents  listed  in  Section  115.427.6, 
RSMo,  and  because  the  fees  for  these  various  documents  vary  by  each  state,  their  office 
estimates  the  cost  for  obtaining  such  documentation  to  be  unknown. 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year's 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  2013,  the  appropriation  had  historically  been  an  estimated  appropriation 
because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures  approved  by  the 
General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In  FY  2013,  at  the 
August  and  November  elections,  there  were  5 statewide  Constitutional  Amendments  or 
ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of  $434,000  per  issue). 
In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that  it  was  no  longer  an 
estimated  appropriation  and  their  office  was  appropriated  $1.19  million  to  publish  the  full 
text  of  the  measures.  Due  to  this  reduced  funding,  their  office  reduced  the  scope  of  the 
publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections,  there 
were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1  million 
to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office 
will  continue  to  assume,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full 
appropriation  authority  it  needs  to  meet  the  publishing  requirements.  Because  these 
requirements  are  mandatory,  their  office  reserves  the  right  to  request  funding  to  meet  the 
cost  of  their  publishing  requirements  if  the  Governor  and  the  General  Assembly  again 
change  the  amount  or  continue  to  not  designate  it  as  an  estimated  appropriation. 

Unless  a special  election  is  called  for  the  purpose,  joint  resolutions  proposing  a 
constitutional  amendment  are  submitted  to  a vote  of  the  people  at  the  next  general 
election.  Article  XII  section  2(b)  of  the  Missouri  Constitution  authorizes  the  governor  to 
order  a special  election  for  constitutional  amendments  referred  to  the  people.  If  a special 
election  is  called  to  submit  a joint  resolution  to  a vote  of  the  people,  Section  115.063.2, 
RSMo,  requires  the  state  to  pay  the  costs.  The  cost  of  the  special  election  has  been 


estimated  to  be  $7.1  million  based  on  the  cost  of  the  2012  Presidential  Preference 
Primary  and  a cost  determined  by  Legislative  Oversight. 


Additionally,  many  bills  considered  by  the  General  Assembly  include  provisions 
allowing  or  requiring  agencies  to  submit  rules  and  regulations  to  implement  the  act.  Their 
office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal  activity 
resulting  from  each  year's  legislation  session.  The  fiscal  impact  to  the  Administrative 
Rules  Division  of  their  office  for  this  requirement  is  less  than  $2,500.  Their  office 
recognizes  that  this  is  a small  amount  and  does  not  expect  that  additional  funding  would 
be  required  to  meet  these  costs.  However,  their  office  also  recognizes  that  many  such 
bills  may  be  passed  by  the  General  Assembly  in  a given  year  and  that  collectively  the 
costs  may  be  in  excess  of  what  their  office  can  sustain  with  their  core  budget.  Therefore, 
their  office  reserves  the  right  to  request  funding  for  the  cost  of  supporting  administrative 
rules  requirements  should  the  need  arise  based  on  a review  of  the  finally  approved  bills 
signed  by  the  governor. 

FY  2017: 

$2,003,628  (notice  to  all  voters) 

$48,096  (1  FTE) 

$2,051,724  FY  2017  TOTAL 

FY  2018: 

February  2018 

$1,002,067  (public  advertisements) 

$9,800  (provisional  ballots) 

April  2018 

$1,002,067  (public  advertisements) 

$9,800  (provisional  ballots) 

$173,953  (notice  to  newly  registered  voters) 

$58,672  (1  FTE) 

$2,256,359  FY  2018  TOTAL 

FY  2019: 

August  2018 

$2,003,628  (notice  to  all  voters) 

$1,002,067  (public  advertisements) 

$9,800  (provisional  ballots) 

November  2018 

$2,003,628  (notice  to  all  voters) 

$1,002,067  (public  advertisements) 

$9,800  (provisional  ballots) 


February  2019 

$9,800  (provisional  ballots) 

April  2019 

$9,800  (provisional  ballots) 

$173,953  (notice  to  newly  registered  voters) 

$58,672  (1  FTE) 

$6,283,215  FY  2019  TOTAL 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  joint  resolution 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  joint  resolution  would  have  no 
fiscal  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  joint  resolution. 

Officials  from  St.  Louis  County  indicated  there  will  be  no  fiscal  impact  on  their  county 
as  result  of  House  Joint  Resolution  53  because  the  Governor  has  detennined  that  the 
election  will  take  place  in  November  of  this  year.  A special  election  would  have  involved 
additional  expense,  but  since  the  general  election  date  has  been  selected,  there  will  be  no 
cost.  No  additional  revenues,  savings  or  losses  are  anticipated  if  the  photo  ID  requirement 
is  enacted. 

Officials  from  the  Kansas  City  Election  Board  indicated  the  fiscal  impact  of  HJR  53  is 
difficult  to  estimate.  However,  they  know  there  would  be  additional  staff  and  election 
worker  trainings  ($35,000)  and  legal  notices  ($25,000)  for  a total  of  $60,000  at  minimum. 

Officials  from  the  Platte  County  Board  of  Elections  indicated  they  expect  no  fiscal 
impact  from  the  joint  resolution. 

Officials  from  the  Jackson  County  Election  Board  indicated  they  see  very  little  fiscal 
impact  on  their  office. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 


College,  University  of  Missouri,  St.  Louis  Community  College,  St.  Louis  County 
Election  Board,  St.  Louis  City  Election  Board,  and  Clay  County  Election  Board. 

Fiscal  Note  Summary 

The  proposed  amendment  will  result  in  no  costs  or  savings  because  any  potential  costs 
would  be  due  to  the  enactment  of  a general  law  allowed  by  this  proposal.  If  such  a 
general  law  is  enacted,  the  potential  costs  to  state  and  local  governments  is  unknown,  but 
could  exceed  $2.1  million  annually. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

SECRETARY  OF  STATE 
STATE  OF  MISSOURI 

Elections  Division 
(573)751-2301 

March  23,  2016 

1 333 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  72,  version  2 (2016-223) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  March  23,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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JAMES  C.  KIRKPATRICK 
State  Information  Center 
(573)751  4936 


Jason  Kandkr 

Secretary  of  State 
State  oe  Missouri 


Elections  Division 
(573)751  2301 


March  18.2016 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  321  (2016-222) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  March  1 8,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  vv.  Main  Street  • Je  fferson  City  65101 
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STATE  AUDITORS  OFFIC 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  oe  State 
State  oe  Missouri 


March  16,2016 


Elections  Division 
(573)751-2301 


\ Cd  I 


The  Honorable  Nicole  Galloway 
State  Auditor 
Stale  Capitol  Building 
Jefferson  City,  MO  65 1 01 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  235  (2016-221) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  March  16,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Mon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • FLECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  ■ STATE  LIBRARY  • WOLPNER  LIBRARY 
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Addiess  of  Notary 
My  commission  expires 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


FEB  2 2016 


STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


February  24,  20 1 6 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  286  & 143  (2016-220) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  February  23,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
liscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  Fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 

Administrative  Kui.es  • Business  services  • Elections  • publications  • Securities  • State;  Archives  • S tate  Library  • Wolfner  Library 


County: 

Page  number 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . 


. County  (or  city  of  St  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  ilu*'  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  MissouijLaiid 

. County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I lifiEbre  correctly 


written  after  my  name. 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: , 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary:, 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 


Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be 
known  as  sections  286.131  and  143.012,  to  read  as  follows: 

286. 131.  1 . Ail  agency  to  be  known  as  “The  Climate  Crisis  Response 
Project”  is  hereby  created  within  the  Missouri  Department  of  Labor. 

2.  Funding  for  The  Climate  Crisis  Response  Project  will  be  provided 
through  revenues  from  a tax  on  capital  gains,  as  provided  for  in  Section 
143.012. 

3.  As  funds  become  available,  staff  and  workers  will  be  hired  to  plan 
projects  to  improve  energy  efficiency  in  homes  and  businesses;  manufacture 
wind  turbines  and  solar  panels;  construct  wind  farms  and  solar  farms;  and 
plant  trees. 

4.  a.  The  compensation  provided  for,  and  other  specific  policies  related 
to,  work  done  through  public  sector  employment  shall  be  determined  and  set 
by  the  labor  and  industrial  relations  commission,  but,  at  a minimum,  shall  be 
set  at  a level  that  provides  a living  wage,  which  is  hereby  defined  as  putting 
a worker,  and  her  or  his  family,  at  least  ten  percent  above  the  poverty  level, 
as  determined  by  the  federal  government,  provided  a worker  is  present  and 
working  40  hours  per  week. 

b.  If  a family  has  two  adult  members  and  no  child  under  the  age  of 
three,  compensation  will  be  based  on  both  adults  working  40  hours  per 
week,  however  in  no  event  shall  the  hourly  wage  paid  under  this  program  be 
less  than  the  applicable  minimum  wage. 

c.  Management  and  administrative  positions  will  pay  a reasonable 
salary  based  on  the  prevailing  salaries  for  positions  with  similar 
responsibilities  elsewhere  within  the  government  of  the  state  of  Missouri. 

5.  Once  the  state  of  Missouri  is  producing  all  of  its  electricity  from 
clean,  renewable  sources,  the  funds  generated  by  the  tax  on  capital  gains 
may  be  used,  as  directed  by  appropriate  legislation,  for  infrastructure 
projects  or  to  replace  funds  generated  by  the  state  sales  tax  so  that  sales 
taxes  may  be  reduced  or  eliminated. 

143.012.  Beginning  with  the  2017  calendar  year,  a tax  of  ten  percent  on  the 
amount  of  capital  gains  reported  on  each  Missouri  resident’s  Federal  tax 
return  (Form  1040),  will  be  imposed,  with  the  funds  collected  dedicated  to 
providing  funding  for  The  Climate  Crisis  Response  Project. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-220) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapters  286 
and  143  of  the  Revised  Statutes  of  Missouri.  (Received  February  24,  2016) 


Date 


March  15,  2016 

Description 

This  proposal  would  amend  Chapters  286  and  143  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development,  including  the  Missouri 
Housing  Development  Commission,  Division  of  Business  and  Community  Services, 
Division  of  Energy,  Public  Service  Commission,  and  Office  of  Public  Counsel,  indicated 
they  anticipate  no  fiscal  impact  as  a result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  (DOLIR)  indicated: 

This  petition  could  affect  Department  of  Revenue,  Office  of  Administration,  or 
Department  of  Economic  Development. 

Space  will  be  required  for  115  administrative  full  time  employees  (FTE)  throughout  the 
state. 

It  is  possible  that  the  proposal  could  impact  small  businesses  in  several  ways  including 
imposition  of  the  capital  gains  tax  and  the  loss  of  projects  to  the  state-funded  agency. 

Information  Technology  Services  Division  (ITSD)  estimates  costs  of  $308,567  in  fiscal 
year  (FY)  2017,  and  $77,527  in  FY  2018,  and  $79,465  in  FY  2019  to  set  up  and 
implement  the  computer  system. 

A tax  on  capital  gains  of  10%  would  be  imposed  beginning  with  the  2017  calendar  year. 
They  defer  to  the  Office  of  Administration  (OA)  regarding  the  estimate  of  revenue 
collected  from  this  surtax.  For  the  purposes  of  this  fiscal  note,  they  are  relying  on  a 
previous  estimate  by  OA. 


Summarize  how  this  bill  affects  the  department 


This  petition  seeks  to  create  a new  Section  286.131,  RSMo,  requiring  the  Department  of 
Labor  to  create  an  agency  known  as  the,  “The  Climate  Crisis  Response  Project.”  Funds 
would  be  generated  from  a 10%  tax  on  capital  gains  as  stated  in  Section  143.012,  RSMo. 
As  funds  are  available,  this  agency  would  use  those  funds  to  improve  energy  efficiency  in 
homes  and  businesses;  manufacture  wind  turbines  and  solar  panels;  construct  wind  farms 
and  solar  farms;  and  plant  trees. 

With  an  annual  revenue  estimate  of  $617,500,000,  they  estimate  8,212  FTE  could 
participate  in  The  Climate  Crisis  Response  Project  each  year.  If  revenues  increase  or 
decrease  in  a given  year,  the  number  of  participants  in  the  program  would  rise  or  fall 
proportionally.  They  estimate  an  additional  115  FTE  would  be  needed  to  administer  the 
program. 

ITSD  Costs 


A new  system  will  be  developed  for  this  proposal. 

Long-range  implications 

Proceeds  from  a capital  gains  tax  of  10%  would  be  used  to  fund  The  Climate  Crisis 
Response  Project.  Because  revenue  can  fluctuate  from  year  to  year,  projects  would 
increase  or  decrease  based  on  the  availability  of  funding.  The  proposed  language  is 
unclear  regarding  the  long-range  implications,  how  constructed  assets  would  be  managed, 
and  how  revenues  (if  any)  from  the  projects  would  be  assessed  and  used. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Revenue  Projections 

They  defer  to  the  Office  of  Administration  (OA)  regarding  the  revenue  estimate.  For  the 
purpose  of  this  fiscal  note,  they  are  using  the  previous  estimate  of  $617,500,000. 

Cost  Estimates 

Administrative  Costs  and  Management  of  Projects 

They  estimate  that  an  estimated  $7,702,991  will  be  needed  for  The  Climate  Crisis 
Response  Project  agency.  Salaries  for  agency  staff  are  similar  to  wages  in  other  state 
agencies.  In  addition,  it  is  assumed  they  will  contract  for  the  management  of  the 
construction/manufacturing  projects.  Project  management  fees  are  estimated  to  be  10%  of 
the  cost  of  wages  and  material,  an  estimated  $55,398,463  (10%  x [materials 
$137,454,832  + labor  $416,529,795]). 

Participant  Wages  and  Benefits 

Section  286. 13 1.4. a.  requires  that  participants  in  The  Climate  Crisis  Response  Project  be 
paid  a living  wage,  defined  as  10%  over  Federal  Poverty  Level  (FPL).  The  average 
household  has  three  dependent  children.  Using  the  FPL  for  2016,  for  a family  of  five  to 


earn  wages  at  10%  over  FPL,  the  hourly  pay  required  would  be  $15.04.  Fringe  benefits 
are  calculated  at  the  standard  state  rate.  They  estimate  that  8,212  FTE  could  participate  in 
the  program  annually. 

Material  Costs  for  Projects 

In  calculating  the  material  costs,  they  assume  a labor  to  material  cost  at  a ratio  of  3 to  1; 
an  estimated  $137,454,832  (33%  X $416,529,795). 

Summary 

Best  estimates  of  wages,  expenses,  materials,  and  project  management  costs  have  been 
used.  Because  the  capital  gains  tax  begins  with  tax  year  2017,  collections  are  not 
expected  until  calendar  year  2018.  They  assume  that  the  fund  will  require  several  months 
to  build  in  order  to  support  The  Climate  Crisis  Response  Project.  Therefore,  costs  are  not 
expected  to  begin  until  FY  2019  (July  1,  2018).  Depending  on  the  types  and  number  of 
projects,  costs  will  vary  significantly.  Therefore  the  number  of  participants  which  could 
be  funded  will  also  vary.  The  scope  of  this  statute  revision  is  very  broad  and  the  long- 
range  implications  are  unknown. 

Officials  from  the  Department  of  Revenue  indicated  the  total  increased  costs  would  be 
$175,147  for  FY  2017,  $181,985  for  FY  2018,  and  $183,470  for  FY  2019.  Increased 
revenue  is  expected  to  be  $233.8  million  per  year. 

Section  286.131 

This  section  creates  the  Climate  Crisis  Response  Project  in  the  Department  of  Labor  and 
Industrial  Relations.  A tax  on  capital  gains  provides  revenues  to  fund  the  project.  The 
moneys  from  the  tax  fund  energy  efficiency  in  homes  and  businesses,  wind  turbines, 
solar  panels,  wind  fanns,  solar  fanns,  and  planting  trees.  Once  Missouri  produces 
electricity  from  renewable  sources,  the  tax  may  be  used  for  infrastructure  projects  or 
reducing  or  eliminating  state  sales  tax. 

Section  143.012 

Beginning  in  calendar  year  2017,  the  legislation  imposes  a 10  percent  tax  on  capital  gains 
reported  on  resident’s  federal  form  1040. 

In  tax  year  2013,  capital  gains  of  $3.51  billion  were  reported  on  federal  returns  by  filers 
of  Missouri  Individual  Income  Tax  returns.  They  estimate  that  $2.37  billion  would  be 
attributable  as  Missouri  source  capital  gains.  Therefore,  they  estimate  this  provision  will 
generate  $233.8  million  in  revenues  for  the  Climate  Crisis  Response  Project. 

Administrative  Impact: 

The  department  requires  form  updates  and  programming  changes. 

Personal  Tax: 

Personal  Tax  requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L);  one 
for  every  19,000  error  corrections  and  one  for  every  2,400  pieces  of  correspondence. 


Collection  & Tax  Assistance: 

Collection  & Tax  Assistance  will  see  additional  customer  contacts  from  this  additional 
tax  and  from  notice  of  adjustments.  This  section  requires  two  (2)  Tax  Collection 
Technicians  I (Range  10,  Step  L);  one  for  every  additional  15,000  contacts  annually  on 
the  non-delinquent  tax  line  and  one  for  every  additional  15,000  contacts  annually  on  the 
delinquent  tax  line.  Each  technician  requires  CARES  equipment  and  license. 

Integrated  Tax  System: 

This  capital  gains  tax  would  be  implemented  within  the  Individual  Income  Tax  business 
rules  in  the  Integrated  Tax  System. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  adds  Sections 
286.131  and  143.012,  RSMo.  It  establishes  the  “Climate  Response  Project”  agency  in  the 
Department  of  Labor  to  hire  staff  and  workers  to  plan  energy  efficiency  projects, 
manufacture  wind  turbines  and  solar  panels,  construct  wind  and  solar  farms,  and  plant 
trees.  The  functions  of  this  project  will  be  funded  with  a ten  percent  capital  gains  tax.  If 
the  state  produces  all  electricity  from  clean,  renewable  sources,  the  funds  from  the  capital 
gains  tax  may  be  used  for  infrastructure  projects  or  to  replace  sales  tax  proceeds  and 
lower  or  eliminate  the  sales  taxes. 

Based  on  the  most  current  tax  data  available  (Tax  Year  2013),  there  were  $3,541.4 
million  in  capital  gains  reported  by  all  taxpayers.  OA  estimates  that  a 10%  tax  on  the 
capital  gains  for  Missouri  residents  would  increase  General  Revenue  by  $228.4  million 
per  year. 

This  proposal  should  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  will  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  St.  Louis  County  indicated  they  have  reviewed  this  initiative  petition  and 
have  detennined  that  it  will  have  no  fiscal  impact  on  county  revenues. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  the  proposed  legislation  should  not 
have  a fiscal  impact  on  their  university. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Corrections,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  revenue  increases  of  $228.4  million  to  $617.5 
million  to  fund  the  proposed  program.  State  governmental  entities  estimate  startup  costs 
of  approximately  $465,000  and  annual  operating  costs  of  approximately  $180,000.  Local 
governmental  entities  indicate  no  fiscal  impact. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

January  28.  2016 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 
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Elections  Division 
(573)751-2301 


JAN  2 8 2016 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  David  Klindt  regarding  a proposed  statutory  amendment  to 

Chapter  386  (2016-219) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  David  Klindt  on  January  28.  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  Is  3 class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
Imprisonment  not  to  exceed  one  year  In  the  county  Jail  ora  fine  not  to  exceed  ten  thousand  dollars  or both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  Is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  lason  Kander,  Secretary  of  State  for  the  state  or  Missouri: 

f**o 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . County  (or  citjE 

of  St  Louis),  respectfully  order  that  the  following  proposed  law  shall  he  submitted  to  the  voters  of  the  state  of  Missouri,  f^Hb.eir  approval  oiw  • 
rejection,  at  the  general  election  to  be  held  on  the  Blh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  pcr|ct|i|iwstened  “Q 

tills  petition;  I am  a registered  voter  of  the  state  of  Missouri  and &^U|IQrjpr  f ,_1 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  arc  correctly  written  rijy  name.  |\3  C”? 
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STATE  OF  MISSOURI,  COUNTY  OF. 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6 

7. 

a 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  J HAVE  NEVER  BEEN  CONVICTED  OP,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer. 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this .day  of 

Notary  Public  (Seal) 


My  commission  expires 


Printed  Name  of  Affiant 

■ A.D.201 

Address  of  Affiant  (Street,  City,  State  & Zip  Cade) 

Signature  of  Notary 

Address  of  Notary  (Street  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 
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Section  A.  Section  38 6 . 8 90  is  amended  to  read  as 


O 


CM 


follows:  “ 

386.890.  1 . This  section  shall  be  known  and  may  be  cited 

as  the  "Net  Metering  and  Easy  Connection  Act"  . 

2.  As  used  in  this  section,  the  following  terms  shall 

mean : 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel 
for  the  entity  generating  electricity,  as  defined  by  the 
governing  body  with  jurisdiction  over  any  municipal  electric 
utility,  rural  electric  cooperative  as  provided  in  chapter  394 , 
or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Commission",  the  public  service  commission  of  the 
state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of 
a qualified  electric  energy  generation  unit  which  : 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of 
not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or 
otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and 
synchronization  with  a retail  electric  supplier  and  has  been 
approved  by  said  retail  electric  supplier; 
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(e)  Is  intended  [primarily  to  offset  part  or  all]  not  to 
exceed  one  hundred  percent  of  the  customer-generator ' s own 
electrical  energy  requirements; 

(f)  Meets  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  the 
National  Electrical  Code,  the  National  Electrical  Safety  Code, 
the  Institute  of  Electrical  and  Electronics  Engineers, 
Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  andanylocalgoverningauthoriti.es;  and 

(g)  Contains  a mechanism  that  automatically  disables  the 
unit  and  interrupts  the  flow  of  electricity  back  onto  the 
supplier ' s electricity  lines  in  the  event  that  service  to  the 
customer-generator  is  interrupted; 

(4)  "Department",  the  department  of  [natural  resources] 
economic  development; 

(5)  "Net  metering"  , using  metering  equipment  sufficient  to 
measure  the  difference  between  the  electrical  energy  supplied  to 
a customer-generator  by  a retail  electric  supplier  and  the 
electrical  energy  supplied  by  the  customer-generator  to  the 
retail  electric  supplier  over  the  applicable  billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy 
produced  from  wind,  solar  thermal  sources,  hydroelect ric  sources, 
photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced 
by  one  of  the  above-named  electrical  energy  sources  , and  other 
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sources  of  energy  that  become  available  after  August  28,  2007, 
and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier " or  "supplier " , any 
[municipal  utility,  ] electrical  corporation  regulated  under  this 
chapter  that  provides  retail  electric  service  in  this  state,  [or] 
any  rural  electric  cooperative  under  chapter  394  that  provides 
retail  electric  service  in  this  state  and  that  serves  ten 
thousand  or  more  connected  meters,  or  any  municipal  utility  that 
provides  retail  electric  service  in  this  state  and  that  serves 
ten  thousand  or  more  connected  meters  . 

3.  A retail  electric  supplier  shall : 

(1)  Make  net  metering  available  to  customer-generators  on  a 
first-come,  first-served  basis  until  the  total  rated  generating 
capacity  of  net  metering  systems  equals  five  percent  of  the 
utility's  single-hour  peak  load  during  the  previous  year,  after 
which  the  commission  for  a public  utility  or  the  governing  body 
for  other  electric  utilities  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above 
five  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application 
for  interconnection  if  the  total  rated  generating  capacity  of  all 
applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier ' s single-hour  peak  load  for  the  previous  calendar 
year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract 
that  is  identical  in  electrical  energy  rates,  rate  structure,  and 
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monthly  charges  to  the  contract  or  tariff  that  the  customer  would 
be  assigned  if  the  customer  were  not  an  eligible 
customer-generator  [but  shall  not] /except  that,  in  order  to 
ensure  char  r.o  1 iaible  customer -ccne  rator  shall  b>.-  subs  I diced  by- 
customers  who  are  not  customer-generators  and  if  approved  by  the 
commission  for  the  commission-regulated  supplier  or  by  the 
respective  governing  body  of  the  non-regulated  suppliers  the 
retail  electric  supplier  alsomay  charge  the  customer-generator 
any  additional  standby,  capacity,  interconnection,  or  other  fee 
or  charge  that  [would  not  otherwise  be  charged  if  the  customer 
were  not  an]  is  reasonably  calculated  to  recover  that  portion  of 
the  fixed  costs  of  the  supplier  and  demand  charges  attributable 
to  and  necessary  for  providing  service  to  the  eligible 
customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering 
program  to  each  of  its  customers  with  the  method  and  manner  of 
disclosure  being  at  the  discretion  of  the  supplier. 

4 . A customer-generator ' s facility  shall  be  equipped  with 
sufficient  metering  equipment  that  can  measure  the  net  amount  of 
electrical  energy  produced  or  consumed  by  the  customer-generator. 

If  the  customer-generator's  existing  meter  equipment  does  not 
meet  these  requirements  or  if  it  is  necessary  for  the  electric 
supplier  to  install  additional  distribution  equipment  to 
accommodate  the  customer-generator ' s facility,  the 
customer-generator  shall  reimburse  the  retail  electric  supplier 
for  the  costs  to  purchase  and  install  the  necessary  additional 
equipment.  At  the  request  of  the  customer-generator,  such  costs 
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may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge 
may  be  recovered  from  the  customer-generator  over  the  course  of 
up  to  twelve  bil ling  cycles  . Any  subsequentmeter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the 
customer-generator  shall  be  paid  for  by  the  customer-generator  . 

5.  Consistent  with  the  provisions  in  this  section,  the  net 
electrical  energy  measurement  shall  be  calculated  in  the 
following  manner: 

(1)  Fora  customer-generator,  a retail  electric  supplier 
shall  measure  the  net  electrical  energy  produced  or  consumed 
during  the  billing  period  in  accordance  with  normal  metering 
practices  for  customers  in  the  same  rate  class,  either  by 
employing  a single,  bidirectional  meter  that  measures  the  amount 
of  electrical  energy  produced  and  consumed,  or  by  employing 
multiple  meters  that  separately  measure  the  customer-generator's 
consumption  and  production  of  electricity; 

0 If  the  electricity  supplied  by  the  supplier  exceeds  the 
electricity  generated  by  the  customer -genera tor  during  a billing 
period,  the  customer-generator  shall  be  billed  for  the  net 
electricity  supplied  by  the  supplier  in  accordance  with  normal 
practices  for  customers  in  the  same  rate  class; 

0)  If  the  electricity  generated  by  the  customer-generator 
exceeds  the  electricity  supplied  by  the  supplier  during  a billing 
period,  the  customer-generator  shall  be  billed  for  the 
appropriate  customer  charges  for  that  billing  period  in 
accordance  with  subsection  3 of  this  section  and  shall  be 
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credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the 
excess  kilowatt-hours  generated  during  the  billing  period,  with 
this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire 
without  any  compensation  at  the  earlier  of  either  twelve  months 
after  their  issuance  orwhen  the  customer-generator  disconnects 
service  or  terminates  the  net  metering  relationship  with  the 
supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394, 
or  municipal  utility,  upon  agreement  of  the  wholesale  generator 
supplying  electric  energy  to  the  retail  electric  supplier,  at  the 
option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator  . 

6.  (1)  Each  qualified  electric  energy  generation  unit  used 

by  a customer-generator  shall  meet  all  applicable  safety, 
performance,  interconnection,  and  reliability  standards 
established  by  any  local  code  authorities,  the  National 
Electrical  Code,  the  National  Electrical  Safety  Code,  the 
Institute  of  Electrical  and  Electronics  Engineers,  and 
Underwriters  Laboratories  for  distributed  generation  . No 
supplier  shall  impose  any  fee,  charge,  or  other  requirement  not 
specifically  authorized  by  this  section  or  the  rules  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or 
other  requirement  would  apply  to  similarly  situated  customers  who 
are  not  customer-generators,  except  that  a retail  electric 
supplier  may  require  that  a customer-generator ' s system  contain  a 
switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device 
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or  feature  located  in  immediate  proximity  to  the 
customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect 
the  unit  from  the  utility's  electric  distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a 
customer-generator  whose  system  meets  the  standards  and  rules 
under  subdivision  (1)  of  this  subsection  shall  not  be  required  to 
install  additional  controls,  perform  or  pay  for  additional  tests 
or  distribution  equipment,  or  purchase  additional  liability 
insurance  beyond  what  is  required  under  subdivision  (1)  of  this 
subsection  and  subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten 
kilowatts , the  commission  for  public  utilities  and  the  governing 
body  for  other  utilities  shall,  by  rule  or  equivalent  formal 
action  by  each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability 
standards  and  requirements ; and 

(b)  Establish  the  qualifications  for  exemption  from  a 
requirement  to  install  additional  controls,  perform  or  pay  for 
additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance . 

7.  (1)  Applications  by  a customer-generator  for 

interconnection  of  a qualified  electric  energy  generation  unit 
meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of 
this  section  to  the  distribution  system  shall  be  accompanied  by 
the  plan  for  the  customer-generator's  electrical  generating 
system,  including  but  not  limited  to  a wiring  diagram  and 
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specifications  for  the  generating  unit,  and  shall  be  reviewed  and 
responded  to  by  the  retail  electric  supplier  within  thirty  days 
of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety 
days  of  receipt  for  all  other  systems.  Prior  to  the 
interconnection  of  the  qualified  generation  unit  to  the 
supplier's  system,  the  customer-generator  will  furnish  the  retail 
electric  supplier  a certification  from  a qualified  professional 
electrician  or  engineer  approved  by  the  retail  electric  supplier 
that  the  installation  meets  the  requirements  of  subdivision  (1) 
of  subsection  6 of  this  section  . If  the  application  for 
interconnection  is  approved  by  the  retail  electric  supplier  and 
the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the 
approval  shall  expire  and  the  customer-generator  shall  be 
responsible  for  filing  a new  application . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric 
energy  generation  unit,  the  new  customer-generator  shall  be 
responsible  for  filing  a new  application  under  subdivision  (1)  of 
this  subsection  . 

8.  Each  commission-regulated  supplier  shall  submit  an 
annual  net  metering  report  to  the  commission,  and  all  other 
nonregulated  suppliers  shall  submit  the  same  report  to  their 
respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following 
information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its 
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net-metered  customer-generators;  and 


(3)  The  total  estimated  net  kilowatt-hours  received  from 
customer-generators . 

9.  The  commission  shall,  within  nine  months  of  January  1, 
2008,  promulgate  initial  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for 
interconnection  and  net  metering.  For  systems  of  ten  kilowatts 
or  less,  the  application  process  shall  use  an  all-in-one  document 
that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions . Any  rule  or 
portion  of  a rule,  as  that  term  is  defined  in  section  536.010, 
that  is  created  under  the  authority  delegated  in  this  section 
shall  become  effective  only  if  it  complies  with  and  is  subject  to 
all  of  the  provisions  of  chapter  536  and,  if  applicable,  section 
536.028.  This  section  and  chapter  536  are  nonseverable  and  if 
any  of  the  powers  vested  with  the  general  assembly  under  chapter 
536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and 
annul  a rule  are  subsequently  held  unconstitutional,  then  the 
grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted 
after  August  28 , 2007,  shall  be  invalid  and  void . 

10.  The  governing  body  of  a rural  electric  cooperative  or 
municipal  utility  shall,  within  nine  months  of  January  1,  2008, 
adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering . For  systems  of  ten  kilowatts 
or  less,  the  application  process  shall  use  an  all-in-one  document 
that  includes  a simple  interconnection  request , simple 
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procedures,  and  a brief  set  of  terms  and  conditions. 

11.  For  any  cause  of  action  relating  to  any  damages  to 
property  or  person  caused  by  the  generation  unit  of  a 
customer-generator  or  the  interconnection  thereof,  the  retail 
electric  supplier  shall  have  no  liability  absent  clear  and 
convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12  . The  estimated  generating  capacity  of  all  net  metering 
systems  operating  under  the  provisions  of  this  section  shall 
count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or 
mandate  adopted  by  the  Missouri  general  assembly  as  well  as  for 
purposes  of  compliance  with  any  applicable  federal  law . 

13.  The  sale  of  qualified  electric  generation  units  to  any 
customer-generator  shall  be  subject  to  the  provisions  of  sections 
407 .700  to  407  .720.  The  attorney  general  shall  have  the 
authority  to  promulgate  in  accordance  with  the  provisions  of 
chapter  536  rules  regarding  mandatory  disclosures  of  information 
by  sellers  of  qualified  electric  generation  units  . 

Any  interested  person  who  believes  that  the  seller  of  any 
electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or 
person,  may  report  the  same  to  the  attorney  general , who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and 
appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric 
supplier  shall  be  recoverable  in  that  utility  ' s rate  structure  . 
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15.  No  consumer  shall  connect  or  operate  an  electric 
generation  unit  in  parallel  phase  and  synchronization  with  any 
retail  electric  supplier  without  written  approval  by  said 
supplier  that  all  of  the  requirements  under  subdivision  (1)  of 
subsection  7 of  this  section  have  been  met . For  a consumer  who 
violates  this  provision,  a supplier  may  immediately  and  without 
notice  disconnect  the  electric  facilities  of  said  consumer  and 
terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used 
by  a customer-generator  may  be  held  liable  for  any  damages  to 
property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator . 

17.  The  seller,  installer,  or  manufacturer  of  any  electric 
generation  unit  who  knowingly  misrepresents  the  safety  aspects  of 
an  electric  generation  unit  may  be  held  liable  for  any  damages  to 
property  or  person  caused  by  the  electric  generation  unit  of  a 
customer-generator . 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-219) 


Subject 

Initiative  petition  from  David  Klindt  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  28,  2016) 


Date 


February  17,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

Section  386.890.2(4),  RSMo  - The  DED,  Division  of  Energy  (DE),  which  was  previously 
located  in  the  Department  of  Natural  Resources,  continues  to  certify  other  sources  of 
energy  that  become  available  as  renewable,  as  required  by  statute. 

DE  assumes  it  would  be  involved  in  the  implementation  of  this  proposal  that  modifies  the 
existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities, 
rural  electric  cooperatives  and  municipal  utilities.  It  is  assumed  there  would  be  a 
rulemaking  docket  to  revise  the  Public  Service  Commission’s  (PSC)  current  rules  to 
address  the  provisions  of  this  proposal  that  allow  additional  standby,  capacity, 
interconnection  or  other  fees  or  charges  to  recover  the  portion  of  fixed  costs  of  the  utility 
and  demand  charges  attributable  to  and  necessary  for  providing  service;  no  longer  require 
municipal  utilities  and  rural  electric  cooperatives  with  less  than  10,000  meters  to  offer  net 
metering  to  their  customers;  and  require  approval  by  utilities  of  the  professional 
electricians  or  engineers  that  install  net-metered  systems. 

Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and 
review  of  other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule 
language,  collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it 
would  monitor  and  participate  in  tariff  and  other  related  cases  where  revised  net  metering 
provisions  are  considered. 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  proposal  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 


Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 


each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
Finding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  expect  any  fiscal  impact 
should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.890.2.(3)(e)  states  "is  intended.  . . not  to  exceed  one  hundred  percent". 
"Intended"  is  existing  language  that  introduces  vagueness  in  the  section  since  it  is  not  a 
firm  number.  The  section  also  does  not  include  a period  of  time  over  which  the  electrical 
requirements  would  be  measured. 


Section  386.890.7  requires  the  customer-generator  to  furnish  the  retail  electric  supplier  a 
certification  for  a qualified  professional  electrician  or  engineer  approved  by  the  retail 
electric  supplier.  This  could  limit  competition  since  the  customer-generator  cannot 
choose  its  own  electrician  or  engineer. 

The  Office  of  Public  Counsel  (OPC)  indicated  this  petition  will  result  in  increased 
operating  expenses  of  $87,039  for  fiscal  year  2017,  $100,176  for  fiscal  year  2018,  and 
$101,126  for  fiscal  year  2019. 

This  initiative  petition  changes  the  definition  of  “customer  generator”  under  the  Missouri 
Net  Metering  and  Easy  Connection  Act,  expanding  the  potential  number  of  customer 
generators,  eligible  for  rate  reductions  because  it  also  changes  and  expands  the  number  of 
electric  retail  suppliers  covered  under  the  Act.  This  expansion  in  the  number  of  covered 
retail  electric  providers  to  those  subject  to  PSC  jurisdiction  will  initially  prompt 
additional  and  new  litigation  surrounding  who  is  eligible,  the  amount  of  cost  the  utility  is 
pennitted  to  offset  and  recover  in  rates,  and  impact  to  retail  ratepayer  rates  for  those 
customers  who  do  qualify  for  a reduction  in  their  electric  rates  through  potential  intra- 
class subsidization.  Additionally,  it  also  removes  a number  of  small  businesses  that  could 
qualify  as  “customer  generators,”  by  eliminating  municipal  suppliers  of  electric  service 
from  coverage  under  the  Net  Metering  and  Easy  Connection  Act,  which  could  result  in 
higher  electric  utility  bills  for  those  customers. 

The  estimated  impact  for  this  petition  was  based  on  a review  of  the  initial  impact  to  the 
office  from  similar  legislation  including  the  original  Missouri  Net  Metering  and  Easy 
Connection  Act  passage.  The  office  anticipates  an  additional  Vi  full-time  employee  (FTE) 
for  an  attorney,  Vi  FTE  for  an  auditor,  and  % FTE  for  an  analyst  to  handle  issues  brought 
up  during  rate  proceedings  because  of  this  proposed  legislation. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis  for  this  petition,  they  believe  that  implementation 
would  increase  municipal  electric  utility  revenues  by  approximately  $1,100  annually: 

1.  Reducing  the  number  of  cities  covered  by  net  metering  from  86  to  four 
(Springfield,  Independence,  Columbia,  and  Kirkwood) 

2.  There  appears  to  be  only  a marginal  level  of  interest  on  the  part  of  covered  cities 
to  implement  a “standby,  capacity,  interconnection,  or  other  fee”  for  net-metering 
customers,  therefore  the  additional  revenue  for  effected  cities  would  be  less  than 
$2,000  per  year  for  all  covered  cities. 

There  would  be  a minimal  reduction  in  costs  for  cities  not  covered  by  the  new  metering 
law  since  they  would  no  longer  be  required  to  notify  customers  annually  of  the  presence 
of  a net  metering  policy.  In  most  cases  those  notices  are  printed  on  monthly  billing 


statements  already  going  to  customers.  The  result  is  that  reduction  of  costs  would  likely 
be  negligible. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  approximately 
$101,000.  Local  government  electric  revenue  may  increase  $1,100  annually  with  minimal 
reduction  in  operating  costs. 
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The  Honorable  Nicole  Galloway 
Slate  Auditor 
State  Capitol  Building 
JelTerson  City,  MO  65101 


RE:  Petition  approval  request  from  David  Klindt  regarding  a proposed  statutory  amendment  to 

Chapter  3 86  (20 16-2 1 8) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  David  Klindt  on  January  21,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
liscal  note  summary  as  required  by  Section  I 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  Jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Hander,  Secretary  of  State  for  the  state  of  Missouri: 
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We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 


this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  In  which  I live  are  correctly  written  filler  my  name. 

W\ 


(Official  Ballot  title) 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF  _ 
1 


_,  being  first  duly  sworn.  *ay  (print  or  type  names  of  signers) 


CO 

CO 

ro 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

fl. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  tltereto  in  my  presence;  1 believe  that  each  lias  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  stale  of  Missouri 


HI 

rn 


m 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  Aid.  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Af  fiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this .day  of  , A.D.  201 , 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-cPlg 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A.  Section  386 . 890,  RSMo,  is  repealed  and  one  new 
section  enacted  in  lieu  thereof,  to  be  known  as  section  386.890, 
to  read  as  follows: 

386.890.  1.  This  section  shall  be  known  and  may  be  cited 

as  the  "Net  Metering  and  Easy  Connection  Act"  . 

2.  As  used  in  this  section,  the  following  terms  shall 

mean : 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel 
for  the  entity  generating  electricity,  as  defined  by  the 
governing  body  with  jurisdiction  over  any  municipal  electric 
utility,  rural  electric  cooperative  as  provided  in  chapter  394  , 
or  electrical  corporation  as  provided  in  this  chapter; 

0 "Commission",  the  public  service  commission  of  the 
state  of  Missouri; 

0 "Customer-generator",  the  owner  or  operator  of 
a qualified  electric  energy  generation  unit  which  : 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of 
not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or 
otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and 
synchronization  with  a retail  electric  supplier  and  has  been 
approved  by  said  retail  electric  supplier; 
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(e)  Is  intended  [primarily  to  offset  part  or  all]  not  to 
exceed  one  hundred  percent  of  the  customer-generator ' s own 
electrical  energy  requirements ; 

(f)  Meets  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  the 
National  Electrical  Code,  the  National  Electrical  Safety  Code, 
the  Institute  of  Electrical  and  Electronics  Engineers, 
Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the 
unit  and  interrupts  the  flow  of  electricity  back  onto  the 
supplier's  electricity  lines  in  the  event  that  service  to  the 
customer-generator  is  interrupted; 

(4)  "Department",  the  department  of  [natural  resources] 
economic  development; 

(5)  "Net  metering" , using  metering  equipment  sufficient  to 
measure  the  difference  between  the  electrical  energy  supplied  to 
a customer-generator  by  a retail  electric  supplier  and  the 
electrical  energy  supplied  by  the  customer-generator  to  the 
retail  electric  supplier  over  the  applicable  billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy 
produced  from  wind,  solar  thermal  sources,  hydroelectric  sources, 
photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced 
by  one  of  the  above-named  electrical  energy  sources,  and  other 
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sources  of  energy  that  become  available  after  August  28,  2007, 
and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier" , any 
[municipal  utility,  ] electrical  corporation  regulated  under  this 
chapter  that  provides  retail  electric  service  in  this  state,  [or] 
any  rural  electric  cooperative  under  chapter  394  that  provides 
retail  electric  service  in  this  state  and  that  serves  ten 
thousand  or  more  connected  meters,  or  any  municipal  utility  that 
provides  retail  electric  service  in  this  state  and  that  serves 
ten  thousand  or  more  connected  meters. 

3.  A retail  electric  supplier  shall : 

(1)  Make  net  metering  available  to  customer-generators  on  a 
first-come,  first-served  basis  until  the  total  rated  generating 
capacity  of  net  metering  systems  equals  five  percent  of  the 
utility's  single-hour  peak  load  during  the  previous  year,  after 
which  the  commission  for  a public  utility  or  the  governing  body 
for  other  electric  utilities  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above 
five  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application 
for  interconnection  if  the  total  rated  generating  capacity  of  all 
applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier ' s single-hour  peak  load  for  the  previous  calendar 
year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract 
that  is  identical  in  electrical  energy  rates,  rate  structure,  and 


3 


I 6rcQlS 

monthly  charges  to  the  contract  or  tariff  that  the  customer  would 
be  assigned  if  the  customer  were  not  an  eligible 
customer-generator  [but  shall  not] /except  that,  in  order  to 
ensure  that  no  eligible  customer-generator  shall  be  subsidized  by 
customers  who  are  not  customer-generators  and  if  approved  by  the 
commission  for  the  commission-regulated  supplier  or  by  the 
respective  governing  body  of  the  non-requlated  suppliers  the 
retail  electric  supplier  also  may  charge  the  customer-generator 
any  additional  standby,  capacity,  interconnection,  or  other  fee 
or  charge  that  [would  not  otherwise  be  charged  if  the  customer 
were  not  an]  is  reasonably  calculated  to  recover  that  portion  of 
the  fixed  costs  of  the  supplier  and  demand  charges  attributable 
to  and  necessary  for  providing  service  to  the  eligible 
customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering 
program  to  each  of  its  customers  with  the  method  and  manner  of 
disclosure  being  at  the  discretion  of  the  supplier. 

4 . A customer-generator  ' s facility  shall  be  equipped  with 
sufficient  metering  equipment  that  can  measure  the  net  amount  of 
electrical  energy  produced  or  consumed  by  the  customer-generator. 

If  the  customer-generator's  existing  meter  equipment  does  not 
meet  these  requirements  or  if  it  is  necessary  for  the  electric 
supplier  to  install  additional  distribution  equipment  to 
accommodate  the  customer-generator ' s facility,  the 
customer-generator  shall  reimburse  the  retail  electric  supplier 
for  the  costs  to  purchase  and  install  the  necessary  additional 
equipment.  At  the  request  of  the  customer-generator,  such  costs 
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maybe  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge 
may  be  recovered  from  the  customer-generator  over  the  course  of 
up  to  twelve  billing  cycles  . Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the 
customer-generator  shall  be  paid  for  by  the  customer-generator  . 

5.  Consistent  with  the  provisions  in  this  section,  the  net 
electrical  energy  measurement  shall  be  calculated  in  the 
following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier 
shall  measure  the  net  electrical  energy  produced  or  consumed 
during  the  billing  period  in  accordance  with  normal  metering 
practices  for  customers  in  the  same  rate  class,  either  by 
employing  a single,  bidirectional  meter  that  measures  the  amount 
of  electrical  energy  produced  and  consumed,  or  by  employing 
multiple  meters  that  separately  measure  the  customer-generator's 
consumption  and  production  of  electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the 
electricity  generated  by  the  customer-generator  during  a billing 
period,  the  customer-generator  shall  be  billed  for  the  net 
electricity  supplied  by  the  supplier  in  accordance  with  normal 
practices  for  customers  in  the  same  rate  class; 

(3)  If  the  electricity  generated  by  the  customer-generator 
exceeds  the  electricity  supplied  by  the  supplier  during  a billing 
period,  the  customer-generator  shall  be  billed  for  the 
appropriate  customer  charges  for  that  billing  period  in 
accordance  with  subsection  3 of  this  section  and  shall  be 
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credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the 
excess  kilowatt-hours  generated  during  the  billing  period,  with 
this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire 
without  any  compensation  at  the  earlier  of  either  twelve  months 
after  their  issuance  or  when  the  customer-generator  disconnects 
service  or  terminates  the  net  metering  relationship  with  the 
supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394  , 
or  municipal  utility,  upon  agreement  of  the  wholesale  generator 
supplying  electric  energy  to  the  retail  electric  supplier,  at  the 
option  of  the  retail  electric  supplier,  the  credit  to  the 
customer- genera  tor  may  be  provided  by  the  wholesale  generator . 

6.  (1)  Each  qualified  electric  energy  generation  unit  used 

by  a customer-generator  shall  meet  all  applicable  safety, 
performance,  interconnection,  and  reliability  standards 
established  by  any  local  code  authorities,  the  National 
Electrical  Code,  the  National  Electrical  Safety  Code,  the 
Institute  of  Electrical  and  Electronics  Engineers,  and 
Underwriters  Laboratories  for  distributed  generation . No 
supplier  shall  impose  any  fee,  charge,  or  other  requirement  not 
specifically  authorized  by  this  section  or  the  rules  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or 
other  requirement  would  apply  to  similarly  situated  customers  who 
are  not  customer-generators,  except  that  a retail  electric 
supplier  may  require  that  a customer-generator ' s system  contain  a 
switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device 
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or  feature  located  in  immediate  proximity  to  the 
customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect 
the  unit  from  the  utility ' s electric  distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a 
customer-generator  whose  system  meets  the  standards  and  rules 
under  subdivision  (1)  of  this  subsection  shall  not  be  required  to 
install  additional  controls,  perform  or  pay  for  additional  tests 
or  distribution  equipment,  or  purchase  additional  liability 
insurance  beyond  what  is  required  under  subdivision  (1)  of  this 
subsection  and  subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten 
kilowatts,  the  commission  for  public  utilities  and  the  governing 
body  for  other  utilities  shall,  by  rule  or  equivalent  formal 
action  by  each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability 
standards  and  requirements ; and 

(b)  Establish  the  qualifications  for  exemption  froma 
requirement  to  ins  tall  additional  controls , perform  or  pay  for 
additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance . 

7.  (1)  Applications  by  a customer-generator  for 

interconnection  of  a qualified  electric  energy  generation  unit 
meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of 
this  section  to  the  distribution  system  shall  be  accompanied  by 
the  plan  for  the  customer-generator's  electrical  generating 
system,  including  but  not  limited  to  a wiring  diagram  and 
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specifications  for  the  generating  unit,  and  shall  be  reviewed  and 
responded  toby  the  retail  electric  supplier  within  thirty  days 
of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety 
days  of  receipt  for  all  other  systems.  Prior  to  the 
interconnection  of  the  qualified  generation  unit  to  the 
supplier's  system,  the  customer-generator  will  furnish  the  retail 
electric  supplier  a certification  from  a qualified  professional 
electrician  or  engineer  approved  by  the  retail  electric  supplier 
that  the  installation  meets  the  requirements  of  subdivision  (1) 
of  subsection  6 of  this  section  . If  the  application  for 
interconnection  is  approved  by  the  retail  electric  supplier  and 
the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the 
approval  shall  expire  and  the  customer-generator  shall  be 
responsible  for  filing  a new  application . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric 
energy  generation  unit,  the  new  customer-generator  shall  be 
responsible  for  filing  a new  application  under  subdivision  (1)  of 
this  subsection  . 

8.  Each  commission-regulated  supplier  shall  submit  an 
annual  net  metering  report  to  the  commission,  and  all  other 
nonregulated  suppliers  shall  submit  the  same  report  to  their 
respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following 
information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its 
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net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from 
customer-generators . 

9.  The  commission  shall,  within  nine  months  of  January  1, 
2008,  promulgate  initial  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for 
interconnection  and  net  metering . For  systems  of  ten  kilowatts 
or  less,  the  application  process  shall  use  an  all-in-one  document 
that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions . Any  rule  or 
portion  of  a rule,  as  that  term  is  defined  in  section  536.010, 
that  is  created  under  the  authority  delegated  in  this  section 
shall  become  effective  only  if  it  complies  with  and  is  subject  to 
all  of  the  provisions  of  chapter  536  and,  if  applicable,  section 
536.028.  This  section  and  chapter  536  are  nonseverable  and  if 
any  of  the  powers  vested  with  the  general  assembly  under  chapter 
536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and 
annul  a rule  are  subsequently  held  unconstitutional,  then  the 
grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted 
after  August  28 , 2007,  shall  be  invalid  and  void . 

10.  The  governing  body  of  a rural  electric  cooperative  or 
municipal  utility  shall,  within  nine  months  of  January  1,  2008, 
adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering . For  systems  of  ten  kilowatts 
or  less,  the  application  process  shall  use  an  all-in-one  document 
that  includes  a simple  interconnection  request,  simple 
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procedures,  and  a brief  set  of  terms  and  conditions. 

11.  For  any  cause  of  action  relating  to  any  damages  to 
property  or  person  caused  by  the  generation  unit  of  a 
customer-generator  or  the  interconnection  thereof,  the  retail 
electric  supplier  shall  have  no  liability  absent  clear  and 
convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering 
systems  operating  under  the  provisions  of  this  section  shall 
count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or 
mandate  adopted  by  the  Missouri  general  assembly  as  well  as  for 
purposes  of  compliance  with  any  applicable  federal  law . 

13.  The  sale  of  qualified  electric  generation  units  to  any 
customer-generator  shall  be  subject  to  the  provisions  of  sections 
407.700  to  407 . 720 . The  attorney  general  shall  have  the 
authority  to  promulgate  in  accordance  with  the  provisions  of 
chapter  536  rules  regarding  mandatory  disclosures  of  information 
by  sellers  of  qualified  electric  generation  units  . 

Any  interested  person  who  believes  that  the  seller  of  any 
electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or 
person,  may  report  the  same  to  the  attorney  general,  who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and 
appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric 
supplier  shall  be  recoverable  in  that  utility ' s rate  structure . 
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15.  No  consumer  shall  connect  or  operate  an  electric 
generation  unit  in  parallel  phase  and  synchronization  with  any 
retail  electric  supplier  without  written  approval  by  said 
supplier  that  all  of  the  requirements  under  subdivision  (1)  of 
subsection  7 of  this  section  have  been  met . For  a consumer  who 
violates  this  provision,  a supplier  may  immediately  and  without 
notice  disconnect  the  electric  facilities  of  said  consumer  and 
terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used 
by  a customer-generator  may  be  held  liable  for  any  damages  to 
property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator . 

17.  The  seller,  installer,  or  manufacturer  of  any  electric 
generation  unit  who  knowingly  misrepresents  the  safety  aspects  of 
an  electric  generation  unit  may  be  held  liable  for  any  damages  to 
property  or  person  caused  by  the  electric  generation  unit  of  a 
customer-generator . 


11 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  21, 2016 


The  Honorable  Nicole  Galloway 
Slate  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  46  (20 1 6-2 1 7) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  January  20,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  I loffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  Ci  ty  65 1 o I 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kaiuler,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  atjhe  general 
election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  pc®  on:  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  n^lfcr^d  votingTatidress-and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  ’ \ • 
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(Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 

1. being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

X. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
anti County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  IB  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer)  Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Ka-S.17 


Be  it  enacted  by  llie  people  of  the  stale  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860.  386.870.  386.900.  386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  eneruv  resources  and  distributed  electric  uencration  provide  benefits  to  the 
electric  m id,  the  environment,  and  the  economy  of  Missouri.  It  shall  he  the  policy  of  the  state  to 
value  clean  enemy,  cnertzv  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386,900  to  386.1000  shall  be  known  and  may  he  cited  as  the  “Clean  Enemy 
Independence  and  Investment  Act  of  2016?’. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  chamiinz  stations  intended  to 
recharue  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  enemy  resource,  as  defined  in  386.900.  or  offset  with  renewable  enemy 
credits,  as  dellncd  in  393.1025.  Any  clean  energy  resources  or  renewable  cncmv  credits  used  for 
this  section  shall  count  toward  compliance  with  393.1030.  Investments  made  pursuant  to  this 
section  shall  not  raise  the  retail  rates  charged  to  the  customers  of  any  such  electrical  corporation 
by  more  than  one-half  of  one  percent  in  any  year.  In  calculating  this  one  percent,  any  reviewinu 
court  shall  uranl  the  Commission  the  maximum  amount  of  deference  allowed  under  the  law. 

386.890.  I . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  [municipal  electric  utility,]  rural 
electric  cooperative  as  provided  in  chapter  394[,  or  electrical  corporation  as  provided  in  this 
chapter]; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 


1 


16-cS! 


(I)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 


(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  How  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 


(4)  "Department",  the  department  of  [natural  resources  [economic  development,  division  of 
energy : 


(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or]  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 


3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  llrst-servcd  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  live  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  [the  commission  for  a public  utility 
or]  the  governing  body  for  the  supplierl other  electric  utilities]  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  live  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 

measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
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the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  cither  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  [For  any  rural  electric  cooperative  under  chapter  394.  or  municipal  utility.  uJUpon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee.  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  arc  not 
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customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( I ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplier  [other  utilities]  shall,  by  rule  or  equivalent 
formal  action!  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( I ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( I ) of  this 
subsection. 

8.  [Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s]Suppliers  shall  submit  [the  same]  an  annual  net 
metcrinu  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 
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(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  [The  commission  shall,  within  nine  months  of  January  1,  2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonscvcrablc  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  dale,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28.  2007,  shall  be  invalid  and  void. 

10.  | file  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility]  shall|, 
within  nine  months  of  January  I,  2008,]  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

[II.]  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

[12.]  JJL  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

[13.]  12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.1  13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 1 5. | J_4.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer’s  electric  service. 
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[ 1 6.]  15.  'I  lie  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

[17.]  16.  1 he  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  I.  I bis  section  shall  he  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  enemy  resources. 

2.  As  used  in  this  section,  the  followinu  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  averatie  cost  of  fuel  for  the  entity  ueneratinu  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter: 

(2)  "Clean  enemy  resource",  electrical  energy  produced  from: 

(a)  Wind: 

£b)  Solar  thermal  sources: 

£c]  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  parauraphs  (a)  throimh  (d)  of 
this  subdivision:  or 

(0  Other  sources  of  eneruv  that  become  available  after  January  1 . 20 1 7.  and  are  certified  as 
clean  bv  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  slate  of  Missouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  eneruv  generation 
unit  which: 

(a)  Is  powered  bv  a clean  energy  resource  or  micro  Cl  IP: 

(h)  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  live  hundred  kilowatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  bv  said  retail  electric  supplier: 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements: 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  ol 
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Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(n)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  How  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  development,  division  ol'energy; 

(6)  “Micro  Cl  IP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  hy  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period: 

(9)  "Retail  eleclrie  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  cuua  Is  seven  percent  ol'the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  lor  a public  utility  or 
the  governing  body  lor  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  he  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  lor  the  previous  calendar  year: 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  ol'the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sulllcient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
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necessary  tor  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  enemy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  cither  by  employing  a single.  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity: 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  bv  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  he  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4~)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier: 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  ( I)  Each  qualified  electric  energy  generation  unit  used  bv  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  bv  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
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fee,  charge,  or  other  requirement  would  apply  lo  similarly  situated  customers  who  arc  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  Unit  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (I)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  nay  lor  additional  tests  or  distribution  cuuipment,  or  purchase  additional 
liability  insurance  beyond  what  is  reel ui red  under  subdivision  ( I ) of  this  subsection; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for 
commission-regulated  suppliers  and  the  governing  body  for  other  utilities  shall,  by  rule: 

fa)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  ( I ) Applications  bv  a customer-generator  for  interconnection  of  a Qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator’s  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (I)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
bv  the  retail  electric  supplier  and  the  customer-generator  docs  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

X.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  lo  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 
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(3)  1 he  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  I lie  commission  shall  by  October  I.  2017  promulgate  any  rules  necessary  Tor  the 
administration  of  this  section  for  commission-regulated  suppliers,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  he  used  for  interconnection  and  net  metering. 

Any  court  reviewing  the  Commission’s  rulemaking  process  or  the  final  set  ol~  rules  shall  apply 
only  the  minimum  amount  of  review  and  scrutiny  to  the  rule.  Courts  shall  apply  the  maximum 
amount  of  deference  to  the  Commission  Tor  purposes  of  reviewing  the  rule.  For  systems  of  one 
hundred  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a 
simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any 
rule  or  portion  ofa  rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject 
to  all  of  the  provisions  ofehapter  536  and.  il~  applicable,  section  536,028.  This  section  and 
chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly  under 
chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  October  1, 2017.  shall  he  invalid  and  void. 

10.  The  governing  body  ofa  municipal  utility  shall  by  October  1.  2017  adopt  policies 
establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of 
one  hundred  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brier  set  of  terms  and 
conditions. 

I I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  ofa  customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  and  anticipated  energy  produced  from  all  net  metering 
systems  operating  under  the  provisions  of  this  section  shall  count  towards  the  respective  retail 
electric  supplier's  accomplishment  ol'anv  renewable  energy  portfolio  target  or  mandate  adopted 
by  the  Missouri  general  assembly. 

13.  The  sale  pl'qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407. 720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  ofehapter  536  rules  regarding  mandatory 
disclosures  oT  information  by  sellers  pl'qualified  electric  generation  units.  Anv  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  anv  electric  generation  unit 
poses  a danger  to  anv  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  anv  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  hv  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  ofa  tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  ol'anv  general  change  in  a supplier's  rates,  any 
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over-rccovcrv  or  imcler-rccovcrv  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  lie  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  dcsimi.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  commission-regulated 
supplier  to  estimate  the  total  generation  output  I'rom  all  customer-owned  generation  for  eacli  rate 
class  for  the  twelve-month  period  following  the  effective  date  ol’any  change  in  rates,  and  rales 
shall  be  set  using  energy  and  demand  hilling  units  that  reflect  the  estimated  reduction  ol'encrgy 
and  demand  likely  to  occur  due  to  customer-owned  generation.  When  considering  costs  for 
commission-regulated  suppliers,  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources.  To  the  extent  any  costs,  lost  revenues,  or  lost  earnings 
are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates  charged  to  the  customers  ol' 
any  such  electrical  corporation  by  an  average  of  more  than  one  percent  in  any  year.  Anv 
limitation  on  cost  recovery  shall  not  limit  the  availability  of  net  metering  except  as  provided  in 
subsection  3 of  this  section. 


1 5.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  for  a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer's  electric  service. 

16.  The  manufacturer  of  anv  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  anv  damages  to  property  or  person  caused  bv  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  ofan  electric  generation  unit  may  be  held  liable  for  anv  damages 
to  property  or  person  caused  bv  the  electric  generation  unit  of  a customer-generator. 

386.910,  1.  This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act." 

2.  Within  thirty  days  ofenaelmcnt  of  this  section,  the  commission  shall  open  a docket  and  by 
December  I.  2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  Facilities  and  set  a valuc-of-community-solar  rate  as  described  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  lac  i lily’’  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  live  or  more  customers  ofan 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 
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3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  oF 
community  solar  Facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900,  Electrical  corporations  shall  he  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  pi* the  electrical 
corporation’s  single-hour  peak  load  during,  the  previous  year,  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  sinule-hour  peak  load  duriim 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  lour  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
lour  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
eominunitv-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value. 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years.  Nothing 
in  this  subsection  shall  affect  the  commission’s  ratemaking  authority  over  electrical  corporations. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
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costs:  provide  earning  opportunities  lor  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section:  and  provide  options, 
which  mav  include  financial  incentives,  to  encourage  low-income  participation.  Any  court 
reviewinu  the  Commission's  rulemaking  process  or  the  Until  set  ol' rules  shall  apply  only  the 
minimum  amount  of  review  and  scrutiny  to  the  rule.  Courts  shall  apply  the  maximum  amount  of 
deference  to  the  Commission  for  purposes  ol' reviewinu  the  rule. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536,010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536,028.  This  section 
and  chanter  536  arc  nonscvcrable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chanter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  arc 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386. 1 000.  1 . For  all  tax  years  beginning  on  or  after  January  1 . 20 1 6,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a "clean  energy  tax  credit”,  attains!  the  state  tax  liability  incurred 
pursuant  to  chanter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-live  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  cneruv  tax  credits  offered  annually  shall  not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  tins 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating  current,  of  additional  clean  cneruv  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  hut  no  later  than  June  30.  2022.  the 
authorisation  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386,900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer"  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
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not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  oh  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386,890 
and  386.900.  per  fiscal  year.  The  determination  ofthe  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  publicly  available  reports,  including  FERC  Form 
Number  1 as  allowed  by  18  CFR  $ 141.  or  an  equivalent  as  determined  by  the  commission,  of 
megawatt  hours  sales  of retail  electricity  and  corresponding  revenues  for  the  preceding  calendar 
year  or  most  current  reporting  period  as  determined  by  the  commission.  The  commission  shall 
publish  the  value  of  electricity  used  in  Missouri  to  the  public  and  department  of  economic 
development  within  sixty  days  ofthe  enactment  of  this  section  and  at  least  forty-live  days  prior 
to  the  beginning  of  each  fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund’'  is  hereby  created  within  the  slate  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  ofthe  application  deposits  required  under  this  section.  All  ol'the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  bund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  ofeconomic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
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reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  nrioritv  in  (he  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamned.  shall  uo  throuuh  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  apnlieation  deposit,  which  shall  be  deposited  in  the  Clean  Encruv  l;und.  The 
denartment  mav  retain,  lor  the  purposes  of  administering  this  section,  tin  to  half  of  each 
application  deposit,  which  shall  not  he  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  lor  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  bv  the  department, 
shall  be  refunded  at  completion  oflhc  project  or  in  the  event  the  department  ofceonomic 
development  disapproves  the  project.  The  application  deposit  shall  he  retained  in  the  Clean 
Encruv  fund  if  the  application  is  withdrawn  bv  the  taxpayer  or  the  project  is  not  completed 
within  the  time  spccilled  under  this  section.  The  taxpayer  mav  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  Queue.  IT  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Enemy  Fund  until 
completion  of  the  project.  At  least  once  per  Quarter,  the  department  of  economic  development 
shall  publish  a list  identifvinu  the  amount  ol’ tax  credits  rceciviim  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  ol'tax  credits  reserved  lor  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  lax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  oF  ownership  or  site  control,  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  oF  the  eligible  property.  Such  evidence  mav  include  a 
warranty  deed,  closinu  statement  or  other  Form  approved  by  the  department.  Proof  of  site 
control  mav  be  evidenced  bv  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Dcsiun  plans  For  the  clean  encruv  resource  project,  ineludinu  one-line  diaurams  stamped 
bv  a professional  cnuinccr.  when  applicable; 

(3)  Fhe  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eliuiblc  For  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  rami  red  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Encruv  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  mav  reasonably 
require  to  review  the  project  For  approval. 

9,  If  an  application  is  removed  From  the  review  process,  the  department  ofceonomic 
development  shall  notify  the  taxpayer  in  writinu  of  the  decision  of  its  intent  to  disapprove, 
ineludinu  the  reasons  For  intending  to  disapprove,  and  to  remove  such  application  From  the 
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application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  ot  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-live  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  ofeconomic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  ofeconomic  development  that  the  maximum  amount  oferedits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  ofeconomic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  anv  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  oF  issuance  of  the  letter  from  the  department  of' 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Rlectrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
F.leclronics  Rngineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Kncrgy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  ofeconomic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Anv  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  ofeconomic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 
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1 3.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1,  3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  lor  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  For  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  lor  the  clean 
energy  resource  project.  The  taxpayer's  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  hv  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer's  total  lax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  he  deemed  to  be  economic  development  credits 
lor  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  he  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

I 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536,010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
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subiccl  to  all  ol  the  provisions  of  chapter  536,  Sue!)  rules  may  include  re  pay  mail  provisions 
necessary  to  recover  tax  credit  hendlts  from  taxpayers  found  to  have  used  IVaud  or 
misrepresentations  of  lact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  mav 
he  required  by  the  department  and  the  provisions  ol'sections  135.800  to  I35.K30. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-217) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  21,  2016) 


Date 


February  10,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 


proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  fde  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  including  participation  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  DE  assumes  it  would  monitor  and  participate  in  tariff  and 
other  related  cases  where  community  solar  facilities  are  established  for  purposes  of 
determination  of  eligibility  and  certification  under  the  RES. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 


386.910-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 


megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  PSC  pursuant  to  Section 
386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have  unknown  economic 
benefits  from  the  construction  and  installation  of  solar  energy  systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  (including  a 
portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section  386.910,  RSMo, 
above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 


$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  fiscal  year  2017 
until  such  time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 


the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 


Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Section 
386.890,  RSMo,  and  enacts  five  new  sections  entitled  the  "Clean  Energy  Independence 
and  Investment  Act  of  2016." 

The  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 


result  in  a total  state  revenue  reduction.  OA  does  not  have  the  data  to  estimate  the 
fiscal  impact.  The  DED  or  the  PSC  may  have  such  data. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earnings  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  does  not  have  the  data  to 
estimate  the  fiscal  impact.  The  DED  or  the  PSC  may  have  such  data. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  determined  by  the  PSC.  This  will  result  in  a total  state 
revenue  reduction.  This  will  also  impact  the  calculation  under  Article  X,  Section 
18(e)  of  the  Missouri  Constitution.  OA  understands  the  DED  and/or  the  PSC  may 
have  the  data  to  estimate  the  fiscal  impact,  therefore  OA  defers  to  the  DED  and  the 
PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 


funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  utility  cost  increases  to  their  county  of  about 
$1200  per  year.  Total  cost  could  be  much  higher  if  PSC  were  to  allow  rate  increases  to 
utility  companies  in  order  to  cover  costs  for  all  of  these  so  called  clean  energy  initiatives. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
bill  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  states  investments  made  pursuant  to  this  section  shall  not  raise  the  retail 
rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year;  however,  it  goes  on  to  say,  "In  calculating  this  one  percent..."  The 
PSC  suggests  the  drafter  clarify  whether  the  rate  increase  is  capped  at  one-half  of  one 
percent  or  one  percent. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 


this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator."  The  PSC  respectfully 
suggests  this  tenn  be  defined. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section."  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.910.7  adds  language  stating  that  any  court  reviewing  the  Commission's 
rulemaking  process  of  the  final  set  of  rules  shall  apply  only  the  minimum  amount  of 
review  and  scrutiny  to  the  rule  and  that  courts  shall  apply  the  maximum  amount  of 
deference  to  the  Commission  for  purposes  of  reviewing  the  rule.  It  is  the  PSC's 
understanding  that  this  language  was  added  to  address  concerns  related  to  placing  more 
defined  parameters  around  various  terms  such  as  lost  revenues,  earnings  opportunity, 
defining  the  retail  rate  impact,  etc. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

The  Office  of  Public  Counsel  (OPC)  indicated  this  petition  will  result  in  increased 
operating  expenses  of  $218,203  for  fiscal  year  2017,  $257,374  for  fiscal  year  2018,  and 
$259,879  for  fiscal  year  2019. 

This  petition  creates  a new  subsection  under  Chapter  386,  RSMo,  known  as  the  Enhanced 
Net  Metering  and  Easy  Connection  Act  in  addition  to  an  addition  in  Section  386.860, 
RSMo,  encouraging  an  electric  price  stability  mechanism  what  would  create  a need  for 
additional  resources  in  the  form  of  1 attorney  position,  1 utility  regulatory  analyst,  Vi  an 
auditor  position,  and  Vi  of  an  engineer  position.  The  petition  would  place  more  emphasis 
on  auditing  certain  energy  efficient  projects,  determining  engineering  capabilities  of  both 
the  regulated  utility  as  well  as  qualified  generators  who  want  access  to  the  electric  grid, 
as  well  as  new  and  novel  legal  concepts  that  would  likely  lead  to  more  issues  litigated 
during  a rate  proceedings  before  the  Commission.  Additionally  this  petition  allows 
regulated  electric  utilities  to  recover  the  costs  of  electric  vehicle  recharging  stations  in 
their  rate  base  as  part  of  a potential  utility  rate  increase.  This  additional  cost  of  added 
utility  plant  would  require  additional  audit  review  and  time  to  evaluate  the  prudence  of 
the  incurred  charges.  These  conclusions  were  reached  after  evaluating  the  overall  impact 
of  the  Infrastructure  Replacement  Surcharge  Mechanism  and  the  Fuel  Adjustment  Clause 
on  workload  and  case  load  within  the  office. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 


Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 


After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  of  approximately  $23,900,000  annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$1,520,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 
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Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  46 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371 ,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41 ,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.qov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013. 10 


10 


• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.23  The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=1 74 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvl  D=664&Bi  1 1 1 D=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 
ina/billsl  51  /sumpdf/HB0481 
C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill.asDX?S 
essionTvpe=R&BilllD=1 921 

8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


GG 


Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


Lebruary  1,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petition  2016-217 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  217: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petition.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal  impact 
of  the  initiative  petition  is  speculative.  Likewise,  petition  signers  and  voters  must  be  informed 
that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax  revenue 
to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales  volume. 
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Description  of  Policy 

Initiative  Petition  217  contains  three  main  statutory  provisions:  (1)  Changes  to  the  Missouri  Net 
Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the  “Community  Solar  Act”;  and  (3)  A state 
tax  credit  for  projects  producing  electrical  energy  from  a clean  energy  resource  - solar,  wind, 
hydroelectric,  or  certain  natural  gas  technologies. 


1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 2  - defined  as  revenue  from  sale  of  electricity  in  Missouri.  Unused 
credits  carryover  year  to  year  until  June  30,  2022 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 
every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  the  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petition  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  submitted 
by  the  proponent,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net 
Metering  and  Easy  Connection  Act.  See  Initiative  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 


2 

The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

3 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  are  unknown  but  substantial.* * 4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures) 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  the  petition  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petition.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 

decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually. 
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b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues,  we  must 
first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production.  Based  on 
federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in  Missouri. 
Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000  MWh/1,000,000  kWh 
maximum  on  new  electricity  generation,  new  production  from  such  tax  credits  would  produce 
approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000  KWh,  or  1,825  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new  production  is  valued  at 
$182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

The  total,  annual  loss  to  state  governments  due  to  the  tax  credits  is  76.9  million  to  435 
million  over  the  tax  credit  period.  There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period 
of  5.7  to  7.7  million,  depending  on  how  much  new  customer-generation  is  developed.  See 
attached  table. 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Burdens  on  Local  Governments 

Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petition  may  jeopardize 
the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer  decreased 
revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local  governments,  all  of 
which  may  be  reduced  or  discontinued  if  the  initiative  petition  is  enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

n 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

The  loss  to  local  governments  due  to  the  tax  credits  is  $40.4  million  over  the  tax  credit  period, 
then  $11.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petition  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues  to 
Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petition,  such  as  increases  in  net  metering  and  community  solar.  The  total  tax 
burden  on  state  government  imposed  by  the  petition  is  approximately  $498.6  million  over  the  tax 
credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity  thereafter. 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctvpe=linechart&ltype=pin&rtvpe=s&pin=&rse=0&maptvpe=0 


8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petition  217 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and  St. 
Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $920,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $1.5  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 
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c.TJ?Tfr  auditors  office 

James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 

Jason  Kander 

Secretary  of  State 
State  of  Missouri 

Elections  Division 
(573)751-2301 

January  14,2016 

Ko-caKo 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  451  (2016-216) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  January  14,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a liscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  or  S tate 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  1 1, 2016 


10-cQlS 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Unbares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  1 2 (20 16-215) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  January  8,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Informa  tion  Center 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

ro 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature') 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 
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NAME 

(Printed  or  Typed) 

1. 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL 
STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED 
OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer . 


Signature  of  Affiant  (Printed  Name  of  Affiant)  Address  of  Affiant 

(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this day  of 


, A.D.  20 1_. 


Signature  of  Notary 


Address  of  Notary 
My  commission  expires  _ 


Notary  Public  (Seal) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386.K90  is  amended  and  five  new  sections  arc  enacted,  to  be  known  as  sections  386.900. 386.910.  386.920. 386.930,  and  386.940.  to  read  as  follow  s 
386.890.  I This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy  Connection  Act" 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with  jurisdiction  over  any 
municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  pro\  ided  in  this  chapter. 

(2)  "Commission",  the  public  service  commission  of  the  stale  of  Missouri; 

(3)  “Customer-generator",  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  bv  contract  to  receive  the  electric  energy  generated  bv . a qualified  electric 
energy  generation  unit  which: 

(a)  Is  pow  ered  by  a renewable  energy  resource: 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  |onc  hundred  1 two  thousand  kilowatts: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said  retail  electric  supplier: 

(c)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  ow  n electrical  energy  requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the  National  Electrical  Safely 
Code,  the  Institute  of  Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission,  and  any  local  governing 
authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  electricity  lines  in  the  c\enl  that 
service  to  the  customer-generator  is  interrupted: 

(4)  "Department",  the  department  of  | natural  resources!  economic  development; 

(3)  "Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a customer-generator  by  a retail 
electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable  billing  period: 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells 
using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available  after  August  28.  2007.  and  are 
certified  as  renewable  by  the  department: 

(7)  "Retail  electric  supplier"  or  “supplier",  any  municipal  utility  , electrical  corporation  regulated  under  this  chapter,  or  rural  electric  cooperative  under  chapter 
394  that  provides  retail  electric  service  in  this  stale. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  av  ailablc  to  customer-generators  on  a first-come,  first-served  basis  until  the  total  rated  generating  capacity  of  net  metering  systems  equals 
live  percent  of  the  utility's  single-hour  peak  load  during  the  previous  y ear,  after  which  the  commission  for  a public  utility  or  the  governing  body  for  other  electric 
utilities  may  increase  the  total  rated  generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  y ear,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  dale  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier’s  single-hour  peak  load  for  the  previous  calendar 
year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that 
the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer-generator  any  additional  standby, 
capacity  , interconnection,  or  oilier  fee  or  charge  that  would  not  otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  w ith  the  method  and  manner  of  disclosure  being  at  the  discretion  of  the 
supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical  energy  produced  or 
consumed  by  the  customer-generator.  If  the  customer-generator's  existing  meter  equipment  docs  not  meet  these  requirements  or  if  it  is  necessary  for  (he  electric 
supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by 
the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recov  ered  front  the  customer-generator  over  the  course  of 
up  to  twelve  billing  cycles.  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for  by 
the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  m the  following  manner: 

(1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing  period  in  accordance  with 
normal  metering  practices  for  customers  in  the  same  rate  class,  cither  by  employing  a single,  bidirectional  meter  that  measures  the  amount  of  electrical  energy 
produced  and  consumed,  or  by  employ  ing  multiple  meters  that  separately  measure  the  customer-generator's  consumption  and  production  of  electricity : 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the  customer-generator  shall  be 
billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate  class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the  customer-generator  shall  be 
lulled  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  |shall  be  credited  an  amount  at  least  equal  to 
die  av  oided  fuel  cost  of  the  excess  kilo  wall-hours  generated  during  the  billing  period,  with  diis  credit  applied  to  the  following  billing  period]  all  net  excess 
kilowatt-hours  generated  shall  be  recorded  as  net  excess  energy  credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  moiilh-to-monlh  and 
credited  at  a ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subscoucnt  billing  periods. 

(4)  Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  (twelve  months  after  their  issuance! 
March  I or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394.  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric  energy  to  the  retail 
electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  (1 ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety . performance,  interconnection,  and  reliability 
standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics 
Engineers,  and  Underwriters  Laboratories  for  distributed  generation.  No  supplier  shall  impose  any  fee.  charge,  or  other  requirement  not  specifically  authorized 

by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the  Ice.  charge,  or  other  requirement  would  apply  to  similarly  situated  customers 
who  arc  not  customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  circuit  breaker,  fuse,  or 
other  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a utility  worker  (lie 
ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric  distribution  system. 


(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  w hose  system  meets  the  standards  and  rules  under  subdiv  ision  ( I ) of  this  subsection  shall  not  be 
required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability  insurance  beyond  what  is 
required  under  subdivision  ( I ) of  this  subsection  and  subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or 
equivalent  formal  action  by  each  respective  governing  body: 

la)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements:  and 

( b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or 
purchase  additional  liability  insurance. 

7.  (1 ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements  of  subdivision  (3)  of 
subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical  generating  system,  including  but 
not  limited  to  a w iring  diagram  and  specifications  for  the  generating  unit,  and  shall  be  reviewed  and  responded  to  bv  the  retail  electric  supplier  within  thirls  days 
of  receipt  for  systems  ten  kilowatts  or  less  and  w ilhin  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to 
the  supplier's  system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that  the 
installation  meets  the  requirements  of  subdivision  ( I ) of  subsection  0 of  this  section  If  the  application  for  interconnection  is  approved  by  the  retail  electric 
supplier  and  the  customer-generator  docs  not  complete  the  interconnection  within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and 
the  customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  for  filing  a new  application 
under  subdivision  ( 1 ) of  this  subsection. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonrcgulalcd  suppliers  shall  submit  the  same 
report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request,  including  the  following  information  for  the 
previous  calendar  year; 

( 1 ) The  total  number  of  customer-generator  facilities, 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators:  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators 

V.  The  commission  shall,  within  nine  months  of  January  I,  200X,  promulgate  initial  rules  necessary  for  the  administration  of  this  section  for  public  utilities,  which 
shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or 
portion  of  a rule,  as  that  term  is  defined  in  section  336.010,  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies 
w ith  and  is  subject  to  all  of  the  provisions  of  chapter  336  and.  if  applicable,  section  336  028.  This  section  and  chapter  336  arc  nonscvcrable  and  if  any  or  the 
powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held 
unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  August  28,  2007.  shall  be  invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  1. 2008.  adopt  policies  establishing  a simple 
contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  ten  kilow  atts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the  interconnection  thereof, 
the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards  the  respective  retail  electric 
supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly . 

13  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  to  407.720.  The  attorney 
general  shall  hav  e the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  336  rules  regarding  mandatory  disclosures  of  information  by  sellers  of 
qualified  electric  generation  units.  Any  interested  person  who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance 
standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney 
general,  who  shall  be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rate  structure 

13.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  w ith  any  retail  electric  supplier  without  written 
approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met  For  a consumer  w ho  violates  this 
provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  serv  ice. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in 
the  electric  generation  unit  of  a customer-generator. 

1 7 The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.90(1.  Sections  386  ‘300  through  386.940  shall  be  known  as  the  "Missouri  Energy  Freedom  Act".  These  sections  reflect  both  the  critical  role  that  abundant. 
affordable,  sustainable,  and  secure  supplies  of  renewable  enemy  have  in  advancing  the  economy  of  the  stale  and  the  security,  health  and  welfare  of  its  citizens. 
and  the  intent  of  the  people  to  promote  the  Iona  term  sustainability,  security . and  affordability  of  enemy  snmiK  fey  gneogrgging  the  development  and  utilization 
of  renewable  energy  In  the  people  of  tins  stale  The  right  of  citizens  to  directly  invest  in  renewable  energy  sources  to  meet  their  own  energy  needs,  while  also 
connecting  to  the  electric  grid,  shall  not  be  limited  more  than  is  necessary  to  protect  the  safety  and  security  of  the  electric  grid 

386,910.  As  used  in  sections  386,900  through  386.940.  the  following  terms  shall  mean 

( 1 ) "Aggregated  renewable  facility  metering",  a rale  and  metering  arrangement  th.it  allows  a property  owner  with  multiple  utility  accounts  on  one  properly  or 
adjacent  properties  or  contiguous  properties,  all  of  which  arc  served  bv  the  same  retail  electric  supplier,  such  as  but  not  limited  to,  a group  of  university  or 
hospital  buildings,  municipal  or  other  publicly  owned  premises,  a military  base,  public  housing,  shopping  mall,  or  farm  properties,  to  install  and  operate 
renewable  energy  facilities  that  together  do  not  exceed  3 MW  in  capacity  , on  such  property  or  on  the  adjacent  or  contiguous  property,  for  the  primary  purpose  ol 
offsetting  part  or  all  of  the  electrical  energy  requirements  associated  with  the  utility  accounts  on  such  properties,  and  allocate  the  related  community  renewable 
energy  credits  among  the  utility  accounts  on  such  property  or  adjacent  or  contiguous  property ; 

(2)  "Community  based  renewable  facility  access",  a rate  and  metering  arrangement  that  allows  for  multiple  retail  customers  who  are  located  in  a community  such 
as,  but  not  limited  to.  a condominium  complex,  industrial  park,  town,  or  city , to  contract . over  a minimum  13  year  term  for  energy  produced  bv  a renew  able 
energy  facility  dial  docs  not  exceed  3 MW  in  capacity  and  that  is  interconnected  to  the  same  public  utility  distribution  system  that  serves  the  premises  of  such 
retail  customers,  and  allocates  related  community  renewable  energy  credits  among  such  retail  customers,  prov  ided  however  that  the  3MW  limit  in  capacity  shall 
not  prevent  multiple  renewable  energy  facilities  serving  different  retail  customers  from  co-localing: 

(3)  "Comm unity  renewable  access  arrangements",  aggregated  renewable  facility  metering,  and  communilv-bascd  renewable  facil i tv  access: 

(4)  "Community  renewable  energy  credits",  either  the  per  kilowatt-hour  deduction  in  the  metered  usage  used  In  the  retail  electric  supplier  to  calculate  the  utility 
bill  of  a retail  customer  that  is  participating  in  a community  renewable  access  arrangement,  or  a financial  amount  credited  to  tile  utility  bill  of  such  a retail 
customer,  which  shall  be  calculated  bv  applying  a specified  amount  per  kilowatt-hour,  determined  as  set  forth  ill  rules  adopted  bv  the  commission  or  hi  the 


policies  ol~  (lie  go\  ailing  body  ol'a  nnmicipal  utility  or  rcliiil  electric  supplier,  lo  the  energy  uciicraled  bv  a renewable  energy  facilily  on  behalf  of  such 
customers: 

(3)  "Renew  able  enemy  resources",  the  same  meaning  as  set  forth  in  subdivision  (6)  of  subsection  2 of  section  3X6.89(1. 

(6)  ••Renewable  cncruv  facility  ",  a facility  that  produces  renew  able  cncruv  resources: 

(7)  "Retail  electric  supplier",  the  same  mcaninu  as  set  forth  in  subdiv  ision  (7)  of  subsection  2 of  section  386,890: 

(S)  "Utility  account"  or  "retail  customer"  means  a specific  customer  account  that  is  rcceivinu  service  and  billed  lor  such  sen  ice  bv  a retail  electric  supplier. 

386.920  NoH\  itlistandinu  any  provision  in  this  chapter  or  chapters  393  or  394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric  Reiteration  unit  sen  injj 
a customcr-ucncrator  as  dcUncd  in  section  386,890.  or  of  a renewable  cncruv  facility  that  is  used  in  a community  renewable  access  arranecnicnt  as  defined  in 
section  386,910,  that  provides  renewable  cncruv  resources  to  a retail  customer  tlirouuli  a power  purchase  aurccmcnt.  a sale  and  leaseback  of  equipment,  or  othei 
form  of  contract  between  the  retail  customer  and  the  owner  or  operator  of  such  qualified  electric  generation  unit  or  renewable  energy  facility,  shall  not  be 
determined  bv  reason  of . such  ownership,  operation,  contract,  or  provision  of  cncruv.  to  be  an  electrical  corporation  or  public  utility  as  those  terms  arc  defined  in 
section  386,020.  nor  shall  such  owner  or  operator  be  precluded  from  installing,  owning  or  opcralinu  the  Qualified  clcclric  unit  or  renewable  cncruv  lac  Mi  tv  as 
allowed  bv  section  386,91 0 or  section  386,930  and  providinu  the  related  renewable  cncruv  resources  to  a customer  that  is  rcceivinu  utility  sen  ice  from  a retail 
electric  supplier,  Nolliinu  in  this  subsection  shall  be  construed  as  anicndinu  or  superseding  the  commission's  authority  lo  ensure  safe  operation  of  any  clcclric 
plant  as  uranted  in  and  pursuant  lo  subsection  1 of  secli on  386.3 1 If 

386  930  I , F.ach  retail  clcclric  supplier  shall  offer  the  interconnection  and  mclcrinu  arrangements  and  community  renewable  cncruv  credits  necessary  lo  facilitate 
and  support  the  community  renewable  access  arrangements  defined  in  section  386,920. 

2.  Within  60  days  of  the  effective  dale  of  tins  section,  the  commission  shall  promuluatc  initial  rules  to  establish  the  terms  and  conditions  under  which  the  retail 
clcclric  suppliers  rcuulatcd  under  chapter  393,  shall  be  required  to  interconnect  with  and  support  each  of  the  community  renewable  access  arranucmcnls  defined 
in  section  386,910.  including  the  determination  of  community  renewable  cncruv  credits  to  be  applied  in  such  arranucincnts.  and  shall  conclude  such  proeeedinu 
bv  adoption  a proposed  rule  within  1 8(1  day  s of  promulunlinu  the  initial  rules  Within  twelve  months  of  the  effective  dale  of  this  section,  the  uoveminu  bodv  of  a 
municipal  utility  or  rural  electric  cooperative  shall  also  adopt  policies  cstablishnm  the  terms  and  conditions  under  which  such  municipal  utilities  or  rural  electric 
cooperatives  shall  be  rctiuired  to  interconnect  with  and  support  each  of  the  community  renewable  access  arranuemen  Is.  includinu  the  detenu  illation  of 

coni m unity  renew  able  cncruv  credits.  -Such  rules  or  policies  shall  provide  that  retail  electric  suppliers  shall  recover  the  costs  of  any  additional  distribution 
equipment  that  1 1 ic  rota  i I electric  supplier  is  required  lo  insla  U lo  accommodate  the  installation  of  the  renewable  cncruv  facility  that  is  part  of  a comm  unity 
renewable  access  arrangement  from  the  ow  ner  or  operator  of  such  facility  or  from  the  customers  participating,  in  the  community  renewable  access  arrangement. 
The  provisions  of  subsections  1 1,  13.  16,  and  17  of  section  386,890  shall  also  apply  lo  renewable  cncruv  facilities  used  in  community  renewable  access 
arranucmcnls  lo  the  same  extent  they  apply  to  the  generation  units  of  eustoincr-ucncrators  under  section  386.890. 

3.  In  any  rulemaking  or  etlici  luocccdinu  required  bv  subsection  2 of  this  section,  provisions  equivalent  to  the  interconnection  provisions  set  forth  in  subsections 
6.  7.  and  13  of  Section  386.890.  and  provisions  equivalent  to  those  in  subsection  5 of  section  386,890  for  the  calculation  of  a net  electrical  cncruv  mcasurcincni 
and  application  of  crcd 1 1 s for  net  excess  cncruv  generated,  shall  be  presumed  reasonable  and  shall  apply  lo  the  ul 1 1 tjv  hills  of  the  retail  customers  in  community 
renewable  access  arranuemcnls  unless  alternate  terms  and  conditions  arc  shown  bv  clear  and  convmcinu  evidence  to  be  necessary  either  to  protect  the  safely  and 
security  of  the  electric  urid  or  to  better  meet  the  criteria  set  forth  in  subsection  4 of  this  section.  In  no  circumstance,  however,  shall  the  com  mission  or  uoyern  i in; 
bodv  of  a municipal  utility  or  rural  clcclric  cooperative  approve  an  alternate  means  of  calculating  community  renewable  cncruv  credits  that  results  in  an  amount 
less  than  the  sum  of  the  retail  clcclric  su pplier's  avoided  cnc ruv  and  capacity  costs,  and  any  avoided  transmission  and  distribution  costs  that  result  from  the 
installation  and  operation  of  such  facility,  and  other  avoided  costs  identified  bv  the  commission  or  uoveminu  bodv  of  a nnmicipal  utility  or  rural  electric 
cooperative. 

■I.  In  adoplinu  tile  rules  or  policies  provided  for  in  this  section,  and  when  reviewing  tariffs,  contracts  for  sen  ice,  interconnection  agreements  or  rales,  or  deciding 
complaints  rclalinu  to  community  renewable  access  arranucmcnls.  the  commission  or  uoveminu  body  of  a municipal  utility  or  retail  electric  supplier  shall 
balance  each  of  the  following  objectives:  maximizing  the  use  of  in-stale  renewable  cncruv  resources  In  citizens  of  the  stale  and  removing  or  reducing  existing 
barriers  includinu.  but  not  limited  to,  requirements  for  costly  studies  and  other  preconditions  lo  interconnection  or  the  lack  of  standardized  terms,  lo  the  direct 
investment  bv  individuals,  businesses,  and  other  entities  in  renewable  energy  resources:  promoting  private  investment  in  renewable  capacity  in  the  stale, 
promoting  the  diversification  of  the  state's  supply  portfolio  and  reducing  the  state's  dependence  oil  fossil  fuel  energy  sources:  mitigating  more  costly 
transmission  and  distribution  investments  otherwise  needed  for  system  reliability  : encouraging  the  growth  of  jobs  and  other  economic  development  within  the 
stale:  minimizing  the  long  term  costs  associated  w ith  future  additions  of  capacity  needed  lo  meet  the  slate's  energy  requirements:  and  furthering  the  long  term 
affordability,  reliability,  and  security  of  energy  supply 

386.940,  I.  Any  taxpay  er  that  owns  a solar  powered  electric  energy  generation  unit  that  meets  the  requirements  for  net  metering  under  section  386.890.  or  solar 
powered  electric  energy  generation  unit  that  is  part  of  a community  renewable  access  arrangement,  and  that  has  incurred  costs  and  expenses  related  to  the 
construction,  design,  and  installation  of  that  generation  unit  on  or  after  the  cITcctivc  date  of  this  section,  shall,  subject  lo  the  provisions  of  subsections  ?.  throne, li  7 
of  this  section,  be  allowed  a stale  tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  1 43  (except  withholding  imposed  bv  sections  1 43  1 9 1 tg 
143,263).  if  the  director  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project.  The  lax  credit  provided  for  in  this  section  shall  be  known  ns 
the  “Missouri  Solar  Hnergy  Tax  Credit". 

2.  The  stale  Ins  credit  allowed  under  this  section  shall  not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  for  the  construction,  design,  and 
installation  of  that  generation  unit,  up  lo  a total  of  seventy-five  thousand  dollars  per  utility  metered  account;  provided,  however,  that  beginning  in  calendar  years 
2022  through  2031.  the  thirty-five  percent  limit  on  total  costs  and  expenses  shall  be  reduced  bv  an  amount  of  two  percent  per  year,  and  the  seventy  -five  thousand 
dollar  limit  shall  lie  reduced  bv  two  thousand  live  hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  lax  credits  allowed  under  this  section 
during  calendar  years  2022  tlirouuli  2031. 

3 In  no  event  shall  the  aggregate  amount  of  all  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  given  calendar  year  for  the  period 
beginning  with  the  effective  date  of  this  section  ihroiiuh  June  3(1.  2021,  During  the  calendar  years  2022  through  2031.  this  fifty  million  dollar  limit  for  the 
calendar  year  shall  be  reduced  each  year  bv  an  amount  equal  to  $2.3  million  dollars.  No  new  lax  credits  prov  ided  for  under  this  section  shall  be  authorized  alter 
June  30.  2031  The  department  of  revenue  shall  promulgate  rules  and  regulations  for  the  administration  of  tax  credits  issued  pursuant  lo  this  section,  and  establish 
the  procedure  bv  which  such  tax  credits  mav  be  claimed. 


4.  Anv  eligible  applicant  desiring  to  claim  a tax  credit  under  this  section  shall  first  request  an  eligibility  statement  from  the  department  of  revenue.  The  applicant 
shall  identify  the  generation  unit  for  which  a lax  credit  is  claimed;  the  costs  and  expenses  expected  to  be  incurred  bv  the  applicant  related  to  the  construction, 
design,  and  installation  of  the  unit:  the  nameplate  capacity  of  the  unit,  and  the  ownership  for  the  unit.  The  director  of  the  department  of  revenue  shall  issue  an 
eligibility  statement  within  thirty  (30)  davs  of  the  request  if  it  finds  that  the  applicant  qualifies  for  a credit  under  this  section.  Tax  credits  shall  be  awarded  on  a 
first-come,  fu  st-serve  basis,  until  the  limits  as  prov  ided  in  subsection  3 of  this  section  arc  reached.  The  department  of  revenue  may  promulgate  rules  and 
regulations  relating  lo  this  certification  process. 

3.  The  credit  authorized  bv  this  section  shall  not  be  refundable.  Any  amount  of  credit  which  exceeds  the  lax  due  for  a taxpayer's  taxable  year  mav  be  carried 
forward  to  any  of  the  taxpay  er's  five  subsequent  taxable  years. 

6,  All  or  anv  portion  of  tile  lax  credits  issued  in  accordance  with  this  section  mav  be  transferred,  sold,  or  assigned  to  a third  partv  Certification  of  transfer,  sale  or 
assignmc  nt  an  d other  appropriate  forms  must  be  filed  with  the  department  of  revenue. 


7 The  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  lo  the  tax  credits  issued  under  this  section 
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Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  January  1 1,  2016) 


Date 


February  1, 2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  indicated  this 
proposal  would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for 
fiscal  year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  Public 
Service  Commission  (PSC)  may  be  open  for  a year  or  more  and  include  several  full-day 
workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and  review  of 
other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule  language, 
collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it  would 
monitor  and  participate  in  tariff  and  other  related  cases  where  net  metering  provisions  are 
considered. 

Section  386.930  - Community  Renewable  Energy 

This  section  requires  retail  electric  suppliers  to  offer  interconnection  and  metering 
arrangements  and  community  renewable  energy  credits  for  community  renewable 
facilities  up  to  5 megawatts  (MW).  This  provision  requires  the  PSC  to  promulgate  rules. 
Similar  to  above,  DE  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  by  participating  in  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal  and  by  monitoring  and  participating  in  tariff  and  other  related  cases. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 


solar  tax  credit,  expansion  of  the  net-  metering/interconnection  size  from  100  kilowatts 
(kW)  to  2 MW  and  other  provisions,  and  the  inclusion  of  aggregated  renewable  facility 
metering  and  community  based  renewable  facility  access  up  to  5 MW  will  result  in  an 
increase  in  renewable  energy  installations  in  Missouri  which  may  be  used  for  RES 
compliance. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  could  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 
Section  386.930-  Community  Renewable  Energy 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  of  solar  facilities  for  the 
Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal  note,  DE  assumes  such 
consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  solar  energy 
installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also  anticipates  that 
the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems  from  100  kW 
to  2 MW  and  the  inclusion  of  community  renewable  facilities  would  result  in  an  increase 
in  other  renewable  energy  installations  in  Missouri  which  may  be  used  for  RES 
compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 


For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 
purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 


Their  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  DED  and  the  DE  as  they  would  be  more  familiar  with  the  subject 
matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  this  proposal  amends 
Section  386.890,  RSMo,  and  adds  five  new  sections  to  Chapter  386,  RSMo. 

Section  386.890,  RSMo,  assigns  the  DED,  rather  than  the  Department  of  Natural 
Resources,  as  the  party  responsible  for  certifying  an  energy  source  as  renewable,  along 
with  other  changes  related  to  customer-generators  and  net  excess  energy  credits. 

Sections  386.900-386.930,  RSMo,  enact  the  Missouri  Energy  Freedom  Act  to  enable 
interconnection  and  metering  arrangements  and  community  renewable  energy  credits 
necessary  to  support  a community  renewable  access  arrangement. 


Section  386.940,  RSMo,  establishes  the  “Missouri  Solar  Energy  Tax  Credit  Act”.  This 
Act  establishes  a state  income  tax  credit  for  up  to  35%  of  the  total  costs  and  expenses 
incurred  for  the  construction,  design,  and  installation  of  a solar  powered  electric  energy 
generation  unit,  with  a cap  of  $75,000  per  utility  metered  account.  The  aggregate  cap  for 
ah  tax  credits  allowed  under  this  section  is  $50  million.  No  new  tax  credits  under  this 
section  shah  be  authorized  after  June  30,  2031.  The  DOR  will  promulgate  rules  and 
administer  this  tax  credit  program. 

The  caps  are  gradually  reduced  as  shown  below: 


Year 

% 

Amt 

Cap 

2021 

35% 

$ 75,000 

$50.0  M 

2022 

33% 

$ 72,500 

$47.5  M 

2023 

31% 

$ 70,000 

$45.0  M 

2024 

29% 

$ 67,500 

$42.5  M 

2025 

27% 

$ 65,000 

$40.0  M 

2026 

25% 

$ 62,500 

$37.5  M 

2027 

23% 

$ 60,000 

$35.0  M 

2028 

21% 

$ 57,500 

$32.5  M 

2029 

19% 

$ 55,000 

$30.0  M 

2030 

17% 

$ 52,500 

$27.5  M 

2031 

15% 

$ 50,000 

$25.0  M 

Assuming  the  total  amount  allowed  is  issued,  this  proposal  will  have  a cost  of  $50  million 
until  2022  and  then  lower  costs  until  2031,  as  shown  above.  This  will  impact  the 
calculation  under  Article  X,  Section  18(e),  of  the  Missouri  Constitution. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 


statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  their  electric  suppliers  have  not 
indicated  the  impact  this  legislation  would  have  on  utility  rates  so  they  do  not  know  the 
impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Proposed  Section  386.890.18  states  “Notwithstanding  any  provision  in  this  chapter  or 
chapter  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric 
generation  unit  that  provides  renewable  energy  resources  to  a customer-generator  through 
a power  purchase  agreement...,  shall  not  be  detennined  by  reason  of  such  ownership, 
operation,  contract,  or  provision  of  energy  to  be  an  electrical  corporation  or  public  utility 
as  those  terms  are  defined  by  section  386.020....”  This  language  suggests  that  any 
electrical  corporation  providing  service  to  a customer-generator  could  be  exempt  from 
Section  386.020  and  potentially  somehow  exempt  from  commission  regulation  even  if 
already  regulated.  To  alleviate  any  possible  confusion  delete  the  words  “the  owner  or 
operator  of  a qualified  electric  generation  unit  that  provides  renewable  energy  resources 
to”  before  ‘a  customer-generator’  (which  is  already  limited  by  its  definition  of  generators 


producing  currently  1,000  kW  or  proposed  change  2,000  kW  and  the  limits  under  the 
definition  of  ‘community  based  renewable  facility  access’  of  5 MW).  Further,  the 
language  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and  394  to  the 
contrary,”  should  also  be  removed  to  not  potentially  conflict  with  regulation  of  electrical 
corporations. 

"Qualified  electric  generation  unit"  and  "qualified  electric  energy  generation  unit"  are 
used  throughout  the  proposal.  It  is  recommended  that  one  term  be  used  consistently  and 
be  defined. 

Proposed  Section  386.895  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

They  believe  that  implementation  of  this  petition  would  reduce  municipal  electric  utility 
revenues  of  approximately  $17,000,000  annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$1,520,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software. 

This  petition  authorizes  private  corporations  to  implement  solar  generation  facilities  of  up 
to  5 MW  and  sell  their  power  to  selected  groups  of  residential  and  commercial  customers. 
For  purposes  of  evaluating  the  financial  impact  on  cities,  they  estimated  one  facility  per 
city,  and  calculated  lost  revenues  at  $52,450,000  per  year. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  14,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-213  through  2016-215 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  213,  214,  and  215 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 


1 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

Description  of  Policy 

Initiative  Petitions  213-215  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 

B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  2031. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves.  See  Petitions  213-215. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 
significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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model,  similar  to  net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

iii.  Tax  credits  - Initiative  Petitions  213-215 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 
approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,* * * 4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 


~ The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 

4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 

an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 
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Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).* * * * 5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  213-215,  the  total,  annual  loss  to  state  governments  due  to  the  tax 
credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss  during  the  tax 
credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of 
$7.6  million,  based  on  expected  customer-generation  resourced  developed.  See  attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 


5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 

Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 

24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 

Under- 1 .00-Per-Watt-Fully-Installed. 
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iii.  Tax  credits  - Initiative  Petitions  213-215  - Cost  of  eroding  tax  base  due  to  new  energy 
generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7. 81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 

The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $321.1  million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctvpe=linechart&Uvpe=pin&rtvpe=s&pin=&rse=0&maptvpc=0 


Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 

$3.50  -i 


$3.00 

$2.50 

$2.00 

$1.50 

$1.00 

$0.50 

$0.00 


$2.90 


$0.65 

$0.30 


2014E 


$0.23 


2015E 


$2.15 


201 6E 


$1.77 


I $0.20  I 

$0.45 

$0.17 


$0.16 


2017E 


■ Panel  ■ Inverter  ■ Racking  BOther BoS  ■ Installation  ■ Sales  nOther  Total 


7 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Graves  Garrett  llc 


National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  213-215 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 

$/MWh  Retail  Rate 


$100 


MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Solar  Tax  Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise)  $137,812,581 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  $25  million  to  $50  million  annually  until  June 
30,  2031,  with  approximately  $200,000  annual  increased  operating  costs.  Local 
government  electric  revenue  may  decrease  $69.5  million  annually  with  $1.5  million 
increased  operating  costs.  Other  resulting  economic  activity  will  have  an  unknown 
impact  on  state  and  local  governments. 


Jason  Kander 


James  C.  Kirkpatrick. 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  1 1,  2016 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  II  (2016-214) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  January  8,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this 

petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  viltage  in  which  I live  are  correctly  written  after  my  name. 

S' 


(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Citv,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer . 


Signature  of  Affiant  (Printed  Name  of  Affiant)  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  20 1_. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386.890  is  amended  and  one  new  section  is  added,  to  be  known  as  section  386.895,  to  read  as  f< 

386  890.  1.  This  section  shall  be  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act”. 

2.  As  used  in  this  section,  the  following  terms  shall  mean. 

(1)  “Avoided  fuel  cost”,  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as 
provided  in  this  chapter; 

(2)  “Commission”,  the  public  service  commission  of  the  state  of  Missouri; 

(3)  “Customer-generator”,  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  by  contract  to  receive  the  electric  enemy 
generated  by,  a qualified  electric  energy  generation  unit  which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  [one  hundred]  two  thousand  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said 
retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy  requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy 
Regulatory  Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  electricity 
lines  in  the  event  that  service  to  the  customer-generator  is  interrupted; 

(4)  “Department”,  the  department  of  [natural  resources]  economic  development: 

(5)  “Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 
customer-generator  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period; 

(6)  “Renewable  energy  resources”,  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic 
cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy 
that  become  available  after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  “Retail  electric  supplier"  or  “supplier”,  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric 
cooperative  under  chapter  394  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until  the  total  rated  generating  capacity  of 
net  metering  systems  equals  five  percent  of  the  utility’s  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for 
a public  utility  or  the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of  net  metering 
systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve 
any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to 
date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier’s  single-hour  peak  load  for  the  previous 
calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rate  structure,  and  monthly  charges  to 
the  contract  or  tariff  that  the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge 
the  customer-generator  any  additional  standby,  capacity,  interconnection,  or  other  Ice  or  charge  that  would  not  otherwise  be  charged  if 
the  customer  were  not  an  eligible  customer-generator;  and 

13)  Disclose  annuallyjbe  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  of  disclosure 
being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical 
energy  produced  or  consumed  by  the  customer-generator.  If  the  customer-generator’s  existing  meter  equipment  docs  not  meet  these 
requirements  or  if  it  is  necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer- 
generator’s  facility,  the  customer-generator  shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  install  the  necessary 
additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer- 
generator  shall  be  paid  for  by  the  customer-generator. 


5 Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner: 


( 1 ) l or  a customer-generator,  a reiail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing 

period  in  accordance  with  normal  metering  practices  for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional 
meter  that  measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure 
the  customer-generator’s  consumption  and  production  of  electricity;  | 

(2)  It  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the 


customer-generator  shall  be  billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in 
the  same  rate  class; 


(3)  II  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this 
section  and  [shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing 
period,  with  this  credit  applied  to  the  following  billing  period)  all  net  excess  kilowatt-hours  uenerated  shall  be  recorded  as  net  excess 
energy  credits  per  kilowatt-hour  anti  those  credits  shall  be  carried  forward  from  month-to-month  and  credited  at  a ratio  of  one-to-one 
against  the  customer-generator's  energy  consumption  in  subsequent  billing  periods; 

(4)  Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  [twelve 
months  after  their  issuance]  March  I or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship 
with  the  supplier; 


(5)  for  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
electric  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  Ire 
provided  by  the  wholesale  generator. 

6(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National 
Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation. 
No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically  authorized  by  this  section  or  the  rales  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  circuit 
breaker,  fuse,  or  other  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system, 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdivision  ( 1 ) of  this 
subsection  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and  subsection  4 of  this  section. 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  by  rule  or  equivalent  formal  action  by  each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements,  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance. 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (3)  of  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer- 
generator's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and 
shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system, 
the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that 
the  installation  meets  the  requirements  of  subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is 
approved  by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  year  after  receipt 
of  notice  of  the  approval,  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  lor  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  for 
filing  a new  application  under  subdivision  ( 1 ) of  this  subsection. 

8,  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulated 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier 
upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9 The  commission  shall,  within  nine  months  of  January  I,  2008,  promulgate  initial  rules  necessary  for  the  administration  of  this 
section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net 
metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is 
defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with 
and  is  subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove 
and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
August  28,  2007,  shall  be  invalid  and  void 


10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  1 , 2008,  adopt  policies 
establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of 
the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards 
the  respective  retail  electric  supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

13  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407  700  to 
407.720  The  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding 
mandatory  disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  that  the 
seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rate  structure. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  1 1 ) of  subsection  7 of  this  section 
have  been  met.  For  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  or 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator. 

1 7.  fhe  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer- 
generator 

18  Notwithstanding  any  provis i q n in  this  chapter  or  chapters  393  and  394  to  the  contrary,  the  owner  or  operator  of  a Qualified  electric 
generation  unit  that  provides  renewable  cneruv  resources  to  a cuslomcr-uenerator  through  a power  purchase  agreement,  a sale  and 
leaseback  of  equipment,  or  other  form  of  contract  between  the  customer-generator  and  the  owner  or  operator  of  the  qualified  electric 
generation  unit,  shall  not  be  determined  bv  reason  of  such  ownership,  operation,  contract,  or  provision  of  energy  to  bean  electrical 
corporation  or  public  util i tv  as  those  terms  are  defined  in  section  386.020,  nor  shall  it  be  precluded  from  installing,  owning  or 
operating  the  qualified  electric  unit  and  providing  the  related  renewable  energy  resources  to  a customer  that  is  being  served  by  a retail 
electric  supplier. 

386  895,  I Any  taxpayer  that  owns  a solar  powered  electric  energy  generation  unit  or  solar  facility  that  meets  the  requirements  for  net 
metering  under  section  386.860,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  of  that 
facility  on  or  after  the  effective  date  of  this  section,  shall,  subject  to  the  provisions  of  subsections  2 through  7 of  this  section,  be 
allowed  a state  tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  143  (except  withholding  imposed  by  sections  143  191 
to  1 43,265),  if  the  director  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project  I'lie  tax  credit  provided  for  in 
thi s see t i on  shall  be  known  as  the  “Missouri  Solar  Energy  Tax  Credi r. 

2.  The  state  tax  credit  allowed  under  this  section  shall  not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  for  the 
construction,  design,  and  installation  of  that  facility,  up  to  a total  of  seventy-five  thousand  dollars  per  utility  metered  account: 
provided  however  that  beginning  in  calendar  years  2022  through  2031.  the  thirty-five  percent  limit  on  total  costs  and  expenses  shall  be 
reduced  bv  an  amount  of  two  percent  per  year,  and  the  seventy-five  thousand  dollar  limit  shal I be  reduced  by  two  thousand  five 
hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  tax  credits  allowed  under  this  section  during  calendar  years  2022 
through  203 1 , 

3 In  no  event  shall  the  aggregate  amount  of  all  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  given  calendar 
year  for  the  period  beginning  with  the  effective  date  of  this  section  through  June  30,  2021.  During  the  calendar  years  2022  through 
203 1 , this  fifty  million  dollar  limit  for  the  calendar  year  shall  be  reduced  each  year  bv  an  amount  equal  to  $2.5  million  dollars.  No  new 
tax  credits  provided  for  under  this  section  shall  be  authorized  after  June  30.  203  I The  department  of  revenue  shall  promulgate  rules 
and  regulations  for  the  administration  ol’lax  credits  issued  pursuant  to  this  section,  and  establish  the  procedure  by  which  such  lax 
credits  may  be  claimed. 

4 Any  eligible  applicant  desiring  to  claim  a tax  credit  under  this  section  shall  first  request  tin  eligibility  statement  from  the  department 
of  revenue.  The  applicant  shall  identify:  the  facility  for  which  a tax  credit  is  claimed:  the  costs  and  expenses  expected  to  be  incurred 
bv  the  applicant  related  to  the  construction,  design,  and  installation  of  the  facility:  the  nameplate  capacity  of  the  facility;  and  the 
ownership  for  the  facility  I'lie  director  of  the  department  of  revenue  shall  issue  an  eligibility  statement  within  thirty  (30)  days  of  the 
request  if  it  finds  that  the  applicant  qualifies  lor  a credit  under  this  section.  Tax  credits  shall  be  awarded  on  a first-come.  In sl-sei v e 
basis,  until  the  limits  as  provided  in  subsection  3 of  this  section  arc  reached  The  department  of  revenue  may  promulgate  rules  and 
regulations  relating  to  this  certification  process. 

5 The  credit  authorized  bv  this  section  shall  not  be  refundable.  Any  amount  of  credit  which  exceeds  the  tax  due  for  a taxpayer's 
taxable  year  may  be  carried  forward  to  any  of  the  taxpayer’s  five  subsequent  taxable  years. 

6 All  or  any  portion  of  the  tax  credits  issued  in  accordance  with  this  section  may  be  transferred,  sold,  or  assigned  to  a third  party 
Certification  of  transfer,  sale  or  assignment  and  other  appropriate  forms  must  be  Filed  with  the  department  of  revenue. 

7 The  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  to  the  lax  credits  issued  under  this  section 
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Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  indicated  this 
proposal  would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for 
fiscal  year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  Public 
Service  Commission  (PSC)  may  be  open  for  a year  or  more  and  include  several  full-day 
workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and  review  of 
other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule  language, 
collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it  would 
monitor  and  participate  in  tariff  and  other  related  cases  where  net  metering  provisions  are 
considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
tax  credit  and  expansion  of  the  net-  metering/interconnection  size  from  100  kilowatts 
(kW)  to  2 megawatts  (MW)  will  result  in  an  increase  in  net-metered  renewable  energy 
installations  (as  modified  by  Section  386.890,  RSMo,  of  this  proposal)  in  Missouri  which 
may  be  used  for  RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  could  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal  note,  DE  assumes 
such  consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also 
anticipates  that  the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems 
from  100  kW  to  2 MW  would  result  in  an  increase  in  other  net-metered  renewable  energy 
installations  in  Missouri  which  may  be  used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 


purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

Their  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  DED  and  the  DE  as  they  would  be  more  familiar  with  the  subject 
matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 


Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  this  proposal  amends 
Section  386.890,  RSMo,  and  adds  Section  386.895,  RSMo,  entitled  “Missouri  Solar 
Energy  Tax  Credit”. 

Section  386.890,  RSMo,  assigns  the  DED,  rather  than  the  Department  of  Natural 
Resources,  as  the  party  responsible  for  certifying  an  energy  source  as  renewable  and 
makes  other  changes  related  to  customer-generators  and  net  excess  energy  credits. 

Section  386.895,  RSMo,  establishes  the  “Missouri  Solar  Energy  Tax  Credit  Act”.  This 
Act  establishes  a state  income  tax  credit  for  up  to  35%  of  the  total  costs  and  expenses 
incurred  for  the  construction,  design,  and  installation  of  a solar  powered  electric  energy 
generation  unit,  with  a cap  of  $75,000  per  utility  metered  account.  The  aggregate  cap  for 
all  tax  credits  allowed  under  this  section  is  $50  million.  No  new  tax  credits  under  this 
section  shall  be  authorized  after  June  30,  2031.  The  DOR  will  promulgate  rules  and 
administer  this  tax  credit  program. 


The  caps  are  gradually  reduced  as  shown  below: 


Year 

% 

Amt 

Cap 

2021 

35% 

$ 75,000 

$50.0  M 

2022 

33% 

$ 72,500 

$47.5  M 

2023 

31% 

$ 70,000 

$45.0  M 

2024 

29% 

$ 67,500 

$42.5  M 

2025 

27% 

$ 65,000 

$40.0  M 

2026 

25% 

$ 62,500 

$37.5  M 

2027 

23% 

$ 60,000 

$35.0  M 

2028 

21% 

$ 57,500 

$32.5  M 

2029 

19% 

$ 55,000 

$30.0  M 

2030 

17% 

$ 52,500 

$27.5  M 

2031 

15% 

$ 50,000 

$25.0  M 

Assuming  the  total  amount  allowed  is  issued,  this  proposal  will  have  a cost  of  $50  million 
until  2022  and  then  lower  costs  until  2031,  as  shown  above.  This  will  impact  the 
calculation  under  Article  X,  Section  18(e),  of  the  Missouri  Constitution. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 


for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  their  electric  suppliers  have  not 
indicated  the  impact  this  legislation  would  have  on  utility  rates  so  they  do  not  know  the 
impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Proposed  Section  386.890.18  states  “Notwithstanding  any  provision  in  this  chapter  or 
chapter  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric 
generation  unit  that  provides  renewable  energy  resources  to  a customer-generator  through 
a power  purchase  agreement...,  shall  not  be  detennined  by  reason  of  such  ownership, 
operation,  contract,  or  provision  of  energy  to  be  an  electrical  corporation  or  public  utility 
as  those  terms  are  defined  by  section  386.020....”  This  language  suggests  that  any 
electrical  corporation  providing  service  to  a customer-generator  could  be  exempt  from 
Section  386.020  and  potentially  somehow  exempt  from  commission  regulation  even  if 
already  regulated.  To  alleviate  any  possible  confusion  delete  the  words  “the  owner  or 
operator  of  a qualified  electric  generation  unit  that  provides  renewable  energy  resources 
to”  before  ‘a  customer-generator’  (which  is  already  limited  by  its  definition  of  generators 
producing  currently  1,000  kW  or  proposed  change  2,000  kW).  Further,  the  language 
“Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and  394  to  the  contrary,” 
should  also  be  removed  to  not  potentially  conflict. 

Also  absent  from  this  proposal  is  an  additional  sentence  clearly  delineating  that  this  does 
not  diminish  or  supersede  the  commission’s  authority  to  ensure  safe  operation  of  any 
electric  plant.  The  PSC  respectfully  suggests  that  this  sentence  should  be  added  in  for 
clarity. 


"Qualified  electric  generation  unit"  and  "qualified  electric  energy  generation  unit"  are 
used  throughout  the  proposal.  It  is  recommended  that  one  term  be  used  consistently  and 
be  defined. 


Proposed  Section  386.895  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

They  believe  that  implementation  of  this  petition  would  reduce  municipal  electric  utility 
revenues  of  approximately  $17,000,000  annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$1,520,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  14,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-213  through  2016-215 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  213,  214,  and  215 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 
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Description  of  Policy 

Initiative  Petitions  213-215  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 

B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  2031. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves.  See  Petitions  213-215. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 
significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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model,  similar  to  net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

iii.  Tax  credits  - Initiative  Petitions  213-215 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 
approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,* * * 4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 


~ The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 

4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 

an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 
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Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).* * * * 5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  213-215,  the  total,  annual  loss  to  state  governments  due  to  the  tax 
credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss  during  the  tax 
credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of 
$7.6  million,  based  on  expected  customer-generation  resourced  developed.  See  attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 


5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 

Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 

24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 

Under- 1 .00-Per-Watt-Fully-Installed. 
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iii.  Tax  credits  - Initiative  Petitions  213-215  - Cost  of  eroding  tax  base  due  to  new  energy 
generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7. 81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 

The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $321.1  million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  213-215 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 

$/MWh  Retail  Rate 


$100 


MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Solar  Tax  Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise)  $137,812,581 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  $25  million  to  $50  million  annually  until  June 
30,  2031,  with  approximately  $200,000  annual  increased  operating  costs.  Local 
government  electric  revenue  may  decrease  $17  million  annually  with  $1.5  million 
increased  operating  costs.  Other  resulting  economic  activity  will  have  an  unknown 
impact  on  state  and  local  governments. 
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The  Honorable  Nicole  Galloway 
Slate  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  1 0 (20 1 6-2 1 3) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  January  8,  2016. 

We  arc  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this 

petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  orTvpcd) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I ant  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

— payer - — . 


Signature  of  Affiant 

(Printed  Name  of  Affiant) 

Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 

day  of 

, A.D.  20 1_. 

Signature  of  Notary 

Address  of  Notary 

Notary  Public  (Seal) 

My  commission  expires 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386.890  is  amended  and  one  new  section  is  added,  to  be  known  as  section  386.895,  to  read  as  follows: 

386.890.  I . This  section  shall  be  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act”. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) “Avoided  fuel  cost”,  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as 
provided  in  this  chapter; 

(2)  “Commission”,  the  public  service  commission  of  the  state  of  Missouri; 

(3)  “Customer-generator”,  the  owner  or  operator  of  a qualified  electric  energy  generation  unit  which: 

(a)  Is  powered  by  a renewable  energy  resource: 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  [one  hundred!  two  thousand  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said 
retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy  requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy 
Regulatory  Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier’s  electricity 
lines  in  the  event  that  service  to  the  customer-generator  is  interrupted; 

(4)  “Department”,  the  department  of  [natural  resources]  economic  development: 

(5)  “Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 
customer-generator  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period; 

(6)  “Renewable  energy  resources”,  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic 
cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy 
that  become  available  after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  “Retail  electric  supplier”  or  “supplier”,  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric 
cooperative  under  chapter  394  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until  the  total  rated  generating  capacity  of 
net  metering  systems  equals  five  percent  of  the  utility's  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for 
a public  utility  or  the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of  net  metering 
systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve 
any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to 
date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak  load  for  the  previous 
calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rate  structure,  and  monthly  charges  to 
the  contract  or  tariff  that  the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge 
the  customer-generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not  otherwise  be  charged  if 
the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  of  disclosure 
being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical 
energy  produced  or  consumed  by  the  customer-generator.  If  the  customer-generator's  existing  meter  equipment  does  not  meet  these 
requirements  or  if  it  is  necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer- 
generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  install  the  necessary 
additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles.  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer- 
generator  shall  be  paid  for  by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing 
period  in  accordance  with  normal  metering  practices  for  customers  in  the  same  rale  class,  either  by  employing  a single,  bidirectional 


meter  that  measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure 
the  customer-generator's  consumption  and  production  of  electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in 
the  same  rate  class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this 
section  and  [shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing 
period,  with  this  credit  applied  to  the  following  billing  period]  all  net  excess  kilowatt-hours  generated  shall  be  recorded  as  net  excess 
eneruv  credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  month-to-month  and  credited  at  a ratio  of  one-to-one 
auainst  tile  customer-uenerator's  enemy  consumption  in  subsequent  billing  periods; 

(4)  Any  net  excess  eneruv  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  [twelve 
months  after  their  issuance]  March  I or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship 
with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
electric  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be 
provided  by  the  wholesale  generator. 

6.  ( I ) liach  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National 
Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation. 
No  supplier  shall  impose  any  Ice,  charge,  or  other  requirement  not  specifically  authorized  by  this  section  or  the  rules  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  circuit 
breaker,  fuse,  or  other  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system, 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdivision  (1)  of  this 
subsection  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and  subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  by  rule  or  equivalent  formal  action  by  each  respective  governing  body; 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance. 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (3)  of  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer- 
generator's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and 
shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system, 
the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that 
the  installation  meets  the  requirements  of  subdivision  ( 1 ) of  subsection  6 of  this  section  If  the  application  for  interconnection  is 
approved  by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  year  alter  receipt 
of  notice  of  the  approval,  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  for 
filing  a new  application  under  subdivision  (1 ) of  this  subsection. 

8  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulated 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier 
upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators,  and 


(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9 The  commission  shall,  within  nine  months  of  January  1, 2008,  promulgate  initial  rules  necessary  for  the  administration  of  this 
section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net 
metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is 
defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with 
and  is  subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove 
and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
August  28,  2007,  shall  be  invalid  and  void 

1 0 The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  1 . 2008,  adopt  policies 
establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 


process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions. 

1 1 For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of 
the  supplier 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards 
the  respective  retail  electric  supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  to 
407.720.  The  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding 
mandatory  disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  that  the 
seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rale  structure 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section 
have  been  met.  For  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  or 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator. 

1 7 The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer- 
generator. 

386.805  1 Any  taxpayer  that  owns  a solar  powered  electric  energy  generation  unit  that  meets  the  requirements  for  net  metering  under 
section  386.890,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  of  that  generation  unit  on 
or  after  the  effective  date  of  this  section,  shall,  subject  to  the  provisions  of  subsections  2 through  7 of  this  section,  be  allowed  a state 
tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  143  (except  withholding  imposed  by  sections  143  191  to  143.265),  if 
the  d] rector  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project  The  tax  cred i t provided  for  in  this  section  shall 
be  known  as  the  “Missouri  Solar  Enemy  Tax  Credit". 

2 The  state  tax  credit  allowed  under  this  section  shall  not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  for  the 
construction,  design,  and  installation  of  that  generation  unit,  up  to  a total  of  seventy-five  thousand  dollars  per  utility  metered  account; 
provided  however  that  beginning  i n calendar  years  2022  through  203 1 . the  tlnrtv-five  percent  limit  on  total  costs  and  expenses  shall  be 
reduced  by  an  amount  of  two  percent  per  year,  and  the  seventy-five  thousand  dollar  limit  shall  be  reduced  by  two  thousand  five 
hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  lax  credits  allowed  under  this  section  during  calendar  years  2022 
through  203 1 . 

3.  I n no  event  shall  the  aggregate  amount  of  all  lax  credits  allowed  under  this  section  exceed  fifty  million  dol lars  m any  given  calendar 
year  for  the  period  beginning  with  the  effective  dale  of  this  section  through  June  30,  2021  During  the  calendar  years  2022  through 
203 1 . this  fifty  million  dollar  limit  for  the  calendar  year  shall  be  reduced  each  year  by  an  amount  equal  to  $2.5  million  dollars.  No  new 
tax  credits  provided  for  under  this  section  shall  be  authorized  after  June  30,  203 1 The  department  of  revenue  shall  promulgate  rules 
and  regulations  for  the  administration  of  lax  credits  issued  pursuant  to  this  section,  and  establish  the  procedure  by  which  such  tax 
credits  may  be  claimed. 

4 Any  eligible  applicant  desiring  to  claim  a tax  credit  under  tins  section  shall  first  request  an  eligibility  statement  from  the  department 
of  revenue  The  applicant  shall  identify:  the  generation  unit  for  which  a tax  credit  is  claimed;  the  costs  and  expenses  expected  to  be 
incurred  by  the  applicant  related  to  the  construction,  design,  and  installation  of  the  unit;  the  nameplate  capacity  of  the  unit:  and  the 
ownership  for  the  unit.  The  director  of  the  department  of  revenue  shall  issue  an  eligibility  statement  within  thirty  (30)  days  of  the 
request  if  it  finds  that  the  applicant  qualifies  for  a credit  under  this  section.  Tax  credits  shall  be  awarded  on  a first-come,  first-serve 
basis,  until  the  limits  as  provided  in  subsection  3 of  this  section  are  reached.  The  department  of  revenue  may  promulgate  rules  and 
regulations  relating  to  this  certification  process 

5.  The  credit  authorized  by  this  section  shall  not  be  refundable.  Any  amount  of  credit  which  exceeds  the  lax  due  for  a taxpayer’s 
taxable  year  may  be  carried  forward  to  any  of  the  taxpayer's  five  subsequent  taxable  years 

6,  All  or  any  portion  of  the  lax  credits  issued  in  accordance  with  this  section  may  be  transferred,  sold,  or  assumed  to  a third  party 
( 'unification  of  transfer,  sale  or  assignment  and  other  appropriate  forms  must  be  filed  with  the  department  of  revenue. 

7 The  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  to  the  lax  credits  issued  under  this  section. 
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Subject 

Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  January  1 1,  2016) 


Date 


February  1, 2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  indicated  this 
proposal  would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for 
fiscal  year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  Public 
Service  Commission  (PSC)  may  be  open  for  a year  or  more  and  include  several  full-day 
workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and  review  of 
other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule  language, 
collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it  would 
monitor  and  participate  in  tariff  and  other  related  cases  where  net  metering  provisions  are 
considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
tax  credit  and  expansion  of  the  net-  metering/interconnection  size  from  100  kilowatts 
(kW)  to  2 megawatts  (MW)  will  result  in  an  increase  in  net-metered  renewable  energy 
installations  (as  modified  by  Section  386.890,  RSMo,  of  this  proposal)  in  Missouri  which 
may  be  used  for  RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  could  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal  note,  DE  assumes 
such  consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also 
anticipates  that  the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems 
from  100  kW  to  2 MW  would  result  in  an  increase  in  other  net-metered  renewable  energy 
installations  in  Missouri  which  may  be  used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 


purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

Their  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  DED  and  the  DE  as  they  would  be  more  familiar  with  the  subject 
matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 


Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  this  proposal  amends 
Section  386.890,  RSMo,  and  adds  Section  386.895,  RSMo,  entitled  “Missouri  Solar 
Energy  Tax  Credit”. 

Section  386.890,  RSMo,  assigns  the  DED,  rather  than  the  Department  of  Natural 
Resources,  as  the  party  responsible  for  certifying  an  energy  source  as  renewable  and 
makes  other  changes  related  to  customer-generators  and  net  excess  energy  credits. 

Section  386.895,  RSMo,  establishes  the  “Missouri  Solar  Energy  Tax  Credit  Act”.  This 
Act  establishes  a state  income  tax  credit  for  up  to  35%  of  the  total  costs  and  expenses 
incurred  for  the  construction,  design,  and  installation  of  a solar  powered  electric  energy 
generation  unit,  with  a cap  of  $75,000  per  utility  metered  account.  The  aggregate  cap  for 
all  tax  credits  allowed  under  this  section  is  $50  million.  No  new  tax  credits  under  this 
section  shall  be  authorized  after  June  30,  2031.  The  DOR  will  promulgate  rules  and 
administer  this  tax  credit  program. 


The  caps  are  gradually  reduced  as  shown  below: 


Year 

% 

Amt 

Cap 

2021 

35% 

$ 75,000 

$50.0  M 

2022 

33% 

$ 72,500 

$47.5  M 

2023 

31% 

$ 70,000 

$45.0  M 

2024 

29% 

$ 67,500 

$42.5  M 

2025 

27% 

$ 65,000 

$40.0  M 

2026 

25% 

$ 62,500 

$37.5  M 

2027 

23% 

$ 60,000 

$35.0  M 

2028 

21% 

$ 57,500 

$32.5  M 

2029 

19% 

$ 55,000 

$30.0  M 

2030 

17% 

$ 52,500 

$27.5  M 

2031 

15% 

$ 50,000 

$25.0  M 

Assuming  the  total  amount  allowed  is  issued,  this  proposal  will  have  a cost  of  $50  million 
until  2022  and  then  lower  costs  until  2031,  as  shown  above.  This  will  impact  the 
calculation  under  Article  X,  Section  18(e),  of  the  Missouri  Constitution. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 


for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  their  electric  suppliers  have  not 
indicated  the  impact  this  legislation  would  have  on  utility  rates  so  they  do  not  know  the 
impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  "qualified  electric 
generation  unit"  and  "qualified  electric  energy  generation  unit"  are  used  throughout  the 
proposal.  It  is  recommended  that  one  tenn  be  used  consistently  and  be  defined. 

Section  386.895  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear  why  the 
tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

They  believe  that  implementation  of  this  petition  would  reduce  municipal  electric  utility 
revenues  of  approximately  $17,000,000  annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$1,520,000. 


Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  14,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-213  through  2016-215 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  213,  214,  and  215 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 
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Description  of  Policy 

Initiative  Petitions  213-215  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 

B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  2031. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves.  See  Petitions  213-215. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 
significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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model,  similar  to  net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

iii.  Tax  credits  - Initiative  Petitions  213-215 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 
approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,* * * 4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 


~ The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 

4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 

an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 
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Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).* * * * 5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  213-215,  the  total,  annual  loss  to  state  governments  due  to  the  tax 
credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss  during  the  tax 
credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of 
$7.6  million,  based  on  expected  customer-generation  resourced  developed.  See  attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  213-215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petition  215 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 


5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 

Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 

24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 

Under- 1 .00-Per-Watt-Fully-Installed. 
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iii.  Tax  credits  - Initiative  Petitions  213-215  - Cost  of  eroding  tax  base  due  to  new  energy 
generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7. 81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 

The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $321.1  million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  213-215 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 

$/MWh  Retail  Rate 


$100 


MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Solar  Tax  Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise)  $137,812,581 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  $25  million  to  $50  million  annually  until  June 
30,  2031,  with  approximately  $200,000  annual  increased  operating  costs.  Local 
government  electric  revenue  may  decrease  $17  million  annually  with  $1.5  million 
increased  operating  costs.  Other  resulting  economic  activity  will  have  an  unknown 
impact  on  state  and  local  governments. 
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Jason  Kandhr 


James  C.  Kirkpatrick 
S tate  Information  Center 
(573)751-4936 


Secretary  oe  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  5,  2016 


The  Honorable  Nicole  Galloway 
State  Auditor 
Slate  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  statutory  amendment  to 

Chapters  196  & 210,  version  5 (2016-212) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Bradley  Ketcher  on  January  5,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  slate  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OE  MISSOURI,  COUNTY  OF . 
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.,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missoni  i 


and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  1RUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 

Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 


Section  1 96. 1 1 3 1 is  enacted  and  Sections  210.170,210.171  and  2 1 0. 1 72  of  the  Revised  Statues 
of  Missouri  are  amended  to  read  as  follows: 


196.1 131.  1.  For  the  sole  and  exclusive  purpose  of  providing  funding  for  treatment  and 
prevention  of  childhood  cancer,  on  and  after  January  1.  2017.  a tax  equal  to  ten  cents  before 
discounts  and  deals  shall  be  levied  and  imposed  upon  the  sale  of  each  package  of  twenty 
cigarettes,  or  lesser  portion  thereof.  The  tax  imposed  by  this  section  shall  be  in  addition  to  other 
taxes  imposed  by  law  on  the  sale  of  cigarette  packages  and  shall  be  collected  in  the  same  manner 
and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  packages  of  cigarettes. 

2.  The  Childhood  Cancer  Treatment  and  Prevention  Fund  is  hereby  created  within  the  slate 
treasury  which  shall  consist  of  funds  from  the  taxes  established  in  subsection  1 of  this  section, 
appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

3.  Beginning  January  1 . 201 7,  the  state  treasurer  without  legislative  action  shall  credit  to  and 
place  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  all  moneys  collected  as  a result  of 
the  tax  imposed  by  subsection  1 of  this  section  as  said  moneys  are  received.  All  of  the  moneys 
from  the  tax  imposed  by  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  the  accounts  created  within  the 
Childhood  Cancer  Treatment  and  Prevention  Fund.  Any  moneys  credited  to  and  placed  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  any  account  created  by  this  section  shall 
be  appropriated  and  used  only  lor  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  in  the  particular  account  in  which 
the  moneys  arc  placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund.  All 
interest  which  accrues  upon  the  moneys  in  any  account  within  the  Childhood  Cancer  Treatment 
and  Prevention  Fund  shall  be  added  to  such  account  and  shall  not  be  credited  to  the  general 
revenue  fund.  Except  as  otherwise  provided  in  this  section,  generally  applicable  laws  concerning 
use  of  public  funds  shall  apply  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund. 

4.  The  Children’s  Trust  Fund  Board  shall  administer  the  fund.  The  fund  shall  be  used  exclusively 
for  the  treatment  and  prevention  of  childhood  cancers,  including  through  grants  and  contracts 
with  the  Childrens  Health  Insurance  Program,  other  state  ageneies,  political  subdivisions  and 
health  care  services  providers. 

5.  No  funding  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  shall  be  used  to  fund 
abortion  or  any  similar  procedures.  No  funding  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  shall  be  used  to  pay  for  research  which  is  banned  by  Missouri  law. 

6.  (1)  The  actual  costs  of  collecting  the  tax  imposed  by  this  section  shall  be  paid  from  the 
moneys  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  as  may  be  provided  by  law,  not 
to  exceed  live  percent  of  the  total  moneys  collected; 

(2)  The  department  of  revenue  shall  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  may  be  provided  by  law;  and 

(3)  On  a Fiscal  year  basis,  the  director  of  the  department  of  revenue  shall  determine  by  estimate 
whether  the  tax  imposed  by  this  section  has  caused  a reduction  in  the  amount  of  moneys 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school 
moneys  fund  pursuant  to  chapter  149,  RSMo.  If  an  estimated  reduction  in  the  amount  of  moneys 
collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149,  RSMo  has  been  caused 
by  the  tax  imposed  by  this  section,  an  amount  equal  to. the  estimated  amount  of  moneys  that  were 
not  collected  and  deposited  into  that  fund  or  funds  because  of  the  lax  imposed  by  this  section 
shall  be  transferred  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  the 
appropriate  fund  or  funds.  T he  aggregate  amount  transferred  to  the  fair  share  fund,  the  health 
initiatives  fund,  and  the  state  school  moneys  fund  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  for  any  fiscal  year  shall  not  exceed  three  percent  of  the  total  moneys  collected 
pursuant  to  this  section  during  that  same  fiscal  year. 

7.  The  state  auditor  shall  perform  an  annual  audit  of  the  funds  and  initiatives  undertaken  pursuant 
to  this  section,  which  shall  include  an  evaluation  of  whether  pre-existing  funding  for  programs  or 
initiatives  has  been  reduced  because  oflhe  new  funding  lor  such  purposes  provided  through  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  or  any  of  its  accounts.  Such  audit  shall  be 
performed  on  a fiscal  year  basis.  The  state  auditor  shall  make  copies  of  each  audit  available  to 
the  public.  Every  three  years  the  state  auditor  shall  prepare  a comprehensive  report  assessing  the 
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work  and  progress  of  initiatives  undertaken  pursuant  to  this  section.  Sueh  assessment  report  shall 
analyze  the  impact  of  the  programs,  grants,  and  contracts  performed,  shall  he  provided  to  the 
governor  and  the  general  assembly,  and  shall  be  available  to  the  public. 

S.  fhe  tax  imposed  by  this  section  shall  be  imposed  on  all  cigarettes  in  the  possession  or  under 
the  control  of  any  dealer  or  distributor  on  and  after  12:01  a.m.  on  January  1, 2017,  as  determined 
by  department  of  revenue  rule.  The  initiatives  and  programs  authorized  under  this  section  shall 
be  implemented  as  soon  as  reasonably  practicable,  but  at  least  by  July  1, 2017. 

9.  The  net  proceeds  from  the  tax  imposed  by  this  section  shall  constitute  new  and  additional 
funding  for  the  initiatives  and  programs  described  in  this  section  and  shall  not  be  used  to  replace 
existing  funding  as  of  July  1, 2016  for  the  same  or  similar  initiatives  and  programs. 

10.  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  of  this 
section  are  severable.  If  any  provision  of  this  section  is  found  by  a court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this 
section  shall  be  and  remain  valid. 


210.1 70.  1 . There  is  hereby  created  within  the  office  of  administration  ol  the  state  ol 
Missouri  the  "Children’s  Trust  Fund  Board",  which  shall  be  composed  of  twenty-one  members  as 
follows: 

( 1 )  Twelve  public  members  to  be  appointed  by  the  governor  by  and  with  the  advice  and 
consent  of  the  senate.  As  a group,  the  public  members  appointed  pursuant  to  this  subdivision 
shall  demonstrate  knowledge  in  the  areas  of  prevention  programs  and  children’s  health  care, 
shall  be  representative  of  the  demographic  composition  of  this  state,  and,  to  the  extent 
practicable,  shall  be  representative  of  all  of  the  following  categories: 

(a)  Organized  labor; 

(b)  The  business  community; 

(c)  The  educational  community; 

(d)  The  religious  community; 

(e)  The  legal  community; 

(0  Professional  providers  of  prevention  services  to  families  and  children; 

(g)  Volunteers  in  prevention  services; 

(h)  Social  services; 

(i)  Health  care  services;  and 

(j)  Mental  health  services; 

(2)  A physician  licensed  pursuant  to  chapter  334; 

(3)  Two  members  of  the  Missouri  house  of  representatives,  who  shall  be  appointed  by  the 
speaker  of  the  house  of  representatives  and  shall  be  members  ol  two  different  political  parties; 

(4)  Two  members  of  the  Missouri  senate,  who  shall  be  appointed  by  the  picsident  pro  tern 
of  the  senate  and  who  shall  be  members  of  two  different  political  parties;  and 

(5)  Four  members  chosen  and  appointed  by  the  governor. 

2.  All  members  of  the  board  appointed  by  the  speaker  ol  the  house  or  the  president  pro  tern 
of  the  senate  shall  serve  until  their  term  in  the  house  or  senate  during  which  they  were  appointed 
to  the  board  expires.  All  public  members  ol  the  board  shall  serve  lor  terms  ol  three  years,  except, 
that  of  the  public  members  first  appointed,  four  shall  serve  for  terms  ol  three  years,  four  shall 
serve  for  terms  of  two  years,  and  three  shall  serve  for  terms  ol  one  year.  No  public  membets  may 
serve  more  than  two  consecutive  terms,  regardless  of  whether  such  terms  were  lull  or  partial 
terms.  Each  member  shall  serve  until  his  successor  is  appointed.  All  vacancies  on  the  board  shall 
be  filled  for  the  balance  of  the  unexpired  term  in  the  same  manner  in  which  the  board 
membership  which  is  vacant  was  originally  filled. 

3.  Any  public  member  of  the  board  may  be  removed  by  the  governor  lor  misconduct, 
incompetency,  or  neglect  of  duty  after  first  being  given  the  opportunity  to  be  heard  in  his  or  her 
own  behalf. 
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4.  The  board  may  employ  an  executive  director  who  shall  be  charged  with  carrying  out  the 
duties  and  responsibilities  assigned  to  him  or  her  by  the  board.  The  executive  director  may  obtain 
all  necessary  office  space,  facilities,  and  equipment,  and  may  hire  and  set  the  compensation  of 
such  staff  as  is  approved  by  the  board  and  within  the  limitations  of  appropriations  for  the 
purpose.  All  staff  members,  except  the  executive  director,  shall  be  employed  pursuant  to  chapter 
36. 

5.  Each  member  of  the  board  may  be  reimbursed  for  all  actual  and  necessary  expenses 
incurred  by  the  member  in  the  performance  of  his  or  her  official  duties.  All  reimbursements 
made  pursuant  to  this  subsection  shall  be  made  from  funds  in  the  children's  trust  fund  or  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  appropriated  for  that  purpose. 

6.  All  business  transactions  of  the  board  shall  be  conducted  in  public  meetings  in 
accordance  with  sections  610.010  to  610.030. 

7.  l'he  board  may  accept  federal  funds  for  the  purposes  of  sections  210.170  to  210.173  and 
section  143.1000  as  well  as  gifts  and  donations  from  individuals,  private  organizations,  and 
foundations.  The  acceptance  and  use  of  federal  funds  shall  not  commit  any  state  funds  nor  place 
any  obligation  upon  the  general  assembly  to  continue  the  programs  or  activities  for  which  the 
federal  funds  are  made  available.  All  funds  received  in  the  manner  described  in  this  subsection 
shall  be  transmitted  to  the  state  treasurer  for  deposit  in  the  state  treasury  to  the  credit  of  the 
children's  trust  fund  or  the  Childhood  Cancer  Treatment  and  Prevention  Fund,  as  appropriate. 

8.  The  board  shall  elect  a chairperson  from  among  the  public  members,  who  shall  serve  for 
a term  of  two  years.  The  board  may  elect  such  other  officers  and  establish  such  committees  as  it 
deems  appropriate. 

9.  The  board  shall  exercise  its  powers  and  duties  independently  of  the  office  of 
administration  except  that  budgetary,  procurement,  accounting,  and  other  related  management 
functions  shall  be  performed  by  the  office  of  administration. 

210.171.  As  used  in  sections  210.170  to  210.173  and  section  143.1000.  the  following  terms  shall 
mean: 

(1)  "Board",  the  children's  trust  fund  board  created  in  section  210.170; 

(2)  "Prevention  program",  any  community-based  educational  or  service  program  designed 
to  prevent  or  alleviate  child  abuse  or  neglect. 

(3)  ‘'Childhood  cancer  treatment  and  prevention."  the  treatment  and  prevention  of 
childhood  cancer. 

210.172.  The  board  shall  have  the  following  powers  and  duties: 

(1 ) To  meet  not  less  than  twice  annually  at  the  call  of  the  chairperson  to  conduct  its  official 
business; 

(2)  To  require  that  at  least  eight  of  the  board  members  authorize  the  disbursement  of  funds 
from  the  children's  trust  fund; 

(3)  To,  one  year  after  the  appointment  of  the  original  board  and  annually  thereafter,  develop 
a state  plan  for  the  distribution  and  disbursement  of  funds  in  the  children's  trust  fund.  The  plan 
developed  under  this  subdivision  shall  assure  that  an  equal  opportunity  exists  for  the 
establishment  of  prevention  programs  and  the  receipt  of  moneys  from  the  children's  trust  fund  in 
all  geographic  areas  of  this  state.  Such  plan  shall  be  transmitted  to  the  governor,  the  president  pro 
tern  of  the  senate,  the  speaker  of  the  Missouri  house  of  representatives,  and  the  appropriation 
committees  of  the  Missouri  senate  and  Missouri  house  of  representatives,  and  shall  be  made 
available  to  the  general  public.  In  carrying  out  a plan  developed  under  this  subdivision,  the  board 
shall  establish  procedures  to: 

(a)  Enter  into  contracts  with  public  or  private  agencies,  schools,  or  qualified  individuals  to 
establish  community-based  educational  and  service  prevention  programs  with  or  without  using 
the  procurement  procedures  of  the  office  of  administration.  Such  prevention  programs  shall 
focus  on  the  prevention  of  child  abuse  and  neglect.  Community-based  service  prevention 
programs  shall  include  programs  such  as  crisis  care,  parent  aides,  counseling,  and  support 
groups.  Participation  by  individuals  in  any  community-based  educational  or  service  prevention 
program  shall  be  strictly  voluntary.  In  awarding  contracts  under  this  paragraph,  consideration 
shall  be  given  by  the  board  to  factors  such  as  need,  geographic  location  diversity,  coordination 
with  or  improvement  of  existing  services,  and  extensive  use  of  volunteers; 
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(b)  Develop  and  publicize  criteria  for  the  awarding  of  contracts  for  programs  to  be 
supported  with  money  from  the  children's  trust  fund  within  the  limits  of  appropriations  made  for 
that  purpose; 

(c)  Review  and  monitor  expenditures  of  moneys  from  the  children's  trust  fund  on  a periodic 
basis; 

(d)  Consult  with  applicable  state  agencies,  commissions,  and  boards  to  help  determine 
probable  effectiveness,  fiscal  soundness,  and  need  for  proposed  community-based  educational 
and  sendee  prevention  programs; 

(e)  Facilitate  information  exchange  between  groups  concerned  with  prevention  programs; 

(f)  Provide  for  statewide  educational  and  public  informational  conferences  and  workshops 
for  the  purpose  of  developing  appropriate  public  awareness  regarding  the  problems  of  families 
and  children,  of  encouraging  professional  persons  and  groups  to  recognize  and  deal  with 
problems  of  families  and  children,  of  making  information  regarding  the  problems  of  families  and 
children  and  their  prevention  available  to  the  general  public  in  order  to  encourage  citizens  to 
become  involved  in  the  prevention  of  such  problems,  and  of  encouraging  the  development  of 
community  prevention  programs;  and 

(g)  Establish  a procedure  for  an  annual  internal  evaluation  of  the  functions,  responsibilities, 
and  performance  of  the  board,  which  evaluation  shall  be  coordinated  with  the  annual  state  plan 
of  the  board. 

(h)  Using  only  monies  appropriated  from  the  Childhood  Cancer  Treatment  and  Prevention 
Fund  and  not  from  the  Children’s  Trust  Fund,  carry  out  urants  and  contracts  for  childhood  cancer 
treatment  and  prevention  consistent  with  section  196.1 131.  RSMo.  The  Board  and  its  stall  may 
consult  with  other  public  entities  in  carrying  out  its  childhood  cancer  treatment  and  prevention 
responsibilities. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-212) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  amendment  to  Chapters 
196  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  January  5,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapters  196  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Children's  Trust  Fund,  and  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  increase 
revenues  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund  by  $49.7  million  per 
year. 

Section  196.1131 

Effective  January  1,  2017,  this  section  imposes  an  additional  tax  of  10  cents  per  pack  of 
cigarettes  before  discounts  and  deals.  Their  department  collects  the  tax  in  the  same 
manner  and  at  same  time  as  the  current  taxes.  Their  department  will  have  approximately 
45  days  to  implement  the  petition  which  may  be  insufficient  time  to  design  and  purchase 
new  stamps. 

Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014,  the  DOR  estimates 
total  revenues  of  $49.7  million. 


Their  department  must  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  provided  by  law.  Each  month,  their  department  director  must  determine 
whether  the  tax  imposed  by  this  section  caused  a reduction  in  the  amount  of  money 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state 
school  moneys  fund  pursuant  to  Chapter  149,  RSMo.  If  a reduction  exists,  the  legislation 
requires  the  transfer  of  a like  amount  not  collected  and  deposited  into  that  fund  or  funds 
from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  the  appropriate  fund  or 
funds.  This  may  be  extremely  difficult  to  administer  as  there  is  not  a consistent  pattern 
for  ordering  stamps. 

Administrative  Impact: 

Business  Tax: 

Business  Tax  requires  a new  floor  stock  tax  form  and  cigarette  stamp  order  forms  be 
updated.  Additionally,  the  SAGE  50  accounting  system  and  cashiering  records  require 
change.  Their  department  must  update  web  pages  and  notify  licensed  wholesalers  of  the 
tax  increase  and  the  floor  stock  tax. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.170,  210.171,  and  210.172,  RSMo,  and  Chapter  196  by  adding  Section 
196.113,  RSMo. 

Section  196.1131  - enacts  an  additional  $0. 10/pack  tax  increase  on  cigarettes.  The 
monies  collected  from  this  new  tax  would  be  deposited  in  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  be  administered  by  the  Children’s  Trust  Fund  Board. 
These  funds  will  be  used  for  the  treatment  and  prevention  of  childhood  cancers.  The 
proposal  allows  up  to  5%  of  the  collections  to  be  used  for  collection  costs.  On  a fiscal 
year  basis,  the  Director  of  the  Department  of  Revenue  shall  detennine  if  the  new  tax  has 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  in  to  the  Fair  Share, 
Health  Initiatives  or  State  School  Moneys  Funds.  If  so,  up  to  three  percent  of  the  total 
moneys  collected  from  the  new  tax  shall  be  transferred  to  these  funds. 


The  State  Auditor  shall  perform  an  annual  audit  of  the  fund,  which  shall  include  an 
evaluation  of  whether  preexisting  funding  for  programs  or  initiatives  has  been  reduced 
because  of  the  new  funding.  Every  three  years,  the  auditor  shall  prepare  a comprehensive 
report  assessing  work  and  progress  of  initiatives  undertaken  pursuant  to  the  proposed  new 
sections. 

Section  210.170-210.172  - authorizes  the  Children’s  Trust  Fund  Board  to  administer  the 
Childhood  Cancer  Treatment  and  Prevention  Fund. 

FISCAF  IMPACT: 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  $0.10  in  January  2017  will  increase 
the  “Childhood  Cancer  Treatment  and  Prevention  Fund”  by  $22.9  million  in  FY  2017  and 
$45.8  million  once  fully  implemented  in  FY  2018. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.1  million  in  FY  2017  and  $0.3  million  in  FY  2018  and  thereafter,  the  Health 
Initiatives  fund  by  $0.2  million  in  FY  2017  and  $0.3  million  in  FY  2018  and  thereafter, 
and  the  State  School  Moneys  Fund  by  $0.4  million  in  FY  2017  and  $0.8  million  in  FY 
2018  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$1.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $0.4  million,  and  local 
sales  tax  will  be  reduced  by  $1.5  million  once  fully  implemented  in  FY  2018,  from  the 
loss  of  sales  tax. 

There  will  be  no  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 


publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  City  indicated  they  expect  no  fiscal  impact  should 
this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  the  University  of  Missouri  Flealth 
Care  has  reviewed  the  proposed  legislation  and  has  determined  that  as  written  it  should 
not  create  additional  expenses  in  excess  of  $100,000. 

Officials  from  the  Children's  Trust  Fund  indicated  costs  to  the  Children’s  Trust  Fund  is 
estimated  at  $198,000  - $235,000  annually  to  implement  and  manage  the  Childhood 
Cancer  Treatment  and  Prevention  Fund.  Included  in  this  estimate  is: 

A minimum  of  2-2.5  additional  full-time  employees  (FTE’s)  totaling  $110,000  - 
$135,000  needed  (includes  salary  and  benefits  package).  FTE’s  include  Program  Grants 
Manager  and  assistant  with  fiscal/accounting  background/skills,  as  well  as  a Public 
Information  Officer  (.5).  FTE  positions  and  salaries  are  based  upon  existing  positions  that 
perform  like  functions  for  child  abuse  and  neglect  prevention  fund.  These  are  only 
estimates  and  could  be  higher  depending  upon  necessary  qualifications  and  expertise 
required  as  a result  of  the  technical  medical  nature  of  the  proposed  fund. 


Additional  costs  estimated  at  $40,000  annually  for  existing  personnel  - Executive 
Director  and  Executive  Assistant  for  fund/program  oversight  estimated  at  .33  % of 
current  salary  rate. 

Additional  expenses/costs  for  grant  selection  and  review  process,  program 
implementation,  grant  evaluation,  ongoing  monitoring,  and  other  necessary  expenses 
directly  related  to  implementation  of  this  new  fund,  required  office  space  & equipment 
for  new  FTE’s,  and  to  Office  of  Administration  for  procurement,  budgetary  and  other 
functions  estimated  at  $50,000  - $60,000  annually. 

Monies  to  implement  and  operate  the  Childhood  Cancer  Treatment  and  Prevention  Fund 
including  cost  of  added  FTE’s  would  need  to  come  directly  from  monies  deposited  by  the 
State  Treasurer  into  the  specific  fund  proposed  or  from  another  source  other  than  existing 
funds  from  the  Children’s  Trust  Fund  which  are  dedicated  solely  for  the  purpose  of  child 
abuse/neglect  prevention. 

Officials  from  the  State  Auditor's  office  (SAO)  indicated  they  believe  that  the  audit 
required  under  the  petition  would  require  approximately  1 FTE.  However,  given  the  SAO 
has  consistently  lapsed  funds  in  recent  years,  the  SAO  believes  it  could  absorb  these  costs 
within  its  current  appropriation  authority. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the 
Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $42  million  to  $50  million  annually 
with  up  to  $100,000  in  additional  annual  costs.  The  revenue  will  fund  only  programs  and 
services  allowed  by  the  proposal.  Local  government  revenues  could  decrease  $1.5  million 
annually  due  to  decreased  cigarette  sales. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  or  Missouri 


Elections  Division 
(573)751-2301 


January  5,  2016 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  statutory  amendment  to 

Chapters  1 96  & 2 1 0,  version  4 (20 16-211) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  (lied  by  Bradley  Ketcher  on  January  5,  2016. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  S treet  • Jefferson  City  65101 
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Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 
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4. 
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6. 
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or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

Iamatleastl8  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street  City,  State  & Zip  Code) 


I(rau 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  196.1131  is  enacted  and  Sections  210.170,  210.171  and  2 1 0. 1 72  of  the  Revised  Statues 
of  Missouri  are  amended  to  read  as  follows: 

1 96. 1131.  1 . For  the  sole  and  exclusive  purpose  of  providing  funding  for  treatment  and 
prevention  of  childhood  cancer,  on  and  after  January  1 , 201 7,  a tax  equal  to  Five  cents  before 
discounts  and  deals  shall  be  levied  and  imposed  upon  the  sale  of  each  package  of  twenty 
cigarettes,  or  lesser  portion  thereof.  The  tax  imposed  by  this  section  shall  be  in  addition  to  other 
taxes  imposed  by  law  on  the  sale  of  cigarette  packages  and  shall  be  collected  in  the  same  manner 
and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  packages  of  cigarettes. 

2.  The  Childhood  Cancer  Treatment  and  Prevention  Fund  is  hereby  created  within  the  state 
treasury  which  shall  consist  of  funds  from  the  taxes  established  in  subsection  1 of  this  section, 
appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

3.  Beginning  January  1, 2017,  the  state  treasurer  without  legislative  action  shall  credit  to  and 
place  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  all  moneys  collected  as  a result  of 
the  tax  imposed  by  subsection  1 of  this  section  as  said  moneys  are  received.  All  of  the  moneys 
from  the  tax  imposed  by  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  the  accounts  created  within  the 
Childhood  Cancer  Treatment  and  Prevention  Fund.  Any  moneys  credited  to  and  placed  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  any  account  created  by  this  section  shall 
be  appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  in  the  particular  account  in  which 
the  moneys  arc  placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund.  All 
interest  which  accrues  upon  the  moneys  in  any  account  within  the  Childhood  Cancer  Treatment 
and  Prevention  Fund  shall  be  added  to  such  account  and  shall  not  be  credited  to  the  general 
revenue  fund.  Except  as  otherwise  provided  in  this  section,  generally  applicable  laws  concerning 
use  of  public  funds  shall  apply  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund. 

4.  The  Children's  Trust  Fund  Board  shall  administer  the  fund.  The  fund  shall  be  used  exclusively 
for  the  treatment  and  prevention  of  childhood  cancers,  including  through  grants  and  contracts 
with  the  Childrens  I Iealth  Insurance  Program,  other  state  agencies,  political  subdivisions  and 
health  care  services  providers. 

5.  No  funding  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  shall  be  used  to  fund 
abortion  or  any  similar  procedures.  No  funding  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  shall  be  used  to  pay  for  research  which  is  banned  by  Missouri  law. 

6.  (1)  The  actual  costs  of  collecting  the  tax  imposed  by  this  section  shall  be  paid  from  the 
moneys  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  as  may  be  provided  by  law,  not 
to  exceed  five  percent  of  the  total  moneys  collected: 

(2)  The  department  of  revenue  shall  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  may  be  provided  by  law;  and 

(3)  On  a fiscal  year  basis,  the  director  of  the  department  of  revenue  shall  determine  by  estimate 
whether  the  tax  imposed  by  this  section  has  caused  a reduction  in  the  amount  of  moneys 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school 
moneys  fund  pursuant  to  chapter  149.  RSMo.  If  an  estimated  reduction  in  the  amount  of  moneys 
collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149,  RSMo  has  been  caused 
by  the  tax  imposed  by  this  section,  an  amount  equal  to  the  estimated  amount  of  moneys  that  were 
not  collected  and  deposited  into  that  fund  or  funds  because  of  the  tax  imposed  by  this  section 
shall  be  transferred  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  the 
appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  the  fair  share  fund,  the  health 
initiatives  fund,  and  the  stale  school  moneys  fund  from  the  Childhood  Cancer ; Treatment  and 
Prevention  Fund  for  any  fiscal  year  shall  not  exceed  three  percent  of  the  total  moneys  eolleeted 
pursuant  to  this  section  during  that  same  fiscal  year. 

7.  The  state  auditor  shall  perform  an  annual  audit  of  the  funds  and  initiatives  undertaken  pursuant 
to  this  section,  which  shall  include  an  evaluation  of  whether  pre-existing  funding  for  programs  or 
initiatives  has  been  reduced  because  of  the  new  funding  for  such  purposes  provided  through  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  or  any  of  its  accounts.  Such  audit  shall  be 
performed  on  a fiscal  year  basis.  The  state  auditor  shall  make  copies  of  each  audit  available  to 
the  public.  Every  three  years  the  state  auditor  shall  prepare  a comprehensive  report  assessing  the 
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work  and  progress  of  initiatives  undertaken  pursuant  to  this  section.  Such  assessment  report  shall 
analyze  the  impact  of  the  programs,  grants,  and  contracts  performed,  shall  be  provided  to  the 
governor  and  the  general  assembly,  and  shall  be  available  to  the  public. 

8.  The  tax  imposed  by  this  section  shall  be  imposed  on  all  cigarettes  in  the  possession  or  under 
the  control  of  any  dealer  or  distributor  on  and  after  12:01  a.m.  on  January  1, 2017,  as  determined 
by  department  of  revenue  rule.  The  initiatives  and  programs  authorized  under  this  section  shall 
be  implemented  as  soon  as  reasonably  practicable,  but  at  least  by  July  1,  2017. 

9.  The  net  proceeds  from  the  tax  imposed  by  this  section  shall  constitute  new  and  additional 
funding  for  the  initiatives  and  programs  described  in  this  section  and  shall  not  be  used  to  replace 
existing  funding  as  of  July  1, 2016  for  the  same  or  similar  initiatives  and  programs. 

10.  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  of  this 
section  are  severable.  If  any  provision  of  this  section  is  found  by  a court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this 
section  shall  be  and  remain  valid. 


210.170.  1.  There  is  hereby  created  within  the  office  of  administration  of  the  state  of 
Missouri  the  "Children's  Trust  Fund  Board",  which  shall  be  composed  of  twenty-one  members  as 
follows: 

(1 )  Twelve  public  members  to  be  appointed  by  the  governor  by  and  with  the  advice  and 
consent  of  the  senate.  As  a group,  the  public  members  appointed  pursuant  to  this  subdivision 
shall  demonstrate  knowledge  in  the  areas  of  prevention  programs  and  children's  health  care, 
shall  be  representative  of  the  demographic  composition  of  this  state,  and,  to  the  extent 
practicable,  shall  be  representative  of  all  of  the  following  categories: 

(a)  Organized  labor; 

(b)  The  business  community; 

(c)  The  educational  community; 

(d)  The  religious  community; 

(e)  The  legal  community; 

(1)  Professional  providers  of  prevention  services  to  families  and  children; 

(g)  Volunteers  in  prevention  services; 

(h)  Social  services; 

(i)  Health  care  services;  and 

(j)  Mental  health  services; 

(2)  A physician  licensed  pursuant  to  chapter  334; 

(3)  Two  members  of  the  Missouri  house  of  representatives,  who  shall  be  appointed  by  the 
speaker  of  the  house  of  representatives  and  shall  be  members  of  two  dillerent  political  parties; 

(4)  Two  members  of  the  Missouri  senate,  who  shall  be  appointed  by  the  president  pro  tern 
of  the  senate  and  who  shall  be  members  of  two  different  political  parties;  and 

(5)  Four  members  chosen  and  appointed  by  the  governor. 

2.  All  members  of  the  board  appointed  by  the  speaker  of  the  house  or  the  president  pro  tern 
of  the  senate  shall  serve  until  their  term  in  the  house  or  senate  during  which  they  were  appointed 
to  the  board  expires.  All  public  members  of  the  board  shall  serve  lor  terms  ol  thiee  years,  except, 
that  of  the  public  members  first  appointed,  four  shall  serve  lor  terms  ol  three  years,  lour  shall 
serve  for  terms  of  two  years,  and  three  shall  serve  for  terms  ol  one  year.  No  public  members  may 
serve  more  than  two  consecutive  terms,  regardless  of  whether  such  terms  were  lull  or  partial 
terms.  Each  member  shall  serve  until  his  successor  is  appointed.  All  vacancies  on  the  boaid  shall 
be  tilled  for  the  balance  of  the  unexpired  term  in  the  same  manner  in  which  the  board 
membership  which  is  vacant  was  originally  filled. 

3.  Any  public  member  ol  the  board  may  be  removed  by  the  governoi  for  misconduct, 
incompetency,  or  neglect  of  duty  after  first  being  given  the  opportunity  to  be  heard  in  his  or  her 
own  behalf. 
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4.  The  board  may  employ  an  executive  director  who  shall  be  charged  with  carrying  out  the 
duties  and  responsibilities  assigned  to  him  or  her  by  the  board.  The  executive  director  may  obtain 
all  necessary  office  space,  facilities,  and  equipment,  and  may  hire  and  set  the  compensation  of 
such  staff  as  is  approved  by  the  board  and  within  the  limitations  of  appropriations  for  the 
purpose.  All  staff  members,  except  the  executive  director,  shall  be  employed  pursuant  to  chapter 
36. 

5.  Each  member  of  the  board  may  be  reimbursed  for  all  actual  and  necessary  expenses 
incurred  by  the  member  in  the  performance  of  his  or  her  official  duties.  All  reimbursements 
made  pursuant  to  this  subsection  shall  be  made  from  funds  in  the  children's  trust  fund  or  the 
Childhood  Cancer  Treatment  and  Prevention  fund  appropriated  for  that  purpose. 

6.  All  business  transactions  of  the  board  shall  be  conducted  in  public  meetings  in 
accordance  with  sections  610.010  to  610.030. 

7.  The  board  may  accept  federal  funds  for  the  purposes  of  sections  210.170  to  210.173  and 
section  143.1000  as  well  as  gifts  and  donations  from  individuals,  private  organizations,  and 
foundations.  The  acceptance  and  use  of  federal  funds  shall  not  commit  any  state  funds  nor  place 
any  obligation  upon  the  general  assembly  to  continue  the  programs  or  activities  for  which  the 
federal  funds  are  made  available.  All  funds  received  in  the  manner  described  in  this  subsection 
shall  be  transmitted  to  the  state  treasurer  for  deposit  in  the  state  treasury  to  the  credit  of  the 
children's  trust  fund  or  the  Childhood  Cancer  Treatment  and  Prevention  Fund,  as  appropriate. 

8.  The  board  shall  elect  a chairperson  from  among  the  public  members,  who  shall  serve  for 
a term  of  two  years.  The  board  may  elect  such  other  officers  and  establish  such  committees  as  it 
deems  appropriate. 

9.  The  board  shall  exercise  its  powers  and  duties  independently  of  the  office  of 
administration  except  that  budgetary,  procurement,  accounting,  and  other  related  management 
functions  shall  be  performed  by  the  office  of  administration. 

210.171.  As  used  in  sections  210.170  to  210.173  and  section  143.1000,  the  following  terms  shall 
mean: 

(1)  "Board",  the  children's  trust  fund  board  created  in  section  210.170; 

(2)  "Prevention  program",  any  community-based  educational  or  service  program  designed 
to  prevent  or  alleviate  child  abuse  or  neglect. 

(3)  "Childhood  cancer  treatment  and  prevention,”  the  treatment  and  prevention  of 
childhood  cancer. 

210.1 72.  The  board  shall  have  the  following  powers  and  duties: 

(1)  To  meet  not  less  than  twice  annually  at  the  call  of  the  chairperson  to  conduct  its  official 
business; 

(2)  To  require  that  at  least  eight  of  the  board  members  authorize  the  disbursement  of  funds 
from  the  children's  trust  fund; 

(3)  To,  one  year  after  the  appointment  of  the  original  board  and  annually  thereafter,  develop 
a state  plan  for  the  distribution  and  disbursement  of  funds  in  the  children's  trust  fund.  The  plan 
developed  under  this  subdivision  shall  assure  that  an  equal  opportunity  exists  for  the 
establishment  of  prevention  programs  and  the  receipt  of  moneys  from  the  children's  trust  fund  in 
all  geographic  areas  of  this  state.  Such  plan  shall  be  transmitted  to  the  governor,  the  president  pro 
tern  of  the  senate,  the  speaker  of  the  Missouri  house  of  representatives,  and  the  appropriation 
committees  of  the  Missouri  senate  and  Missouri  house  of  representatives,  and  shall  be  made 
available  to  the  general  public.  In  carrying  out  a plan  developed  under  this  subdivision,  the  board 
shall  establish  procedures  to: 

(a)  Enter  into  contracts  with  public  or  private  agencies,  schools,  or  qualified  individuals  to 
establish  community-based  educational  and  service  prevention  programs  with  or  without  using 
the  procurement  procedures  of  the  office  of  administration.  Such  prevention  programs  shall 
focus  on  the  prevention  of  child  abuse  and  neglect.  Community-based  service  prevention 
programs  shall  include  programs  such  as  crisis  care,  parent  aides,  counseling,  and  support 
groups.  Participation  by  individuals  in  any  community-based  educational  or  service  prevention 
program  shall  be  strictly  voluntary.  In  awarding  contracts  under  this  paragraph,  consideration 
shall  be  given  by  the  board  to  factors  such  as  need,  geographic  location  diversity,  coordination 
with  or  improvement  of  existing  services,  and  extensive  use  of  volunteers; 
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(b)  Develop  and  publicize  criteria  for  the  awarding  of  contracts  for  programs  to  be 
supported  with  money  from  the  children's  trust  fund  within  the  limits  of  appropriations  made  for 
that  purpose; 

(c)  Review  and  monitor  expenditures  of  moneys  from  the  children's  trust  fund  on  a periodic 
basis; 

(d)  Consult  with  applicable  state  agencies,  commissions,  and  boards  to  help  determine 
probable  effectiveness,  fiscal  soundness,  and  need  for  proposed  community-based  educational 
and  sendee  prevention  programs; 

(e)  Facilitate  information  exchange  between  groups  concerned  with  prevention  programs; 

(f)  Provide  for  statewide  educational  and  public  informational  conferences  and  workshops 
for  the  purpose  of  developing  appropriate  public  awareness  regarding  the  problems  of  families 
and  children,  of  encouraging  professional  persons  and  groups  to  recognize  and  deal  with 
problems  of  families  and  children,  of  making  information  regarding  the  problems  of  families  and 
children  and  their  prevention  available  to  the  general  public  in  order  to  encourage  citizens  to 
become  involved  in  the  prevention  of  such  problems,  and  of  encouraging  the  development  of 
community  prevention  programs;  and 

(g)  Establish  a procedure  for  an  annual  internal  evaluation  of  the  functions,  responsibilities, 
and  performance  of  the  board,  which  evaluation  shall  be  coordinated  with  the  annual  state  plan 
of  the  board. 

(hi  Using  only  monies  appropriated  from  the  Childhood  Cancer  Treatment  and  Prevention 
Fund  and  not  from  the  Children’s  Trust  Fund,  carry  out  grants  and  contracts  for  childhood  cancer 
treatment  and  prevention  consistent  with  section  196.1 131,  RSMo.  The  Board  and  its  stall  may 
consult  with  other  public  entities  in  carrying  out  its  childhood  cancer  treatment  and  prevention 
responsibilities. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-211) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  amendment  to  Chapters 
196  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  January  5,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapters  196  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Children's  Trust  Fund,  and  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  increase 
revenues  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund  by  $24.8  million  per 
year. 

Section  196.1131 

Effective  January  1,  2017,  this  section  imposes  an  additional  tax  of  five  cents  per  pack  of 
cigarettes  before  discounts  and  deals.  Their  department  collects  the  tax  in  the  same 
manner  and  at  same  time  as  the  current  taxes.  Their  department  will  have  approximately 
45  days  to  implement  the  petition  which  may  be  insufficient  time  to  design  and  purchase 
new  stamps. 

Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014,  the  DOR  estimates 
total  revenues  of  $24.8  million. 


Their  department  must  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  provided  by  law.  Each  month,  their  department  director  must  determine 
whether  the  tax  imposed  by  this  section  caused  a reduction  in  the  amount  of  money 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state 
school  moneys  fund  pursuant  to  Chapter  149,  RSMo.  If  a reduction  exists,  the  legislation 
requires  the  transfer  of  a like  amount  not  collected  and  deposited  into  that  fund  or  funds 
from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  the  appropriate  fund  or 
funds.  This  may  be  extremely  difficult  to  administer  as  there  is  not  a consistent  pattern 
for  ordering  stamps. 

Administrative  Impact: 

Business  Tax: 

Business  Tax  requires  a new  floor  stock  tax  form  and  cigarette  stamp  order  forms  be 
updated.  Additionally,  the  SAGE  50  accounting  system  and  cashiering  records  require 
change.  Their  department  must  update  web  pages  and  notify  licensed  wholesalers  of  the 
tax  increase  and  the  floor  stock  tax. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.170,  210.171,  and  210.172,  RSMo,  and  Chapter  196  by  adding  Section 
196.113,  RSMo. 

Section  196.1131  - enacts  an  additional  $0. 05/pack  tax  increase  on  cigarettes.  The 
monies  collected  from  this  new  tax  would  be  deposited  in  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  be  administered  by  the  Children’s  Trust  Fund  Board. 
These  funds  will  be  used  for  the  treatment  and  prevention  of  childhood  cancers.  The 
proposal  allows  up  to  5%  of  the  collections  to  be  used  for  collection  costs.  On  a fiscal 
year  basis,  the  Director  of  the  Department  of  Revenue  shall  detennine  if  the  new  tax  has 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  in  to  the  Fair  Share, 
Health  Initiatives  or  State  School  Moneys  Funds.  If  so,  up  to  three  percent  of  the  total 
moneys  collected  from  the  new  tax  shall  be  transferred  to  these  funds. 


The  State  Auditor  shall  perform  an  annual  audit  of  the  fund,  which  shall  include  an 
evaluation  of  whether  preexisting  funding  for  programs  or  initiatives  has  been  reduced 
because  of  the  new  funding.  Every  three  years,  the  auditor  shall  prepare  a comprehensive 
report  assessing  work  and  progress  of  initiatives  undertaken  pursuant  to  the  proposed  new 
sections. 

Section  210.170-210.172  - authorizes  the  Children’s  Trust  Fund  Board  to  administer  the 
Childhood  Cancer  Treatment  and  Prevention  Fund. 

FISCAF  IMPACT: 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  $0.05  in  January  2017  will  increase 
the  “Childhood  Cancer  Treatment  and  Prevention  Fund”  by  $1 1.6  million  in  FY  2017  and 
$23.1  million  once  fully  implemented  in  FY  2018. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.1  million  in  FY  2017  and  $0.2  million  in  FY  2018  and  thereafter,  the  Health 
Initiatives  fund  by  $0.1  million  in  FY  2017  and  $0.2  million  in  FY  2018  and  thereafter, 
and  the  State  School  Moneys  Fund  by  $0.2  million  in  FY  2017  and  $0.4  million  in  FY 
2018  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$0.5  million,  the  School  District  Trust  Fund  will  be  reduced  by  $0.2  million,  and  local 
sales  tax  will  be  reduced  by  $0.8  million  once  fully  implemented  in  FY  2018,  from  the 
loss  of  sales  tax. 

There  will  be  no  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 


publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  City  indicated  they  expect  no  fiscal  impact  should 
this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  the  University  of  Missouri  Flealth 
Care  has  reviewed  the  proposed  legislation  and  has  determined  that  as  written  it  should 
not  create  additional  expenses  in  excess  of  $100,000. 

Officials  from  the  Children's  Trust  Fund  indicated  costs  to  the  Children’s  Trust  Fund  is 
estimated  at  $198,000  - $235,000  annually  to  implement  and  manage  the  Childhood 
Cancer  Treatment  and  Prevention  Fund.  Included  in  this  estimate  is: 

A minimum  of  2-2.5  additional  full-time  employees  (FTE’s)  totaling  $110,000  - 
$135,000  needed  (includes  salary  and  benefits  package).  FTE’s  include  Program  Grants 
Manager  and  assistant  with  fiscal/accounting  background/skills,  as  well  as  a Public 
Information  Officer  (.5).  FTE  positions  and  salaries  are  based  upon  existing  positions  that 
perform  like  functions  for  child  abuse  and  neglect  prevention  fund.  These  are  only 
estimates  and  could  be  higher  depending  upon  necessary  qualifications  and  expertise 
required  as  a result  of  the  technical  medical  nature  of  the  proposed  fund. 


Additional  costs  estimated  at  $40,000  annually  for  existing  personnel  - Executive 
Director  and  Executive  Assistant  for  fund/program  oversight  estimated  at  .33  % of 
current  salary  rate. 

Additional  expenses/costs  for  grant  selection  and  review  process,  program 
implementation,  grant  evaluation,  ongoing  monitoring,  and  other  necessary  expenses 
directly  related  to  implementation  of  this  new  fund,  required  office  space  & equipment 
for  new  FTE’s,  and  to  Office  of  Administration  for  procurement,  budgetary  and  other 
functions  estimated  at  $50,000  - $60,000  annually. 

Monies  to  implement  and  operate  the  Childhood  Cancer  Treatment  and  Prevention  Fund 
including  cost  of  added  FTE’s  would  need  to  come  directly  from  monies  deposited  by  the 
State  Treasurer  into  the  specific  fund  proposed  or  from  another  source  other  than  existing 
funds  from  the  Children’s  Trust  Fund  which  are  dedicated  solely  for  the  purpose  of  child 
abuse/neglect  prevention. 

Officials  from  the  State  Auditor's  office  (SAO)  indicated  they  believe  that  the  audit 
required  under  the  petition  would  require  approximately  1 FTE.  However,  given  the  SAO 
has  consistently  lapsed  funds  in  recent  years,  the  SAO  believes  it  could  absorb  these  costs 
within  its  current  appropriation  authority. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the 
Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $21  million  to  $25  million  annually 
with  up  to  $100,000  in  additional  annual  costs.  The  revenue  will  fund  only  programs  and 
services  allowed  by  the  proposal.  Local  government  revenues  could  decrease  $800,000 
annually  due  to  decreased  cigarette  sales. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  45  (2016-210) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  Hied  by  Andy  Zellers  on  December  3 1 , 20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  votigg  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF . 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street  City,  State  & Zip  Code) 


■ i(s-aio 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900, 386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386. 1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independe nee  and  1 nvestment  Act  of  201 6”. 

386.890.  I .This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplier! other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  ii  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electiic 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer- generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  lor 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplierl other  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body J: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer- generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s [Suppliers  shall  submit  | the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  tor  the  previous  calendar  year. 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  [The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  aie 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.  | The  governing  body  of  a supplier  [rural  electric  cooperative  or  municipal  utility  | shall | , 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .  | JJDl  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | J_L  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.|  13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (I)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | Iff  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | iiL  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2,  As  used  in  this  section,  the  foil o w ing  terms  shall  mean: 

(O  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electric ity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

0 Other  sources  of  energy  that  become  available  after  January  1 . 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 


(a)  Is  powered  by  a clean  energy  resource  or  micro  CH P; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  Five  hundred  kilowatts. 
measured  in  alternating  cu rre n t ; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

ffi  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories^the^FederaLEnergy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

( g)  Contains  a mechanism  that  automat i c a 1 Iv  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted ; 

(5)  "Department",  the  departmen t of  economi c development; 

(6)  “Micro  CHP",  combined  heat  and  power  or  co»eneratioivsysteins4hat_simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

m “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  bi  I ling  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference,  between_the 
electrical  ene rgy  su pplied  to  a customer-generator  by  a retail  electric  s u p p I i era nd  t he  electric al 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  apjjjhcable 
billing  period; 
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(9)  "Retai I electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(0  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hou r peak  load  during  the  previous  year,  after  which  the  commission  for  a public  uti I i ty  or 
the  governi ng  body  for  a munici pal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  uo  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer- generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  1 f 
the  customer-generator’s  existing  meter  equipment  docs  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equi pment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer- generator's  consumption  and  production  of 
electricity; 
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(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  genera  ted  by  t he  customer-generator  exceeds  the  electricity  supplied  by  the 
sup p I ier  d u ri n»  a billing  period,  the  customer-generator  shall  be  bil led  for  t h e appropri ate 
customer  charges  for  that  billing  period  i n accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  an  da  11  net  excess  energy  shal  I be  carried  forwa  rd  from  mont  h-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  suppl ier; 

(5)  For  any  mu n icipal  utility,  u pon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wl lolesa le  generator. 

6.  ( 1 ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  intercpnnectipii L,_and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute, 
of  Electrical  and  Electronics  Engineers , a nd  U nderwriters  Laboratories  for  d i stributed 
generation.  No  supplier  shal  1 i mpose  anv  fee,  charge,  or  other  requ i rement  not_specifically 
anthori zed  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  .would  apply  to_si  milady  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  tliat  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system ; 

(2)  For  systems  of  ten  k i I owatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  11 ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( I ) of  this  subsection  and 
subsection  4 of  this  section: 

(3)  For  customer-ge  nerator  systems  of  greater  t ha  n ten  k i I owatts,  t he  commi  ssion  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule; 

(a)  Set  forth  safety,  performance,  and  reliab  ility  standards  a n d req  uirements;  a nd 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pav  for  additional  tests  or  distributionequipment,  or  purcdias_e_  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  ajitialified  electricenergy 
generation  unit  meeti ng  the  requ i re nients  ot  subdivision  (4)  of  subsection  2 ot  this  section  to  the 
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distribution  system  shall  be  accompanied  bv  the  plan  for  the  customer-Rencralor'.s  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  bv  the  retail  electrie  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  thcjiupplicr's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professi onal  electrici an  or  engineer  that  the  installation  meets  the  requirements^f 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  isjiBtjroyecl 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  intercomiectjon 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier, 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respe.ctivg,.gqyerning 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  includingjhe 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facili t i es ; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  ki  1 owatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 . 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  k i lowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536 .010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  u nder  chapter  536  to  rev iew,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  sim pie  procedures,  a nd  a brief  set  of  terms  and  conditions. 

I I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


9 


16 >-AD 

1 2.  The  estimated  generating  capacity  of  al I net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person , may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs,, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  any  such  electrical  corporation  by  an  average  of  more  than  one 
percent  i n any  year.  Any  I i mitation  on  cost  recovery  shall  not  limit  the  availabj lity  of  net 
metering  except  as  provided  in  subsection  3 of  this  section. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phaseand 

sy nchronization  w ith  a ny  retail  electric  su pplier  wit hout  written  approval  by  said  supplier  that  all 
of  t he  requ irements  u nder  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
customer  who  violates  this  provision^  jLsnpplier  may  iminediatejyjmd  without  notjce  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 


1 6,  The  manufacturer  of  anv  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 


17.  The  seller,  installer,  or  manufacturer  of  anv  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  ljab|e  fo r <iny_d a m a ges 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 
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386.910.  I.  This  section  shall  be  known  and  mav  be  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  I .?ni2jh^mnmsinn  shall  adopt  rules  and  regulations  allowingcustmnersip 
participate  in  community  solar  facilities  and  set  a value-ot-community-solar ..rate  as  described  in 
subsection  5 of  thi s section.  For  purposes  of  this  section . a “community  solar  f ac i 1 i ty” js  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  com iminitv  solar  facilities  located  in  the  ten  i tory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  sin gl e- hou r peak  load  during  the  previous  calendar  year,  and  such  ca pac i ty  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  .are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facil ities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation’s  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded . and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision . Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credi ts  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  d i rection  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a va] ue  of 
community-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value. 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
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other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-comtnunity-solar  rate  for  a period  of  twenty  years. 

6 . Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utili ty  as 
deft ned  in  section  386.020.  except  that  this  provision  shal  1 not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporat ion. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations:  provide  an  orderly  process. 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section:  and  provide  options. 
which  may  include  fi  n a nc  i a I incentives,  to  encourage  low-in  come  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and , if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  i nvalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 . 2016.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  beeljgible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax_as^proyjded 
i n sections  1 43.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of_the  total  jyosl  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shaljjnot 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 _of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credjts.piqvided  injhjs 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  pujiHc^juid  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  tjyanj line  30,  2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset^ 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energyjrom 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology_eligibje  lor  net 
metering  as  defined  in  386.900.  A “taxpayer"  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  btisis^eTigible  for  the  clean 
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energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangi ble  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation , and  sliall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  jhajl 
not  exceed  three  doll ars  per  watt  measured  in  direct  cu rrent  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt , the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  I i mi  ted  to  three  dollars  per  watt . 

4.  For  the  purposes  of  this  section,  “value  of  electri city  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  1 8 CFR  §.  141 , or  an  equivalent  as  determined  by  the  commission , of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  M issouri  to  t h e public  and  d epa rt m e nt  of  econom ic  devel opment  within  si x_ty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year- 
s' The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  clai m.  transfer,  or  assign  any  tax  credit  under  this  sec t i o n . 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  th is  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  arc  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  admin i stration  of  the  clean  energy  tax  credit  program  created  under  thi s section. 

7 . To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund,  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project Jsjioj  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  appljcationjo 

I ose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  econoniic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  tor  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  a ppl j cation  must  include: 

(0  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  mayjnclude  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  bv  a leasehold  interest  or  an  option  to  acquire  such  an  interest: 

(2)  Design  p Ian s for  the  clean  energy  resource  project,  i n eluding  oned hie  cli agrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  esti mated  costs  and  expenses  to  be  included  in  the  cost _basis_eljgiblc  for  the jax 
cred  it , the  local  electric  util  ity  provider,  the  estimated  project  start  date,  and  .the  estimated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  tins  sechpn.  to  be  deposited jn  the 
Clean  Energy  Fund:  and 
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(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  oft  he  pri  ority  procedures  described  in  th  is  sect  ion. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 

w i t h this  section  within  forty-five  days  of  the  date  the  depa rtment  received  the  ini tial  application . 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  departmen t of  economic  development  that  the  max imum  amount  of  cred i ts  a u thorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  arc  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  t he  i n itial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  a 1 1 applicable  safety,  performance,  interconnection,  and  reliabil  ity  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engi neers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission. 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
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notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016.  any  taxpayer  verified  by  the  de partment  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 . 3 and 
5 w ithin  calendar  year  2016  shall  be  deemed  eligi ble  for  the  tax  credit  under  this  section. 

1 4.  To  claim  the  tax  credit  authorized  under  this  section , a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  fi nal  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  th  e tot  a I amount  of  eligible  cost  s for  the  c lean 
energy  resource  project.  The  t a x paver’s  final  approva  1 applicati on  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

1 5.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liabi litv  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writiim  within  thirty  calendar  days  following  the  elfective  date_ol_thg 
transfer  and  shall  provide  any  information  as  mav  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  developmenLcrgdjts 
for  purposes  of  section  148.064, 

16.  Except  as  expressly  provided  in  th i s section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  bv  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  mav  not  apply  to  the  department  for  issuance  of  tax  creditsjnjm 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development, 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 

see tion.  Any  ru  1 e_o r portio n of  a rule,  as  that  term  is  defined  in  section  536.0 10,  that  i s_crcated 
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under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-210) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  Public  Service  Commission  (PSC)  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  including  participating  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or 
more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 


cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  Renewable  Energy  Standard  (RES).  DE  assumes 
this  provision  would  result  in  additional  RES  certifications  that  would  need  to  be 
performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 


A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 


commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  (including  a 
portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section  386.910,  RSMo, 
above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 


Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  defers  to  the  PSC  for  the 
specific  impact. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 


will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  term  be  defined. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and  Section 
386.910  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC  respectfully 
suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 


renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.900.14  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14  states  any  costs,  lost  revenues  or  lost  earnings  recovered  under  this 
section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of  more  than 
one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  seven  years  since 
the  enactment  of  this  provision  and  parties  continue  to  argue  over  its  meaning  before  the 
commission. 

Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 
facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1.  Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 


Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues:  $23,900,000 

Service  Study:  1,505,000 

Attorney,  PSC  Experience:  410,000 

Billing  Modification:  1.520,000 

TOTAL  $27.335.000 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 


7 


Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 

8 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Graves  Garrett  llc 


Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $660,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  4, 2016 


\(s>-3cf[ 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  44  (2016-209) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  31,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  I loffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • FLECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  l-IBRARY  • WOLFNER  LIBRARY 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  S60.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  thisjjetition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vcfgjjg  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  rs**  t:~‘> 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 

1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street  City,  State  & Zip  Code) 


\c-cm 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
val ue  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  3 86.900  to  386. 1 000  shall  be  known  and  may  be  ci ted  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  201 6”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  denned  in  386.900.  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter!; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 


l 


its-acR 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1)  Make  net  metering  available  to  customer-generators  on  a first-come, first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierl other  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplier! other  utilities ] shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body  |; 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  | the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  [rural  electric  cooperative  or  municipal  utility]  shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .|  KF  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. | i_LThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. | J3.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. ]  15,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  I . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
denned  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  oreleetrical 
corporation  as  provided  in  thi s chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision;  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 . 2017.  and  are  certified  as 
clean  by  the  department . 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri: 

(4)  "Customer-generator",  1 1 1 e owner,  lessee  or  operator  of  a c | ualified  elec  trie  en  ergy  gene  ration 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  m icro  CH P ; 

(bj  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measu red  i n alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  i n parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  e I ect riea j_en_e  rgy 
requirements; 

(f)  M eets  all  applicable  safe ty , pe rformance,  inte rconnectio n . and  reliability  sta ndard s 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  pt 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer^ 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHF’,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
ge tie ra te  e 1 ectricity  and  therma I e ne rgv  in  a single  integrated  system  with  a namep late  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating_current; 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  dejn^eredby_a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  byJhgjsuppjicLto 
the  customer-generator  over  a si ngle  bil ling  period; 

(8)  "Net  equipment  sufficient  to  measure  the  difference  between  the 

electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  anv  municipal  utility  or  electrical  corporation 
regu I ated  u n der  this  chapter  that  provides  retail  electric  service  in  this  state. 

3 . A reta i I electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come.  First-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  prev ious  year,  after  which  the  commission  for  a pu bl ic  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  anv  application  for  interconnection  if  the  total  rated 
gene  rati  ng  capacity  of  all  applications  for  i nterconnection  already  approved  to  d ate  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  anv  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
ot herw ise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

Q)  Disclose  annually  the  availabi I itv  of  the  net  metering  program  to  each  of  its  customers  wi th 
t he  method  and  manner  of  disclosure  being  at  the  discretion  of  the  su pplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reason  a bl  v incurred  equipment  expe  i ises.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
ealeu lated  in  the  following  manner: 
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( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  bi 1 1 mg  period  i n accordance  with  normal  metering  practices 
I or  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
metersjhat  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  wit h normal  pract i ces  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
su p plier  during  a billing  period,  t he  customer-generator  shall  be  billed _for J he  appropriate 

c u stomer  charges  for  that  billing  peri od  in  accordance  yvit h su bdivision  (2)  of  subsection  3 of  t hi s 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  t he  supplier; 

(5)  For  any  mu nic ipal  utility,  upon  agreement  of  the  w hoi esale  generator  su pplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Und e rw rite rs  Laboratories  for  distributed 
generat ion , No  su ppl i e r shal I i mpose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
c ustomer-generators.  except  that  a retail  electric  supplier  may  require  that  a customer-generator  s 
system  contai n a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  dcyjccor  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  thalyvould  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  svste ms  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( I ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purdiasjyidditional 
liability  insurance  beyond  what  is  required  under  subdivision  ( 1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  foi^publip 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule: 
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fa)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perforin  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  ad^tjonaMhabjijty 
insurance. 

ppl  i ra  I i nns  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  ol 
subdivision  ( 1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  thei r respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  i nformation  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facil ities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  tota |_es t i mated  net  kilowatt-hours  received  from  customer-ge i lerators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  uti  I ities,  which  shall  incl  tide  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 . 2017,  shal I be 
invalid  and  void. 
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■lQ--.Thg_gQyeming  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
gijBljl^QQntract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-jn-onc  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 2.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407,720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  sta  n dard  s of  any  such  syste  m s,  or  w ho  believes  that  any  elect  ric  generation  tin  it 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  i n vestigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retai I electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or .other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pn  is  u a nt  to  the  supplier's  tip  proved  rate  design.  At  the  time  a ny  _gen  e ra  I 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shad  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  I o the  extent  any  costs, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  any  such  electrical  corporation  by  an  average  of  more  than  one 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of  net 
metering  except  as  provided  in  subsection  3 of  this  section. 

1 5.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel_phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval _by_j>aid_supplier  that  till 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  vy  it  bout  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 
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\6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator^  lielcj 
liable  for  any  damages  to  properly  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a cu stomer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  t he  electric  genera tion  unit  of  a custoi ncr-gen erator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  1 43J 91  to  143.265 , i n an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shal I not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  i n 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  tor  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  i f such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  s o 1 a r p h o t o v o I taic  proj  c c t s a i id 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section , “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  1 8 CFR  § 141 . or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
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reporting  period  as  determined  bv  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  i n M issou ri  to  the  public  and  department  of  economic  development  w ithi n sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  t his  sect  ion  on  ly  for  installations  up  to  two  h undred  kilowatts,  measured  in 
alternating  cu rrent , per  project . N o electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  cl ai m , transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  bv  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed , and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund . 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
i n the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  die 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  nl  'jbe^dateon  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measuredjn 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund^  I he 
department  may  reta in , for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  reside  n t i a I tax  pave  rs  an  d t wo  Jiund  red  and  f lfty  dollars  for  all  othe  r taxpayc  rs.S  uch 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  ofeconomic 
developme  n t disap  prove  s t he  project . T h e application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  bv  the  taxpayer  or  the  project  is  noj  completed 
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within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fiindjinti] 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(})  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  tlieJ^ej^miple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
contmjjijay be : evidenced  bv  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  esti mated  costs  and  expenses  to  be  incl uded  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  uti lity  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  tinder  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 

9.  If  an  application  is  removed  from  the  re  vie  vv  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writi ng  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  j n this  section , 

1 0.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  tota  I anion  nt  avail  able  under  th  is  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
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for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
llie  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
an d any  addi t j onal  app rovals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

1 2.  All  taxpayers  w ith  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  veri tied  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  20 1 6 shall  be  deemed  eligible  for  the  tax  credit  undeLthjs.sectjoji. 

14.  To  claim  the  lax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  trom  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  fi nal  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  1 i nal  approval,  the  department 
shal I inform  the  taxp aver  by  postal  or  electronic  letter  and  shal I issue,  to  th e taxpayer,  a tax  credit 
certi  ficate  within  t h i rt  y days  of  receivi  n g the  final  approval  applicat  ion.  The  taxpayer  sh  a 1 1 .attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 
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1 5.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liabi litv  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  ..years 
a ncl  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
excc  pt  for  sections  143. 191  to  1 43.265  for  t he  succeeding  tei  i yeti  is.  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writi ng  within  thirty  calendar  days  foil ow i ng  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic- 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions. 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 

i n which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amou nt  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  ail  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 
1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  al  1 of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  crcd i t benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-209) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 


proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  fde  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 


cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 


For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 


the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 


Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 
result  in  a total  state  revenue  reduction.  OA  defers  to  the  DED  for  the  estimated 
impact. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 


• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  defers  to  the  PSC  for  the 
specific  impact. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 


needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  allows  an  electrical  corporation  to  recover  its  costs  and  add  in  its  rate 
base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided  the 
energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870  and  also  used  to  meet  the  utility's  renewable  portfolio  standard  in 
Section  393.1030. 

Section  386.870  also  states  investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  7 years  since  the 
enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the  PSC. 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 


Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  term  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  term  be  defined. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017.  The  PSC 
respectfully  suggests  this  date  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.900.14  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14  states  any  costs,  lost  revenues  or  lost  earnings  recovered  under  this 
section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of  more  than 
one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  seven  years  since 
the  enactment  of  this  provision  and  parties  continue  to  argue  over  its  meaning  before  the 
commission. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 


Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues: 

Service  Study: 

Attorney,  PSC  Experience 
Billing  Modification: 

TOTAL 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  " 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 
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U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 

8 
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Graves  Garrett  llc 


Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  202,  204,  and  206-210 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $660,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 
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Jason  Kander 


James  C'.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  4, 2016 


\G>-£C& 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  43  (2016-208) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  31,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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16>-££E  n 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vcytjtjg  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer:  - — 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of, 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-3C£ 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.860, 386.870, 386.910  and  386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stabi  1 ity  and  energy  independence.  I n furtherance  ot  the  above 
policy,  sections  386.910  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  1 nvestment  Act  of  2016”. 

3 86.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  i ntended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  enemy  resource,  as  defined  in  386.900,  or  offset  with  renewable  enemy 
credits,  as  defined  in  393. 1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  onc-hal  f of 
one  percent  in  any  year. 

386,910,  I . This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  L 20 17,  the  commission  shal I adopt  rules  and  regulations  allowing  customers  to 
partici pate  i n comma nity  solar  facilit ies  an d set  a value-of-community-solar  rate  as  described  i 1 1 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility”  is  a 
photovol taic  e lect ri c generation  fac U ity  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 

cl ectrical  corporati on  to  offset  thei r energy  usage  with  solar  energy  and  such  facil ity  is  I ocated 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386,020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shal  I allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facil i ties,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  sola r 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 


1 


making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 


4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation , t he  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  ow ner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
communi tv-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bi  1 1 credits  per  kilowatt  hour  taking  i nto  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value. 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-communitv-solar  rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  a n el ectrical  corporat ion. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  outjhg 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  j.o  recover 
costs;  provide  earning  opport un ities  for  electrical  corporations;  provide  an  orderly,  process, 

i ncluding  a reservation  system . to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  vv ith in  the  capacity  limits  i n subsection  3 of  this  section;  and_provide_opti_onsJ 
whic h may  inc lude  fina ncial  i nee n t i yes , to  encou rage  low-i ncome  participation, 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536_.0jjl_that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  ifcompljes  with  and  js 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable^ction_5Mil?§J  his  section 
and  chapter  536  are  nonseverable  and  if  anv  of  the  powers  vested  with  the  general  assembly, 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  andannul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  I . For  all  tax  years  beginning  on  or  after  January  1 . 2016,  any  taxpayer  incurring  costs 
a nd  expenses  for  t he  insta  1 1 at  ion  of  a clea  n energy  resource  prQiecLshall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  thejyjthholdingjrf  tax  as  provided 
in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually_shaj|_not 
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exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  i n subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  nieasuredjn 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and_each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  lim it  has  been  reached.  After  sue h certification,  b u t no  later  than  Ju ne  30, 2022 , the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  lor  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property ^or  other  tangi ble  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  caleulajjng  thejUate  tax_crcdit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  cu rrent  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  cu  rrent , If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section . “value  of  electricity  used  in  Missouri"  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Misspurijdiall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  1 8 CFR  § 1 4T,. or  an  equivalent  as  determined _by  the  commission , of  megawatt  ho  u rs 
sales  of  retail  electricity  and  corresponding  revenues  for  the  prece ding  year  or  most  e u r re n t 
reporting  period  as  determined  by  the  commission.  The  comm i ssi on  sha 1 1 publish  the  va I ue  of 
electricity  used  in  Missou  ri  to  the  public  and  department  of  economic  develop  me  n t within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  begi n n i ng  of  cae h 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  beq nests. 


3 


|6>-=3C8 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33 .OHO.  RSIVlo.  The  unexpended  balances  of  such  moneys  shall  remain 
i n the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed , and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7,  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  i n the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund._The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
appl [cation  deposit,  wh ich  shall  not  be  su bject  to  refund  and  shall  not  exceed  one  h undred  dollars 
for  residentiaEtaxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers. Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  tinder  this  section.  The  taxpayer  may  request  a refund  of  the_  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  jn  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
rnnildetinn  of  the  pmjecL/^least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial.  appmyaUujMinal 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  it 
applicable. 

R—Fjudiji pp I i cation  fo r initial  approval  of  the  tax  credit  under  this  sectiqn_shall  be_revjcwcd  by 
the  department  of  economic  development  within  thirty  days  of  its  s ubmission.  In  order  to  receive 
consideration,  an  appl ication  must  include: 
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(JJ  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  i ncluding  one-line  diagrams  stamped 
by  a professional  engineer . when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
cred i t , the  local  electric  utility  provider,  t he  estimated  project  start  date,  and  the  estimated 
project  com plet ion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
C lean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  q ueue.The  tax  payer  shal  I h a ve  one  opportun  i ty , not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shal  I be  notified  i n writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  deve lopmen t shal L cont inue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  t he  i nitial  approval  for  tax  credits.  Completion  shall  include 
cert i fic ation  from  a local  permitti ng  authority  t hat  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety , performance,  interconnection,  and  reli ability  standards  established  by 
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the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  U n derwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  mont hs.  I f the  department  of  econom ic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice. 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  20 16,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
e lie rgy  resource  project  i n calendar  year  2016  an d otherwise  complied  with  s ubsections  1 , 3 and 
5 w it  h]  n calendar  year  20 1 6 shall  be  deemed  eligible  for  the  tax  credit  under  this  sect  ion. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  wh  ich  shall  determine  th  e total  a mount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
t he  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The_ depart ment 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  clai mailt  is  entitled  pursuant  to  this  section. 

1 5.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  cred i t js 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date_ot_the 

i ransfer  and  shall  provide  anv  information  as  mav  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutjonSj 
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c red i tsjnithnri7Rd  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  cred its 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 
1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

• 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  1 35.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-208) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  and  participate  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or 
more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  RES.  DE  assumes  this  provision  would  result  in 
additional  RES  certifications  that  would  need  to  be  performed. 


Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 


on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 


To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo,  above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 


Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 


Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 
result  in  a total  state  revenue  reduction.  OA  defers  to  the  DED  for  the  estimated 
impact. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  defers  to  the  PSC  for  the 
specific  impact. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 


gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  allows  an  electrical  corporation  to  recover  its  costs  and  add  in  its  rate 
base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided  the 
energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870  and  also  used  to  meet  the  utility's  renewable  portfolio  standard  in 
Section  393.1030. 

Section  386.870  also  states  investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  7 years  since  the 
enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the  PSC. 

Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 
facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1.  Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 


Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  impact  for  this  petition  would  be  $17  million  in  lost  revenues. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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Graves  Garrett  llc 

We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 

6 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 

$3.50  i 


$3.00  ■ 
$2.50  - 
$2.00  - 
$1.50  - 
$1.00  - 
$0.50  - 
$0.00  -■ 


$2.90 


2014E 


$0.23 


201 5E 


S2.15 


$0.16 


$045 


SO. 20 


$0.19 


$0.20 


2016E 


$1.77 


$0.12 

$0.20 


$0.45 

$0.17 


2017E 


■ Panel  ■ Inverter  ■Racking  BOther  BoS 


■ Installation  ■ Sales 


■ Other 


Total 


9 


1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Graves  Garrett  llc 


National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


kWh /m  2/d  ay 
>9.0 

8.5 - 9.0 

8.0 - 8.5 

7.5 - 8.0 

7.0 - 7.5 

6.5 - 7.0 

6.0 - 6.5 

5.5 - 6.0 

5.0 - 5.5 

4.5 - 5.0 

4.0 - 4.5 

3.5 - 4.0 

3.0 - 3.5 

2.5 - 3.0 

2.0 - 2.5 
<2.0 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  202,  204,  and  206-210 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $640,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $17  million  annually.  Other  resulting  economic  activity 
will  have  an  unknown  impact  on  state  and  local  governments. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Shcrf.tary  of  State 
Staff:  of  Missouri 


Elections  Division 
(573)751-2301 


January  4,  2016 


ids-oCn 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory'  amendment  to 

Chapter  386,  version  42  (2016-207) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  3 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Rosier 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street*  Jefferson  City  65  loi 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis^,  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  reiectioffFftt  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personafiy|j]£(i<d  this  ^iejtition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  re|j scored  votj2|  ad<^fe|s  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  O •>  CO  O 

c> 

-it 
> 

[Official  Ballot  title]  ni 

cj\ 

CO 


v>\  ' 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

— 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notaiy  (Street,  City,  State  & Zip  Code) 


\G-dcn 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.950  and  386.1000  are  enacted  to  read  as  follows: 

386.950.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shajj Jieijie  pojjt^^ 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  section  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy  Independence 
and  Investment  Act  of  2016”. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 .20 16.  any  taxpayer  incurring  costs 
iind_exp^ijjes_for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
a Item  ating  current,  of  add  i tional  clea  n energy  gen  eration  re  so  u rces  installed  u si  ng  tax  c redds 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30,2022,  t lie 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.890  or  other  technology  eligible  for  net 
metering  as  defined  in  386.890.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  altcrnati ng  current . If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  I as 
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allowed  by  18  CFR  § 141 . or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  i n M i ssou ri  to  the  public  and  department  of  economic  development  with i n sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  instal lations  up  to  two  hundred  kilowatts,  measured  i n 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  appl ication  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in. the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section _shalj_be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall __not  be  jsubjectto 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any_unencumbercd  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advimcingjcjean  energyjhroughjhg 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayj^shalljndnnitan 
application  for  tax  credits  to  the  department  of  economic  development- .Eac}iapplication_shall_be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receivi ng  hi ghest  priority  in  the  q ueue.  A pp I ications  received  on  the  same  dayj hat  are. not 
time-stamped,  shal I go  through  a lottery  process  to  determine  the  order  in  which  such, 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt. mcasuredjn 
alternating  current,  application  deposit,  which  shall Jye  deposited  in  the  Clean  Energy.  Fund.  The 
department  may  retain,  for  the  purposes  ol  administering  this  section,  up  to  half  of  each 

a p p lication  deposit,  which  shall  not  be  subiect  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  tax  payers  and  two  hundred  and  f ifty  dollars  for  al  I other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  thg_department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  depart men_tj)t  economic 
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development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
F.nf^roy_Fimdj^  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 

within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in_thc 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration.au  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
tax  payer  is  t he  fee  simple  owner  of  the  cli  gible  property . Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest: 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  a pp  1 icable: 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund:  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove. 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  wi t liout 
losing  its  priority  before  becoming  disapproved.  A disapproved  application . which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
p urposes  of  the  pri ority  procedures  deseri bed  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient , the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amou nt  of  tax  credits  in  accorda nee 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 
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1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  al I taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
econ  omic  development  granting  the  initial  approval  for  tax  credits.  Co  mpletion  sha  1 1 include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  relia b i lity  standards  esta b I i s hed  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engi neers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission , 
and  any  local  govern i ng  authorities.  By  depositing  an  add i t i onal  two  cent  per  watt  appl i ca t i o n 
deposit  with  the  department  of  economic  development,  to  be  c redited  to  the  Clean  Energy  Eu n d , 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  i ncurred  and  the  project  is  expected  to  be 

com pleted  within  three  months.  If  the  department  of  economic  development  determ i nes  that  a 
t a x payer  has  failed  to  c o m ply  with  the  req uirements  p rovided  unde r this  secti on,  the  approval  fo r 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  havecojnmMceda  clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1,3  and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section.. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initia  l_approval.s_ha  1 1 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credjts_frpm  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligi  ble  costs.  I or  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application_shaH  include  a cost 

cert  i fication  report  o r opinion  letter  from  a certified  pub  lie  accou  ntant  confirmi  ng  the  costs  and 
expen  ses  incurred  for  p u rposes  of  de  termini  ng  t he  elig  ib  I e cost  ba  sis  for  thecleane  n e rgv 
resource  project.  For  any  project  to  which  the  department  g i v esj  i n a I approval,  t lied  e pa  rtme  nt 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shal  1 issue,  to  the_taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application,  flic  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credjtjsjdaimecf  I lie  department 
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of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a cred  i t claimant  is  en  t it  led  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  First.  Taxpayers  eligible  for  such  tax  credits  may  t iansfcr,  scl  1 or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  ret|uired  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  resu  It  in  the  issuance  of  an  amount  of  tax  cred  its  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  1 0 or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  i n an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amou n t allocated  in  the  i nit ial  app I icat i o n 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in i section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-207) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission  (PSC) 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 


taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kilowatts  (kW))  and  283  commercial 
project  applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 


The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 


Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 


Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  Section  386.1000 
discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is  in  the  PSC 
statute  and  not  in  a tax-related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1.  Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 


before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  impact  for  this  petition  would  be  $17  million  in  lost  revenues. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  42  and  44 

Sec,  of  State  # 207  and  209 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  42  and  44 

Sec,  of  State  # 207  and  209 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $34  to  $68  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .8  to  $3.5  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($35,065,766)  to 
($70,131,532) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($34,326,912)  to 
($68,654,014) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1,751 ,31 4 to 
$3,502,627 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($35,065,766) 

($70,131,532) 

9-11 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$451,369 

$902,739 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$56,421 

$112,842 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$45,137 

$90,274 

subtotal  Other  State  Funds 

$0 

$738,854 

$1,477,518 

subtotal  all  state  funds 

$0 

($34,326,912) 

($68,654,014) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,751,314 

$3,502,627 

Grand  Total  State  and  Local 

$0 

($32,575,599) 

($65,151,387) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 

4 


City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  201 8 cap  will  be  established  using  201 6 data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 


11 


the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  202,  204,  and  206-210 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $640,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $17  million  annually.  Other  resulting  economic  activity 
will  have  an  unknown  impact  on  state  and  local  governments. 
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Jason  Kander 


James  c.  Kirkpatrick 
Statu  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  4,  2016 


(s,-aXo 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City',  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  41  (2016-206) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  31,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  {Coster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • business  services  • Elections  • publications  • Securities  • State  Archives  • state  library  • Wolfner  Library 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vo£8fe  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  tide] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctiy,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 

day  of 

.A.D.  201 

Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  repealed  and  sections  386.860, 386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
1 ndependence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-hall  ol 
one  percent  in  any  year. 

|386.890.  1.  This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  electric  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(1)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  Kiel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  ol  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of 
net  metering  systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  ol  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  It 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  Irom  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 
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(3)  I f the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  ol 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  ot 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safely,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 
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(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  ol  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall,  within  nine  months  of  January  1, 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  ol  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  elfectivc  only  il  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  1 his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28,  2007,  shall  be  invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine 
months  of  January  1, 2008,  adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  ol  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  lake  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 
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1 6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

1 7.  1'he  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator.] 


386.900,  1,  This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
con  t rolled  clean  energy  re  sou  ices, 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility,  rural  electric 
cooperative  as  provided  in  chapter  394.  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Clean  enemy  resource",  electrical  enemy  prod uced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(c)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

(1)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  arc  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  Cl  IP ; 

( b)  1 las  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(e)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(1)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standarcLs 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(gl  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(5)  "Department ",  t he  department  of  eco nomic  development; 

(6)  “Micro  CMP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  dcliycrccLhy  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  bil  1 i ng  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  suppl Led  to  a customer-generator  by  a retail  electric  supplier  and  the  electrica  1 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the_applicable 
billing  period; 

(91  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  rural  electric  cooperative  under 
chapter  394  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supp I i er  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  hrst-served  basis  unljl 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  PJ 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rateef  generating  capacity  ol 
net  metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  (or  interconnection  il  the  total 
rated  generating  capacity  ol  all  applications  lor  interconnection  already  approved  to  date  by_sa]d 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  ot  saidjjupplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy_rales, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customcg- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  lee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  e 1 i gible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4,  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  1 1 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  il  itjs 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  lor  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
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distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 


reasonably 


may  be  ini  t 


ncurred  equipment  expenses.  At  the  request  of  the  customer- generator,  such  costs 


ally  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 


reasonable 


nterest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 


to  twelve  b 


lling  cycles. 


5 . Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
ca Iculated  in  the  followi ng  manner: 


( 1 )  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multipie 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  bi  1 1 ing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 


(43  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier. 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  pi 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  ( 1 ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  I lecti ical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  sim i larly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
ini mmediate  proximity  to  the  customer-generator's  metering  equipment  that  would  a 1 1 ow  a 
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utility  worker  the  ability  lo  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  requ ired  to  install  additiona  1 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 

1 iability  insurance  beyond  what  is  required  under  subdivision  (1)  o(  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  lor  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls. 
perform  or  pay  lor  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric : energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsect  ion  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  pla n lor  the  customcr-generato r s elcctrical 
generati ng  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days^d__recgipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier^ 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a .certification  _j_roma 
qualified  professional  electrician  or  engineer  that  the  installation  meets  thcjcquiremcnts_of 
subdivision  (H  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  rctai  1 electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  o 1 notice  of  the  approval,  the  approval  shift  1 expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electricsupqlierg 
shall  interco n ncct  qualified  energy  generation  units  within  thirty  days  ot  being  notified  the 
generation  u n i t is  installed  and  meets  the  requ irements  ol  this  section . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  clectnc_siippliei;. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  .the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  fac i 1 ities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators, 

9.  The  commission  shall  bv  June  1,  2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
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will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  intercojuicgtion 
request,  simple  procedures,  and  a brief  set  ol  terms  and  conditions.  Any  rule  or  portion_ol_a l nde^ 
as  that  term  is  defined  in  section  536.01 0,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  arc  nonsevcrablc 
and  i f any  of  thejxnyers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall  by  June  1,  2017 
adopt  policies  establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For 
systems  of  one  hundred  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one 
documen 1 1 hat  includes  a simple  interconncc t i on  request,  simpl e procedures,  and  a brief  set  ol 
terms  and  conditions. 

H . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

1 3.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresen ting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  anv  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  anv  general 
change  in  prospective  rates  is  proposed,  the  commission  shal I permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
monlh  period  following  the  effective  date  of  anv  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs. 
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lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  any  such  electrical  corporation  by  an  average  ol  more  .than  one 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  oljTet 
metering  except  as  provided  in  subsection  3 of  this  section. 

1 5.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  sai d supplier  that  a 1 1 
of  the  requirements  under  subdivision  (1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  discomtgct 
the  electric  facilities  of  said  customer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  mayjye  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  ol 
a customer-generator. 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generati on  unit  may  be  held  liable  lor  any  damages 
to  property  or  perso n caused  by  the  electric  generation  unit  ol  a customer-generator . 

386.910.  I . This  section  shall  be  known  and  may  be  cited  as  the  “Comm u njty  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  al lowing  customers  to 
partic i pate  in  community  solar  facilities  an d set  a value-of-community-solar  rate  asjjesxribcdi n 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility’  is_a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  ol  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facil ity  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  sect  ion,  an  clectrica  I corporat  i on  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  ot  each 
individual  electri cal  corporation  shall  not  be  greater  than  four  percent  of  the  elect rical 
corporation's  single-hour  peak  load  during  t he  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  delined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shal I be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  common  ity  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation's  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  ca p is  reached  for  comm u nity  sola r 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
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four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
m a kj n g its  decision.  Community  solar  faci  1 i ties  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscri bers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
commun  i ty-sol  ar  rate  per  kilowatt  hour  determ  ined  by  the  commission , T he  commissi  on  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  incl uding  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
tra nsm i ssion  and  distribution  system  value,  disaste r recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  re  t a i I rate.  The  value  of  allocated  com  mun  i tv  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  communi tv  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

1 . The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provision  s oft  hi  s section.  The  com  mission’s  rules  shal  I : allow  electrical  corporations  to  recove  r 
costs;  provide  earn i ng  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
i ncluding  a reservation  system  .to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provide  options, 
which  may  include  financial  i ncentives,  to  encourage  low-income  partic i pation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shal  1 be  invalid  and  void . 

386.1000.  I . For  al  1 tax  years  beginni  ng  on  or  after  Jan  nary  1,2016,  any  taxpayer  i ncurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  rg_ceive_a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as_proy|ded 
i n sections  143.191  to  1 43.265,  in  an  amount  equal _to  thirty-five  percent  of  the  total  cost  and 
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expenses  of  the  project.  The  total  amoun t of  clean  energy  tax  credits  offered  annual ly  shall  not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shajl  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating;  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  publje,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  I i mit  has  been  reached.  After  s uch  certification,  but  no  later  t h an  J u ne  30 , 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386,900  or  other  technology  eligible  for  net 
meteri ng  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  ch a pter  143.  The  costs  and  expe uses  incl tided  in  the  cost  basis  elig i b I e lo r the  cle an 
energy  tax  credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  isjangible  personal  property,  or  other  tangi ble  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation , and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  sjatgjax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltai(^prpjectsjind 
an  equ i valent  amount  for  other  clean  energy  resource  projects  measured  i n alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tajt_credjt  shah 
nonetheless  be  I i mited  to  three  dol lars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined_in  386^900, 
pe r fiscal  year.  The  determination  of  the  value  of  e lectricity  used  i n Missouri  sha  1 1 be 
determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  l_a_s 
allowed  by  18  CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 

a I te  mat  ing  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  pc rmitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section . 
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6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consjstof 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Enej-gyJFund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  p rovision s of  section  33.080,  R S Mo.  The  u nexpended  balances  of  such  moneys  s hall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  accou nt  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 

a 1 ternat i ng  current,  application  deposit . which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section , up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department. 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  ti me  specified  under  thi s sect i on . The  taxpayer  may  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 
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8.  Each  application  for  initial  approval  of  the  tax  creel i t under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( Ij  Proof  of  ownership_or  site  control  . Pioof  ol  pvviiersliip  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  efi^ii^property^Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  othej_f»rm  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest_or  ail  option  to  acquire  such  an  interest, 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagranis  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  i n the  cost  basis  el igible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  com pletion  d ate; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  tcyjje  depjjsjtcd  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  ot  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  oflpsyintcnt  jojhsappjp.y 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  apphcalion  from  the 
application  queue.  The  taxpayer  sh  aj  I have  one  opportunity,  not  to  exceed  fifteen  daysot 
notification  of  inten t to  disapprove,  to  correct  any  deficiencies  in  the  initial  applicatign_w i.thput 
losing  its  priority  before  becoming  disapproved.  A disapproved  appligatioUj  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sjdjjcjent,  t lie 
taxpayer  s hall  be  notified  in  writing  of  the  a pproval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  appl ications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  tor  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  ot  credits  authorized  lor  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  ayajfable^J  lie 
department  of  economic  development  shall  continue  to  review  applications  during  the  f iscal  year 
and  any  addi  t i on  a I approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
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certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  tor  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

1 3.  For  calendar  year  2016,  any  taxpayer  veri tied  by  the  department  to  h a ve  commenced  a clea n 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confi rming  the  costs  and 

e x pe  nses  incurred  for  pur  poses  of  determining  th  e e Jig  i b I e cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  developm e nt  shall  certify  to  the  department  of  reven ue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  re  t a ining  the  same  carryback  and  carryforward  rights  contained  in  th  is 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
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transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  injtjtutjg.osJ 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer’s  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  elfective  only  il  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  m ay  include  repaymen t provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-206) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 


proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  fde  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  and  participate  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or 
more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  RES.  DE  assumes  this  provision  would  result  in 
additional  RES  certifications  that  would  need  to  be  performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 


Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 


Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  (including  a 
portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section  386.910,  RSMo, 
above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 


provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 
result  in  a total  state  revenue  reduction.  OA  defers  to  the  DED  for  the  estimated 
impact. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  defers  to  the  PSC  for  the 
specific  impact. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 


historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  allows  an  electrical  corporation  to  recover  its  costs  and  add  in  its  rate 
base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided  the 
energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870  and  also  used  to  meet  the  utility's  renewable  portfolio  standard  in 
Section  393.1030. 


Section  386.870  also  states  investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  7 years  since  the 
enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the  PSC. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and  Section 
386.910  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC  respectfully 
suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.900.14  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14  states  any  costs,  lost  revenues  or  lost  earnings  recovered  under  this 
section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of  more  than 
one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  seven  years  since 
the  enactment  of  this  provision  and  parties  continue  to  argue  over  its  meaning  before  the 
commission. 

Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 
facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 


Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues: 

Service  Study: 

Attorney,  PSC  Experience 
Billing  Modification: 

TOTAL 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 


“ reduce  revenues  for  municipal  electric  utilities  by  fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 
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Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 
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MW's  of  Output 

223,854 
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$100 
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Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 
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$100 
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2018 
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122.68 
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$100 
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$100 
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2022 
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$100 
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Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 
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Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $660,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


January  4,  20 1 6 


Jason  Kander 

Secretary  of  S tate 
State  of  Missouri 


Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  40  (2016-205) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  3 1 , 201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  llscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street*  Jefferson  City  65 1 01 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8<l'  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 
registered  voter  of  the  state  of  Missouri  and 


. County  (or  city  of  St  Louis);  my  registered  voting  address  and 


the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI.  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  tlte  stale  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860,  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
pol i cy,  sections  386.900  to  386.1 000  shall  be  known  and  may  be  cited  as  t he  “Clean  Energy 
I ndependence  and  Investment  Act  of  2016”. 

386, 870,  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
cred its,  as  defined  in  393.1025.  Investments  made  pursuant  to  th i s section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  oj' 
one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter!; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(c)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  ceils  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  | municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or)  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  live  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or | the  governing  body  for  the  supplierlother  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  ol 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electiic  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  Fora  customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplier! other  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  sJSuppliers  shall  submit  |the  same]  an  annua], net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  lor  the  previous  calendar  year. 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a briel  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subseciucntly  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 ,|  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. | 1 1 . The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

113.1  12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.  | ]_4,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  Fora 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer’s  electric  service. 

1 16.  | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | J6,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corpo ration  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  su  bd  i v i si  on  ; or 

(Q  Other  sources  of  energy  that  become  available  after  January  1 , 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commissi on",  t he  pu blic  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a ti  u a I ified  elect  ric  energy  generation 
unit  which: 

(a)  Is  powe red  by  a cle an  energy  resource  or  micro  Cl  IP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  live  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(dJ  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  w ith  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  I sjnte nded  primarily  to  offset  part  or  all  of  the  customer-generator's. oyvn  el ectrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety_Cpde,  the  I nstitute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(gj  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
genera  t o r i s inte rrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP”.  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 
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(1)  “Net  excess  energy”,  the  amounUd'energy  expressed  J"  kilowatt  hours  delivered  by  a. 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  bi lling  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  munieipaLtinljtyjir^e 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( Q Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  i ncrease  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  i ntercon nection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  t he  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity . i nterconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-gen e ra to r.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 
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( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net. metering 
relationshi prw i t h the  supplier; 

(5)  For  any  municipal  utility  , upon  agreement  of  the  wholesale  generator  supplyjjig,eiectric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  ( I ) Each  qual i fled  electric  energy  generation  unit  used  by  a custoiner^generator  shall  meet  all 
a pp licable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requiremenUiot  specilically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  l)  ol  this  section  unlessjthe 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator^ 
system  contain  a sw i tch.  circuit  breaker,  fuse,  or  other  easily  accessible  dev i cgjjr  featu re  located 
i nj mmediate  proximity  to  the  customer-generator's  metering  eq uipment  that  would  allow  a 
uti I ity_worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standardg 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or_pnrchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  comm i ssion  lor  publi c 
util i ties  and  the  governing  body  for  other  utilities  shal I . by  rule: 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;.and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  thg 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  h undred  kilowatts  or  I ess  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 

q ualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  th e retail  electric  sup plier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commi ssion-regulated  su p plier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1)  The  total  number  of  customer-generator  faci I j ties; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  com  mission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  ad  min  i strati  on 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  a pplieation  process  shall  use  an  all-in-one  document  that  includ es  a si m p le  i ntercon nection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028 . This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  a nd  annul  a rule  are  subseq uently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 


9 


10-  The  governing  body  of  a municipal  utility  shall  by  June  1 . 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shal I use  an  all -in-one  document  that  includes  a simple 
interconnection  recpiest,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer- generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opport un ities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  secti on  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  ot  any  general  change  in  a supplier's  rates,.any 
over-rec ov ery_or_ under-re covery  balance  sha II  b e incl uded  in  t h e su pplier's  revenue  req uirem e n t 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  anyj>egeral 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve^ 
month  period  following  the  effective  dale  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  tlue  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costSj 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  nites 
c h arged  to  t he  customers  of  any  such  electrical  corporation  by  a n average  of  more  than  one 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of  net 
meteri ng  except  as  provided  in  subsection  3 of  this  section. 


15.  No  customer  shall  connect  or  operate  an  electric  seneratkmjmit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  Fora 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 
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1 6.  The  manufacturer  of  aiiy  electric  generation  unit  used  by  a customer-generator  may.  be  held 
liable  for  any  damages  tn  properly  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customcr-«enerator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  1 iable  for  any  damages 
^property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1 . This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  AetZ 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 ,20 17,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-communitv-solar  rate  as  described  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facililv!’js_a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 

com  mu  nitv  so  | a rfacilit  ies  owned  by  an  electrical  corporation  to  be  i nc  hided  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facil ities,  the  comm ission  shall  open  a docket  to  determine  whether  or  not  t he  co m m unity  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 


11 


\Cir4C 

5.  Kilowatt  hours  ge nerate d from  community  solar  facilities  shall  be  allocated,  on  a p ro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
communitv-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bi 1 1 credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  arid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retai I rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promul gate  rules  and  regu I alions  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provide  options, 
which  may  include  fi  nanci  a I i nee  n t i ves^  to  encourage  low-income  participation. 

8.  A ny  rule  or  portion_of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 

s u bjeetto  a 1 1 of  t he  pro  vis  ions  of  c ha  pter  536  and . if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonscverable  and  if  any  of  the  powers  vested  with  the  ge_ngnd_assgmbly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional , then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  I .Foral  I tax  years  begin  njn&on  or  after  January  1 , 2016,  any  taxpayer  incurring. costs 
a nd  expenses  for  the  instal  I at  ion  of  a clea  n energy  resource  project  shall  be  e ligible  to  recei  ve  a 
tax  credit,  referred  to  as  a “clean  cnergyjax  credit”,  against  the  state  tax  I iabi I ity  iiiciirrecl 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  Ja_x_as_proyided 
in  sections  143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  thetotaLcost  and 
expenses  of  the  project.  “Clean  energy  resource  project”  shall  be  defined  as  a protect  producing 
electrical  energy  from  a clean  energy  resource  as  defined  in  section  386.900  or  other  technology 
e[igi ble  for  net  metering  as  defi ned  in  386.900.  A “taxpayer”  shall  mean  any  entity^ubjeetjo 
taxation  of  income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible 
for  t h e clean  ene rgy  tax  credi t shall  include,  but  not  be  limited  to,  expenses  necessary  for  the 
production  of  a clean  energy  resource  project  that  is  tangible  personal  property , or  other  tangible 
property  if  such  property  is  used  as  an  integral  part  of  the  clean  energy  resource  project 
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installation,  and  shall  include  costs  and  expenses  allowable  with  respect  to  depreciation  or 
amortization  in  lieu  of  depreciation /llye  maxinninicost  basis,  lor  the  purpose  of  calculating  the 
state  tax  credit,  shall  not  exceed  three  dollars  per  watt  measured  in  direct  current  lor  solar 
photovoltaic  projects  and  an  equivalent  amount  for  other  clean  energy 

resource  projects  measured  in  alternating  current.  If  the  total  project  costs  exceed  three  doj hire 
per  watt,  the  basis  eligible  for  the  state  tax  credit  shall  nonetheless  be  limited  to  three  dollars  per 
watt. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand jnegawjiU  jjm.it 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annua  I ly  sha  II 
not  exceed  fifty  m i I lion  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amou  nt  ofjhe 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  La bor.  or  its  successor  agency.  If  the  amount  of  the  clea n energy  tax  credits 
offered  in  any  fiscal  year,  other  than  2017.  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  cap  for  the  following  Fiscal  year  shall  be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used,  however  in 
no  fiscal  year  shall  the  total  offered  be  greater  than  seventy  million  dollars.  The  provisions  of 
this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit  authorized  by  this 
section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating  current,  per 
project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean  energy 
resource  project  that  receives  a state  tax  credit  under  this  section  or  be  permitted  to  claim, 
transfer,  or  assign  any  tax  credit  under  this  section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  bv  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  sha] I remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
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balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

5.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  sha  1 1 go  th  rough  a I ottery  process  to  determine  the  order  in  whic  h such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  ref u nded  at  com pletion  of  the  project  or  in  t he  event  the  depa ii ment  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  w ilhdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  u nder  this  section , The  tax  paver  may  req  nest  a refund  of  the  a pplication 
de pos it;  however,  any  refunds  of  the  deposit  for  an  appl ication  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy, Fuiid  iinti I 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approvaljand  final 
approval  for  each  fiscal  year  and  the  amount  ol  tax  credits  reserved  tor  future  years., .if 
applicable. 

6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ow nershi p or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property  ,_Siich_eyidence  may  includejr 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  i merest; 

(2)  Design  plans  for  the  clean  energy  resource  project , i ncj tiding  one-line  diagrams_slamped 
by  a professi  on  ale  ngineer . when  a pplicable; 

(3)  The  estimated  costs  and  expenses  to  be  incjtided  in  the  cost  basis  eligible  for_the_tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
pro  ject  com  pletion  date; 
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(4)  The  application  deposit  required  under  subsection  5 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  nih^Hnfonnation  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

7.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove,, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  front  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

8.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notifi ed  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

10.  All  taxpayers  w i th  applications  recei vi ng  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a 1 ocal  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  i nstallation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  N ational  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
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shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

LI  i For  calendar  year  20 16.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  i n calendar  year  2016  and  otherwise  complied  with  subsections  I and  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

12.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project . The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shal I certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  i n service , the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148. 
except  for  sections  1 43.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  wit h assignee  retain i ng  the  same  carryback  and  carryforward  rights  conta i ned  in  th is 

s u bsec  tion.  The  assign  or  of  tax  credit  s shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

14.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  8 or  9 
of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 
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1 5 . The  department  shal I promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  reeover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-205) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $723,522  for  fiscal  year  2017,  $792,438  for  fiscal  year  2018,  and  $800,141 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $355,548  for  fiscal  year  2018,  and  $355,548  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 


proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  fde  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  and  participate  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or 
more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  RES.  DE  assumes  this  provision  would  result  in 
additional  RES  certifications  that  would  need  to  be  performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 


Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 


Section  386.1000  - Clean  Energy  Tax  Credit 

The  proposal  provides  for  the  total  amount  of  tax  credits  of  up  to  $50  million  in  the 
aggregate  per  fiscal  year.  This  amount  would  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor, 
or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits  offered  in  any  fiscal 
year,  other  than  2017,  is  less  than  the  annual  statutory  cap,  the  cap  for  the  following  fiscal 
year  would  be  increased  by  that  amount  with  the  carryover  of  any  unused  clean  energy 
tax  credit  authority  extending  until  it  is  used,  with  a maximum  in  any  fiscal  year  of  $70 
million.  For  purposes  of  this  fiscal  note,  it  is  assumed  there  would  be  a decrease  in 
general  revenues  of  $50  million  per  fiscal  year.  The  tax  credits  would  have  unknown 
economic  benefits  from  the  construction  and  installation  of  solar  energy  systems. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 
hours  each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do 
the  review  and  issuance  of  a certification  after  a project  is  completed  for  residential 
projects.  Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For 
larger  commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two 
steps.  See  response  above  for  detailed  tasks  required  by  the  proposal. 

18,872  hours  for  residential  applications 
4,336  hours  for  commercial  applications 
23,208  hours  total 

DE  assumes  it  will  need  a total  of  1 1 FTE  to  implement  the  clean  energy  tax  credit  and 
community  solar  provisions  of  this  proposal  as  follows: 

6 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

1 - Energy  Engineer  III 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II/III  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 


provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  271  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $287,798.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $67,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $355,548  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  aggregate 
amount  of  tax  credits  cannot  exceed  $50  million  per  fiscal  year,  which  will  be  increased 
or  decreased  each  year  by  the  Consumer  Price  Index. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 
result  in  a total  state  revenue  reduction.  OA  defers  to  the  DED  for  the  estimated 
impact. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  defers  to  the  PSC  for  the 
specific  impact. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  $50  million,  with 
any  unused  portion  added  to  the  next  year's  cap  up  to  a maximum  of  $70  million.  In 
addition,  the  cap  can  be  adjusted  based  on  the  Consumer  Price  Index.  The  tax  credit 
has  a 3-year  carry-back  and  a 10-year  carry-forward  provision  and  is  transferable. 
This  will  result  in  a total  state  revenue  reduction  up  to  $50  million  or  the  adjusted  cap 
amount.  This  will  also  impact  the  calculation  under  Article  X,  Section  18(e),  of  the 
Missouri  Constitution. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 


meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  allows  an  electrical  corporation  to  recover  its  costs  and  add  in  its  rate 
base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided  the 
energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870  and  also  used  to  meet  the  utility's  renewable  portfolio  standard  in 
Section  393.1030. 


Section  386.870  also  states  investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  7 years  since  the 
enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the  PSC. 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  term  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  tenn  be  defined. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and  Section 
386.910  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC  respectfully 
suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.900.14  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 


Section  386.900.14  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14  states  any  costs,  lost  revenues  or  lost  earnings  recovered  under  this 
section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of  more  than 
one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  seven  years  since 
the  enactment  of  this  provision  and  parties  continue  to  argue  over  its  meaning  before  the 
commission. 

Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 
facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  of  approximately  $23,900,000  annually  based  on: 

1.  Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000  to  a total  of  $27,335,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 


Total  estimated  costs  are  as  follows: 


Lost  Revenues:  $23,900,000 

Service  Study:  1,505,000 

Attorney,  PSC  Experience:  410,000 

Billing  Modification:  L520,000 

TOTAL  $27.335.000 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  " 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 

1 


SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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I U.S.  Energy  Information  Administration:  Table  10:  All  Sectors  - Class  of  ownership,  number  of 
consumers,  sales,  revenue,  and  average  retail  price  by  State  and  utility 
http://www.eia.aov/electricitv/sales  revenue  price/ 

' U.S.  Energy  Information  Administration:  Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of 
Electricity  by  State  by  Sector  by  Provider  (EIA-86 1 ) 
http://www.eia.gov/electricitv/sales  revenue  price/ 
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' Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 74 
https://enerqv.mo.gov/enerqv/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 75 
https://enerav.mo.aov/enerav/docs/MCSEP.pdf 

15  Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 90-1 91 , 1 93,  1 95-1 99,  201 , 203 
https://enerav.mo.gov/enerav/docs/MCSEP.pdf 

1(1  Thomas  A Loudat,  Blue  Planet  Foundation. " The  Economic  and  Fiscal  Effects  of  Hawaii's  Solar  Tax 
Credit'  - January  201 3. 

http://blueplanetfoundation.org/renewable-energy-tax-credit-201 3. html?highlight=WyJsb3VkYXQiXQ== 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
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Energy  Plan"  October  201 5,  p.  1 65  for  both  sentences  in  this  bullet  point 
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Energy  Plan"  October  201 5,  p.  1 66 
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Energy  Plan"  October  201 5,  p.  1 62-1 64 
https://energy.mo.gov/energy/docs/MCSEP.pdf 
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Energy  Plan"  October  201 5,  p.  1 78 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  202,  204,  and  206-210 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $50  million  annually  until  June  30,  2022 
with  approximately  $640,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

January  4,  2016 


Jason  Kander 

Secretary  of  State: 
State:  of  Missouri 


Elections  Division 
(573)751-2301 


1&-C334 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
JefTerson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  39  (2016-204) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  31, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  I 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  M ain  Street  • Jefferson  City  65101 

Administrative  rules  • business  services  • elections  • Publications  • securities  • State  archives • State  Library  • Wolfner  Library 


IGrSKH  ri-- 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  thi£petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  mj^gistered  vtftffig  address  and 

the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  alter  my  name.  \ rn 
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STATE  OF  MISSOURI,  COUNTY  OF 

l_ , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE.  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
" Printed  Name  of  Affiant 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

.,  A.D.  201 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  oj  the  state  oj  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  prov i de  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016” . 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-hal f of 
one  pcrccn t in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, 1 rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  |municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or | rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  live  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or | the  governing  body  for  the  supplier! other  electric  utilities ] may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  It 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electiic 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  tor  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  ol  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  repoit  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  |the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  | The  commission  shall,  within  nine  months  of  January  1,2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  tor  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a briel  set  ol  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility]  shall], 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 I . | J_0.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | ILThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier’s 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 1 3.  | 1 2.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | FT  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.  | J4.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. 1 15^  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | J6.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shal I be  the  policy  of  the  state  to  facilitate  the  use  of  c u s t ome r-sited  or 
con  trolled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced . from: 

(a)  Wind: 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(^f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department . 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

( 4)  "Customer-ge ne rator".  the  owner,  lessee  or  operator  of  a q uah fied  electric  en e rgy_ge n e ration 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  Five  hundred  kilowatts, 
me  as  u re  d in  alternating  c u rrent: 

(c)  1 s located  on  a premises  owned,  operated . leased,  or  ot herwise  controlled  by  t he  .customer- 
generator: 

fdi  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier] 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generators  own  electrical  energy 
requirements: 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  lnstitute_of 
Electrical  and  Electronics  En»ineers,  Ujiderwritgrs  Laboratories,  the  Federal_Energy  Regulatory 
Co mmission.and  any  local  govern i ng  authorities;_an d 

(g)  Contains  a mec h anism  that  a utomaticallv  disables  the  u n i t and  interrupts  the  f I ow_ of 
electricity  back  onto  the  supplier's  electricity  lines  in  the.j;^/enljMt_semcg_to  the  customer: 
generator  is  interrupted: 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated_systetTLMthjuiM^ 

c a pacity  eq ual  to  or  low er  tl l a n 130  kil o watts,  measu re d i n jift e rnating  c u rre n t , 
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(7) 1‘ N et  excess  energy”,  the  anion nt  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  bi lling  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  i n this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generat i ng  capacity  of  net  metering  systems  eq uals  seven  percen t of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  anv  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
suppl ier  i n said  calenda r yea r eq ua Is  or  exceeds  two  percen t of  said  supplier's  si ngle-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  custome regenerator  a ta riff  or  cont rac 1 1 hat  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  anv  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
t he  method  and  ma nner  olid isc losurc  being  at  the  discretion  of  the  su pplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  he  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 
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( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  jit  a 
ratio  of  one-to-one  against  the  customer- generator's  energy  consumption  in  subsequent  months; 

(4)  A ny  net  e xccss  energy  c redits  carried  forw a rd  under  subd i vision  (3)_ojjh is  s ubseetjon  sha 1 1 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminatesjhe  net  metering 
relations!! i p with  the  supp I i e r ; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric; 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric_supplier,  the  credit  to  the 
customer-gene rator  may  be  provided  by  the  wholesale  generator 

6,m  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  stajjdaj^s^stablished  by  any_ local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  anv  fee,  charge,  or  othenreguirement  not  specifically 
authorized  by  this  section  or  the  rules  pronitil  tmdersttj)s^ction  section  unlessMhe 

fee.  charge,  or  other  requirement  would ^appjyjojimjjarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may. require  that  a custqmer-generator_s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  j mined i ate  proximity  to  the  customer-generator's  meterin g cq u i pment_that_WQU Id  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from,  the  utility  s electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whosesystemmeets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  bejccpiired  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insnrnn^gj^yygid^^fi^ .required  under  subdivision  (1)  ol  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  lor  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by^ruje; 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7J^1)  Applications  bv  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distributipn  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generati ng  system . including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  bv  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  ot h cr  systems.  Prior  to  t he  interconnection  of  the  quali fied _ generation  unit  to  t he  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( I ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retai I electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  rece ipt  of  notice  of  the  approval,  the  approval  shall  expire  a nd  the 
customer-generator  shal I be  responsible  for  fil ing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shal  I submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  tota I i i umber  of  custome r-generator  fac i I i t ics; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shal  I by  June  1.2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536,010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  n on  severable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 . 20 1 7 , shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 20 1 7 adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407,700  to  407.720.  The  attorney  general  shal \_ have  the  authority  to 
promulgate  i n accordance  w ith  the  provisions  of  chapter  536  rules  regardi ng  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested ..person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  an t ho  ri  ze d to  investigate  s uch  claims  and  take  any  necessa ry  and  appropri ate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced, 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  elegtnc_^ppl.ier^hall  be 
recovered  in  a timely  manner  i n that  utility's  rate  structure  in  the  form_pf.a  tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a_suppliers  rates, juiy 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  suppliers  revenue_requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  ancLshall  be  recovered 
from  each  rate  class  pursuant  to  the  suppliej^s_approved  rate_clesigji^tthe_tinieany^general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier_to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the_  twelve^ 
month  period  follow ing  the  effective  date  o_{  any  .change  in  rates,  and  rates_sha 1 1 be  set.  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energyjtnd  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may. 
evaluate  the  value  of  distributed  generation  anddean_eiiergy  resources.  _1  o the.  extent  any  costs,, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section , they  shall  not  rajse  the  retail  rates 
charged  to  the  customers  of  any  such  electrical  corporation  by_an_average_ol  more  than  ong 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of.  net 
metering  except  as  provided  in  subsection  3 of  this  section. 


15.  No  customer  shall  connect  or  operate  an  electricj^ieratipn  umtjn  pnrajleLphase  and 
synchronization  with  any  retail  electric  supplier  without  writtenjU2pipyaJJ)y^ajd.^ippligrjliat  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  havg_ been  met.  For_a 
customer  who  violates  this  provision , a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 
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16,  The  mnnninrtnrer  nfrnw  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1.  This  section  shall  be  known  and  may  be  cited  as  the  “Commnn ity  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 . 2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate  as  describctl  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility”  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year . and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386,900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  sha  1 1 be  expanded,  and  t lie  com  mission  may  inc  lease  the  aggrega  te  capacity  cap  a bo  ve 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  b ill  credits  as  provided  in  su bsection  5 of  this  section. 
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5 .  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
community-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  yalue^ 
t ra nsmission  and  dist ributio n system  value,  disaster  recovery  value,  reactive  powe r v a lue  and 
ot her  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporati on's 
average  retail  rate.  The  value  of  aj  located  comm  un  i tv  sol  a r bil  I credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  W hen  a community  solar  facility  is  placed  in  service  it  shall  have  t he 
o pt  j on  to  lock  in  the  current  v a I ue-of-commu  n ity-solar  rate  for  a period  of  twenty  years. 


6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporati  on , 

7 . The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations^  pipvide^ajLQixlerly  process, 
including  a reservation  system,  to  allow  potential  community  solar  (acility  owners.and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 o f t h is  section;  a n d p ro v i d e jp p t ions, 
which  may  include  fina  nci  a I i ncentives,  to  encourage  low  - i ncome  partici  pation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536,010,  that  is  crcated  under 
the  authority  delegated  in  this  section  shall  become  effective  only  il  it  complies_yyith  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028^  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  vyjthdi^i^aljissem 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disjipproy^icLannul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule.proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386. 1 000.  I . For  al I tax  years  beginning  on  or  after  January  1.20 16.  any  taxpayer  jncurrmg_cqsts 
and  expenses  for  the  installation  of  a clean  energy  resouree  project  shall  be  eligibjcjo  leccive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  Ijabijity  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withhojding_oljax  as  provided 
in  sections  143.191  to  143.265,  in  an  amount  equal  to  thirtyTivej)erc^  and 

expe  uses  of  the  project.  Ill  e tota  1 a mount  of  clean  ene  rgy  tax  credi  ts  of  fere  da  n n ua  1 1 y sh  a 1 1 not 
exceed  one  percent  of  the  value  ol  electricity  used  in  Missouri  as  determined  in_subsection_4_of 
this  section. 

2.  The  department  of  economic  development  shall  certi fy  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  ot  one  thousand^ megawatts,  measured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installecfusjng  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly  . the  public,  and  each 
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taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  thg_one  thousand 
megawatt  limit  lias  been  readied.  After  such  certification,  but  no  later  than  June  30, 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 

mete  ring  as  defined  i n 3 86.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shal  1 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt . 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  I as 
allowed  by  18  CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  correspondin g reve n ties  for  t he  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  becpiests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 


13 


iG-acs 


the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  C lean  Energy  Fu nd  and  in  the  particular  account  in  which  the  moneys  are  p 1 aced,  and  sue h 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
c red  i ted  to  the  genera  I revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
i n the  f und  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 

application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priori ty  in  the  queue.  Appl ications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  admi nistration  p u rposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  jetained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  nolcompleted 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a re! und  of  the  application 
d e posit;  however,  any  ref unds  of  the  deposit  for  .ana p plication  shall  cau_se_su ch  a pplj cation  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shal I be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  Quarter,  the  departmenLol^^  development 

shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initiajjipprpyajjindJlnal 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8 . Each  application  for  initial  approval  of  the  tax  credit  under  this  .section  shal  I be  reviewed  by 
the  department  of  economic  development  witlii n thirty  days  of  its  submission lJ.ii  order  tojecglye 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  sim pie  owner  of  the  e I i gi ble  property.  Such  ey i den ce  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquirg^uch  anjnterest, 

(2)  Design  plans  for  the ; clean  energy  resource  project,  including  one-linediagrams  stamped 
by  a professional  engineer,  when  applicable: 
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(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  com pletion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
req uire  to  review  the  project  for  approval . 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section . 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  al  Lot  her 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 

t he  departme n t of  economic  development  that  the  max imum  amount  of  credi ts  a u t horized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitti ng  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engi neers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thi rty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
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completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 . 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section- 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  i nform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  cert ificate  to  all  M issouri  income  tax  retu rns  on  which  t he  credit  is  claimed.  I he  depart ment 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayers  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used , whichever  occurs  first.  Taxpayers  eligible  lor  such  tax  credits  may  transfer,  sell_or  assign 
the  credits  with  assignee  retaining  tlie^ame  carryback  and  carryforward  riglusconjained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transler  by  not'd  ying  thejjepartment  of 
economic  development  in  writing  within  thirty  calendar  days  tollowingjhe Lgffe_ct_Lve_dateol  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  ndminjster  and  carry  out  the  provisions  of  this  section  Jor  I mancjal  i nsti tutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economi_c_development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued. jnjhe  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the^miount_of_eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax_credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granfedjinder  subsections  1 0 or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  forJssuance  of  tax  credits  in  an 
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amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promuluatc  rules  necessary  to  administer  the  provisions  of  the 
section.  Anv  rule  or  portion  of  a rule,  as  that  term  is  defined  i n section  536.0 1 0.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrep resentations  of  fact  on  applications,  and  o ther  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  ] 35.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-204) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

The  DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate 
issues  from  a fonnal  state  policy  and  planning  perspective  consistent  with  its  interests  in 
clean,  affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the 
PSC  related  to  energy  efficiency  and  renewable  energy  and  has  responsibilities  associated 
with  certifying  clean  energy  sources  under  Missouri’s  Renewable  Energy  Standard  (RES) 
and  net  metering  statutes.  As  such,  DE  assumes  it  would  be  involved  in  the 
implementation  of  this  provision  by  monitoring  and  participating  in  cases  that  allow 
regulated  electric  utilities  to  install  and  recover  costs  associated  with  electric  vehicle 
recharging  stations  that  are  partially  powered  by  a clean  energy  source  or  offset  with 
renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 


proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  fde  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions  including  participation  in  the  rulemaking  docket  to  set  the  process  and  details 
associated  with  this  section.  DE  assumes  it  would  monitor  and  participate  in  tariff  and 
other  related  cases  where  community  solar  facilities  are  established  for  purposes  of 
determination  of  eligibility  and  certification  under  the  RES.  DE  assumes  this  provision 
would  result  in  additional  RES  certifications  that  would  need  to  be  perfonned. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 


386.910-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 
RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 


megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 
review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  (including  a 
portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section  386.910,  RSMo, 
above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 


$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 


Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  utilities  to  recover  costs  and  add  in  its  rate  base  costs  to  install  electric  vehicle 
charging  stations  intended  to  recharge  electric  motor  vehicles,  provided  the  energy 
consumed  at  each  station  is  partially  powered  by  a clean  energy  resource.  This  could 


result  in  a total  state  revenue  reduction.  OA  does  not  have  the  data  to  estimate  the 
fiscal  impact.  The  DED  or  the  PSC  may  have  such  data. 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  To  the  extent  any  such  costs,  lost  revenues  or  lost  earning  are 
recovered,  they  shall  not  raise  the  customer  retail  rates  by  an  average  of  more  than 
1%  in  any  year.  This  could  impact  total  state  revenue.  OA  does  not  have  the  data  to 
estimate  the  fiscal  impact.  The  DED  or  the  PSC  may  have  such  data. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  determined  by  the  PSC.  This  will  result  in  a total  state 
revenue  reduction.  This  would  also  impact  the  calculation  under  Article  X,  Section 
18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED  and/or  the  PSC 
may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED  and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 


at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870  allows  an  electrical  corporation  to  recover  its  costs  and  add  in  its  rate 
base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided  the 
energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870  and  also  used  to  meet  the  utility's  renewable  portfolio  standard  in 
Section  393.1030. 

Section  386.870  also  states  investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half  of  one 
percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  7 years  since  the 
enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the  PSC. 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 


Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  term  be  defined. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and  Section 
386.910  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC  respectfully 
suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.900.14  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14  states  any  costs,  lost  revenues  or  lost  earnings  recovered  under  this 
section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of  more  than 
one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap  is 
placed  on  the  renewable  mandate  of  Section  393.1045.  It  has  been  over  seven  years  since 
the  enactment  of  this  provision  and  parties  continue  to  argue  over  its  meaning  before  the 
commission. 


Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 
facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues: 

Service  Study: 

Attorney,  PSC  Experience 
Billing  Modification: 

TOTAL 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 


cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  38 

Sec,  of  State  # 203 


Proposed  Statement  of  Fiscal  Impact 
for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  38 

Sec,  of  State  # 203 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $21  to  $60  million  depending  upon 
the  speed  of  up  to  $200  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1.1  to  $3.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($22,196,429)  to 
($62,150,000) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($21,407,279)  to 
($59,940,558) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,108,571  to 
$3,104,000 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,108,571  to 
$3,104,000 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9 

Table 

9 

Tax  credit 

$0 

($25,000,000) 

($70,000,000) 

Income 

12- 

14 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$2,803,571 

$7,850,000 

Various 

14- 

16 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($22,196,429) 

($62,150,000) 

5-11 

Table 

11 

Clean  Energy  Fund 

$0 

$117,721 

$329,442 

Application 

deposit 

12- 

14 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$285,714 

$800,000 

Sales  tax 

14- 

16 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$285,714 

$800,000 

12- 

14 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$35,714 

$100,000 

Sales  tax 

14- 

16 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$35,714 

$100,000 

12- 

14 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$28,571 

$80,000 

Sales  tax 

14- 

16 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$28,571 

$80,000 

subtotal  Other  State  Funds 

$0 

$789,150 

$2,209,442 

subtotal  all  state  funds 

$0 

($21 ,407,279) 

($59,940,558) 

12- 

14 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,108,571 

$3,104,000 

Sales  tax 

14- 

16 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,108,571 

$3,104,000 

Grand  Total  State  and  Local 

$0 

($20,298,708) 

($56,836,558) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits 
shall  be  $50  million  at  the  beginning  of  the  program.  The  proposal  also  provides  that  the  tax  credit  cap 
shall  be  increased  or  decreased  each  year  by  the  percentage  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency. 

Table  2 shows  the  CPI  values  reported  for  December  from  2000  to  2014.  The  annual  average  growth 
over  the  period  was  2.1 6%.  Recent  CPI  increases  have  been  lower  than  the  early  part  of  the  series  due 
to  the  most  recent  recession  and  concerted  action  by  the  Federal  Reserve  to  keep  interest  rates  low.  The 
Federal  Reserve  is  expected  to  raise  interest  rates  in  the  near  future.  This  is  likely  to  raise  CPI  inflation. 
To  ensure  a better  prediction  of  future  anticipated  CPI  the  longer  time  period  is  used  to  determine  the 
average  annual  increase. 


Table  2 

Consumer  Price  Index  (CPI-U)  History 
December  Reported 


Year 

CPI  value 

Increase 

% 

increase 

2000 

174.000 

2001 

176.700 

2.700 

1 .6% 

2002 

180.900 

4.200 

2.4% 

2003 

184.300 

3.400 

1 .9% 

2004 

190.300 

6.000 

3.3% 

2005 

196.800 

6.500 

3.4% 

2006 

201.800 

5.000 

2.5% 

2007 

210.036 

8.236 

4.1% 

2008 

210.228 

0.192 

0.1% 

2009 

215.949 

5.721 

2.7% 

2010 

219.179 

3.230 

1 .5% 

2011 

225.672 

6.493 

3.0% 

2012 

229.601 

3.929 

1 .7% 

2013 

233.049 

3.448 

1 .5% 

2014 

234.812 

1.763 

0.8% 

Avg.  annual  increase 

2.16% 

Table  3 uses  the  average  annual  growth  rate  for  2000  to  2014  to  project  the  tax  credit  cap  into  the  future. 
The  election  date  of  November  201 6 on  the  proposal  is  in  the  State's  FY  201 7.  Therefore,  FY  201 7 is  the 
base  year  for  the  $50  million  clean  energy  tax  credit  cap.  The  clean  energy  tax  credits  cap  is  estimated 
at  $50  million  for  FY  201 7,  $51 .1  million  for  FY  201 8 and  $52.2  million  for  FY  201 9. 


Table  3 

Clean  Energy  Tax  Credit  Estimate  of  Cap 


Fiscal  Year 

Clean  Energy  Tax  Credit  Cap 

FY  2017 

$50,000,000 

FY  2018 

$51,082,005 

FY  2019 

$52,187,425 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  201 6 taxes  would  be  due  on  April  15,  201 7 which  is  in  FY  201 7. 
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The  provisions  of  the  act  will  go  into  effect  in  December  2016.  Paragraph  1 1 of  the  proposed  section 
386.1000  states  that  any  taxpayer  verified  by  the  Department  of  Economic  Development  to  have 
commenced  a clean  energy  resource  project  in  calendar  year  201 6 and  otherwise  complied  with  the 
provisions  shall  be  deemed  eligible  for  the  tax  credit.  This  allows  for  the  Department  of  Economic 
Development  to  include  projects  in  201 6 before  its  processes  are  in  place.  Paragraph  1 5 of  the  proposed 
section  386.1 000  provides  that  the  Department  of  Economic  Development  shall  issue  rules  necessary  to 
administer  the  act.  In  addition,  paragraph  8 gives  the  Department  of  Economic  Development  45  days  to 
notify  an  applicant  of  approval  after  the  application  is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  FY  201 7 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  2017.  Tax  credits  issued  between  April  15  and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  project  with  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through 
amended  returns  or  through  CY  2017  taxes  paid  in  FY  2018. 

Paragraph  3 of  the  proposed  section  386.1000  provides  for  the  carryover  of  any  unused  clean  energy  tax 
credit  authority  until  it  is  used.  If  the  Department  of  Economic  Development  is  slow  to  issue  clean  energy 
tax  credits  in  FY  2017  at  the  beginning  of  the  program  then  the  unused  authority  of  the  cap  carries  over  to 
FY  2018.  Table  4 shows  what  the  FY  2018  clean  energy  tax  credit  cap  would  be  if  all  of  the  FY  2017  tax 
credit  authority  provided  carries  over  - $1 01 .1  million.  This  does  not  mean  that  the  State's  general 
revenue  fund  collections  would  be  affected  by  $1 01 .1  million.  Paragraph  3 also  limits  the  department  to  a 
total  offer  of  no  more  than  $70  million  in  tax  credits.  Clean  energy  construction  of  $200  million  would  be 
necessary  to  qualify  for  the  entire  $70  million  in  tax  credits  that  are  allowed. 


Table  4 

FY  2018  Tax  Credit  Cap  with  FY  2017 
Possible  Carryover 


Fiscal  Year 

FY  201 8 

Original  cap 

$51,082,005 

Carry  over  from  previous  year 

$50,000,000 

Total 

$101,082,005 

Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  5).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 
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All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  2 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.1  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.2  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.3  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.4 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  CY 
201 6 solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November 
2016.  Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first 
affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State 
Auditor's  Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
2 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.5  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  5 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  5 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  5 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.6  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
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average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  6 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  6 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  6 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  7 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  2015  Q1  price  is  $2.488/watt. 


Table  7 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  8 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  8 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 
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Table  8 

Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• estimates  of  $50  million  in  FY  201 7 and  $51 .1  million  in  FY  201 8 clean  energy  tax  credits  in 
accordance  with  paragraph  2 of  the  proposed  section  386.1 000.  The  FY  201 8 clean  energy  tax 
credit  limit  may  be  higher  depending  on  any  unused  authority  that  is  carried  over  from  FY  201 7. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $18,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.7 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3. 8 

• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.9 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.10 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.11 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.12 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 
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In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.13  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 14  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

Table  9 shows  two  possible  alternatives  estimating  the  effect  on  FY  2018. 

• Construction  leading  to  use  of  half  the  available  FY  2017  tax  credits  ($25  million)  - These  tax 
credits  would  cover  any  CY  201 6 clean  energy  construction  allowed  under  paragraph  1 1 of  the 
proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax  credits  that 
the  Department  of  Economic  Development  could  process  by  the  end  of  CY  201 7 in  order  to  affect 
FY  201 8 state  tax  collections.  It  is  assumed  that  the  Department  of  Economic  Development 
would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  201 7 after  its  processes  are  in 
place.  Table  10  shows  that  total  of  $71 .4  million  in  construction  would  be  required  to  generate 
$25  million  in  tax  credits.  Residential  construction  of  $28.6  million  (assuming  40%  of 
construction)  would  result  in  $1 0.0  million  in  tax  credits.  Commercial  construction  of  $42.9  million 
(assuming  60%  share  of  construction)  would  result  in  $1 5.0  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  FY  2017  tax  credits  and  the  amount  necessary  of 
the  FY  2018  tax  credits  to  meet  the  maximum  cap  allowed  to  the  department  ($70.0  million)  - 
These  tax  credits  would  cover  any  CY  2016  clean  energy  construction  allowed  under  paragraph 

1 1 of  the  proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax 
credits  that  the  Department  of  Economic  Development  could  process  by  the  end  of  CY  201 7 in 
order  to  affect  FY  2018  state  tax  collections.  It  is  assumed  that  even  the  Department  of 
Economic  Development  would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  201 7 
after  its  processes  are  in  place  that  the  department  would  be  able  to  authorize  all  of  the  FY  2017 
credits  and  half  the  FY  2018  credits.  Table  10  shows  that  a total  of  $200  million  in 
construction  would  be  required  to  generate  $70  million  in  tax  credits.  Residential 
construction  of  $80  million  (assuming  40%  of  construction)  would  result  in  $28  million  in  tax 
credits.  Commercial  construction  of  $1 20  million  (assuming  60%  share  of  construction)  would 
result  in  $42  million  in  tax  credits. 


Table  9 

FY  2018  Tax  Credit  Effect  - Possible  Range 


Fiscal  Year 

Low  ranae 

Hiaher  ranae 

FY  201 7 credits 

$25,000,000 

$50,000,000 

FY  201 8 credits 

$0 

$20,000,000 

Total 

$25,000,000 

$70,000,000 
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Table  10  Number  of  Projects  - Low  Range  v Higher  Range 


Low  Range 

Higher  Range 

Tax  credits  estimate 

$25,000,000 

$70,000,000 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$71,428,571 

$200,000,000 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$10,000,000 

$28,000,000 

Commercial 

$15,000,000 

$42,000,000 

Total  amount  by  type 

$25,000,000 

$70,000,000 

Construction  value  bv  tvoe  of  construction 

Residential 

$28,571,428 

$80,000,000 

Commercial 

$42,857,143 

$120,000,000 

Total  amount  by  type 

$71,428,571 

$200,000,000 

Cost  of  solar  Droiects  Der  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

1,561 

4,372 

Commercial 

90 

251 

Total  amount  by  type 

1,651 

4,623 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  Table  10  shows  a total  of  1 ,651  projects  would  be 
constructed  at  the  low  range  of  the  tax  credits  (1 ,561  residential,  90  commercial).  A total  of  4,623 
projects  would  be  constructed  at  the  higher  range  of  the  tax  credits  (4,372  residential,  251  commercial). 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.15 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.16  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.17 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 18 

• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.19 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."20 
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Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.6 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.5  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $117,721  or  $329,442. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for  applications  FY 
2018 

# of  projects 

Residential 

1,561 

4,372 

Commercial 

90 

251 

Total  amount  by  type 

1,651 

4,623 

Application  deposit 
reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit 
revenue 

Residential 

$190,442 

$533,384 

Commercial 

$360,000 

$1,004,000 

Total  amount  by  type 

$550,442 

$1,537,384 

Application  revenue  ke 

ot  per  proiect  for  Department  Operations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$95,221 

$266,692 

Commercial 

$22,500 

$62,750 

Total  amount  by  type 

$117,721 

$329,442 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  27.5  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  2.8%  of 
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the  1 ,000  MW  goal.  A total  of  83.0  MW  would  be  added  in  solar  capacity  as  a result  of  projects 
equivalent  to  all  the  available  tax  credits  which  would  be  7.7%  of  the  1 ,000  MW  goal. 


Table  12 

Amount  of  Solar  Capacity  Added 


Capacity  added  for 
half  of  tax  credits  for 
applications  FY  201 8 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

1,561.0 

4,372.0 

Commercial 

90.0 

251.0 

Total  amount  by  type 

1,651.0 

4,623.0 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

9,522.1 

26,669.2 

Commercial  (200  kW/project) 

18,000.0 

50,200.0 

Total  amount  by  type 

27,522.1 

76,869.2 

MW  aenerated  bv  construction 

Residential 

9.5 

26.7 

Commercial 

18.0 

50.2 

Total  amount  by  type 

27.5 

76.9 

% of  1 ,000  MW  goal  achieved 

2.8% 

7.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  1 0%.  It  is  assumed  that  1 5%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $2.8  million  to  $7.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.4  million  to  $1 .0  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .1  million  to  $3.1  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Low  Range 

Higher  Range 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$71,428,571 

$200,000,000 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvDe 

Labor 

$25,000,000 

$70,000,000 

Materials  and  local  materials 

$28,571,428 

$80,000,000 

Profit 

$7,142,857 

$20,000,000 

subtotal  by  taxable  type 

$60,714,285 

$170,000,000 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,500,000 

$4,200,000 

Materials  and  local  materials  - Sales/Use  Tax 

$857,143 

$2,400,000 

Profit  - General  Revenue  Corporate  Tax 

$446,429 

$1,250,000 

subtotal  GR 

$2,803,571 

$7,850,000 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$285,714 

$800,000 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$35,714 

$100,000 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$28,571 

$80,000 

subtotal  State  Taxes 

$3,153,571 

$8,830,000 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,108,571 

$3,104,000 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$4,262,143 

$11,934,000 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  1 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.22 

Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 

The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 

Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 

Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  15  shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 

The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1 000.  In  Table  1 2 above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 2.8%  low  range  and  7.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  14.1  MW  of  added  community  solar  capacity  would  be  created  which  would  require  71  projects  of 
200  kW.  At  the  higher  range  38.8  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  1 94  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $34.0  million  in 
construction  spending.  The  higher  range  results  in  $92.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

2.8% 

7.7% 

Added  capacity  - MW 

14.13 

38.85 

Added  capacity  - kW 

14,126.56 

38,848.04 

# projects  at  commercial  200  kW  per  project 

71 

194 

Construction  cost  - commercial  project  per  200  Kw 
project 

$478,400 

$478,400 

Construction  value 

$33,966,400 

$92,809,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $1 .3  million  to  $3.6  million  in  FY  201 8.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.5  million  to  $1 .4  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 

State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Projects 


Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$33,966,400 

$92,809,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$11,888,240 

$32,483,360 

Materials  and  local  materials 

$13,586,560 

$37,123,840 

Profit 

$3,396,640 

$9,280,960 

subtotal  by  taxable  type 

$28,871,440 

$78,888,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$713,294 

$1,949,002 

Materials  and  local  materials  - Sales/Use  Tax 

$407,597 

$1,113,715 

Profit  - General  Revenue  Corporate  Tax 

$212,290 

$580,060 

subtotal  GR 

$1,333,181 

$3,642,777 

Prop  C 

Materials  and  local  materials  - Sales/Use  Tax 

$135,866 

$371,238 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$16,983 

$46,405 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$13,587 

$37,124 

subtotal  State  Taxes 

$1,499,617 

$4,097,544 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$527,159 

$1,440,405 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$2,026,775 

$5,537,949 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  14  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  14 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 
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122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 
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$100 
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$100 
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$100 
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$100 
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2022 

$76,000,000 
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$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 
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Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $660,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 


James  C.  Kirkpatrick 
St  ail  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  4,  2016 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  38  (2016-203) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  31,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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r: 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  votmjg  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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I,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

— 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of. 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


1Gi-<3CB 


Be  it  enacted  by  the  people  of  the  Mate  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900  and  386.1000  are  enacted 
to  read  as  follows: 

386 .860.  Clean  energy  resources  a nd  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  ot  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clea n energy . energy  price  stabi I ity  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  [ municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter!; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierlother  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  il  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  Irom  the 
customer-generator  over  the  course  ot  up  to  twelve  billing  cycles.  Any  subsequent  metei  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  (For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  ol 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlothcr  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier’s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (I)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  | the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  tor  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering,  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  ii  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28,  2007,  shall  be  invalid  and  void. 

10.  | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility  | shall[, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .|  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

|12.|  1L-  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.  | 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | 13_,  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.  | 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 1 6.  | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386,900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  t his  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

(d)  Eh otovoltaic  cells  a nd  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(0  Other  sources  of  energy  that  become  available  after  January  1 . 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CMP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  control |edj>y  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(el  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

CO  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety ; Code^the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  theJFM^l&lgr^y  Regulatory. 
Commission,  and  any  local  governing  authorities;  and 

(o)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow;  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer; 
generator  is  interrupted; 

(5)  "De part ment",  t he  de pa rtment  of  econom ic  development ; 

(6)  “M i c ro  CH P",  combi ned  heat  and  power  or  cogeneration  systems  that  simultaneou si y 
generate  electricity  and  thermal  energy  in  a single  integrated  system  wiihjyimneplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  jn  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplierjo 
the  customer-generator  over  a single  b ill ing  period; 

[8j  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplierjtnd  thg_electrical 
energy  supplied  bv  the  customer- generator  to  the  retail  electricjttipplicrovertheaitplicable 

billing  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  i n this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  c ustomer- 
generator  any  additional  standby,  capacity,  in t_e rconnection,  or  other  fee  or  charge  t hat  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  d isclosure  bei ng  at  the  discretion  of  t he  suppl ier, 

4.  A customer- generator's  facility  shal I be  equ i pped  with  sufficient  metering  equ i pment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existi ng  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribu t i on  equipment.  If  the  commission  or  govern ing  body  determines  the  customer-generator 
is  the  only  customer  benefit  ing,  such  customer-generator  shall  rci  mburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  bi  I ling  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  duri ng  the  billing  period  i n accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  prod  need  and  consumed,  or  by  employing  multiple 
meters  th a t separately  meas u re  the  customer-generator's  consu m ption  and  produeti on  of 
electricity. 
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(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  du r[ ng  a billing  period,  the  customer-generator  shall  be  bi lied  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-inonth  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  bi  II  i ng  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  wit h the  su pplie r ; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  ( H Each  qualified  electric  energy  generation  unit  used  bv  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  anyjocaj 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Codg,  thejnstitute 
of  Electri cal  an d Electron i cs JEn gi neers.  and  Un derwriters  Laboratories  for  distributed 
generation . No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this_section  imless_th_e 
fee,  charge,  or  other  req  u ire  men  t would  apply  to  similarly  situa  ted  customers  w ho  a i e n ot 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  featuie  located 
in  immediate  proximity  to  the  customer- generator's  meteri ng  equi  pmentjhat  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  thejitility  s eleetiic 
distribution  system: 

(2)  For  systems  often  kilowatts. or  1^  a customer-generator  whose  systenuneetsthe  standard_s_ 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be.  required  to  install,  additional 
r-nn2mk_pgrfnrm  or  pay  for  additional  tests  or  distribution  equipment,  rngpurej)^ 

liability  insurance  beyond  what  is  required  under  subdivision  (I)  ol  this  subsection  and 
subsection  4 of  this  section: 

(3)  For  customer-generator  systems  of  greater  than  ten  kjjcnyalts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities^shalL  byjgjje: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  andrequirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls., 
perform  or  pay  for  additional  tests  or  distribution  equipmenL  orjnirehase^dd 

insurance. 

7-  (1)  Applications  by  a customer-generator  for  jntereonnectign  ol  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivisioiL(4)  ol  subsection  2 of  this  section  to  the 
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distribution  system  shall  be  accompanied  bv  the  plan  for  the  customer-generator's  electrical, 
generating  system , including  but  not  I imited  to  a wiri ng  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  davs  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  daysofjgceipl 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the_sujgi?l ic r's 
system,  the  customer-generator  will  fumish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is_ap_p roved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval , the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  nevy 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  i nformation  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators:  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1,2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536,010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and , if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  a nd  annul  a rule  a re  s u bseq  uently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 . 2017.  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1,2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 

i nterconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  intercon nection  thereof,  the  reta il  electric  supp I i e r 
shall  have  no  liability  absent  clear  and  convincing  ev i d ence  of  fault  on  the  part  of  the  supplier . 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  con nt  towards  the  respective  retail  electric  supplier's  accomplish ment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  Th  esa  le  of  q ua  I i fied  electric  generation  units  to  a ny  customer-ge  n erator  shall  be  s ubiect  to 
the  provi  s ions  of  sections  407.700  to  407.720.  The  at  to  mey  gene  ral  sh  all  have  the  an  t hority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  bel ieves  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general . who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  section  bv  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met.  For  a 
customer  who  violates  this  provision , a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer's  electric  service, 


16.  fhe  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  anv  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a custo  m er- gen  erator. 

17.  The  seller,  installer,  or  manufacturer  of  anv  electric  generation  unit  whojyngyyjngly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  djimages 
to  pro p e rtv  or  person  ca used  by  the  e lectri c generation  unit  of  a cu stom er-generator. 

386.1000.  I . For  all  tax  years  beginni ng  on  or  after  January  1 , 201 6,  any  taxpayers ncurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  cred i t , referred  to  as  a “clean  energy  tax  credit",  against  the  state  tax  liabilityj ncurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  143.191  to  143.265,  in  an  amount  equal  to  thirtv-five  percent  of  the  total  cost  and 
expenses  of  the  project.  “Clean  energy  resource  project”  shall  be  dell ned  as  a project  produci ng 
electrical  energy  from  a clean  energy  resource  as  defined  in  section  386.900  or  othejrteehnology 
eligible  for  net  metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  Jo 
taxation  of  income  under  chapter  143.  The  costs  and  expenses  incJtjdecLiiLthe_gost  b?isls_e]igi ble 
for  the  clean  energy  tax  credit  shall  include,  but  not  be  I imited  to,  expenses  necessary  ! orjhe 
prod uction  of  a clean  energy  resource  project  that  is  tangible  personiiLpropgrty » or  other  tangible 
prope rty  i I such  property  is  used  as  a n i ntegral  part  of  the  clean  energy  resoince  projgct 
installation,  and  shall  include  costs  and  expenses  ttllowable  vvjth  respect  to  deprcciation  or 
amortization  in  lieu  of  depreciation.  T he  maximum  cost  basis,  for  the_purpose_ot  calculating  the 
state  tax  credit,  shall  not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar 
photovol t a i c projects  ai i d an  equivalen t amount  for  ot h er  clean  en e rgy 
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resource  projects  measured  in  alternating  current.  If  the  total  project  costs  exceed  three  dollars 
per  watt,  the  basis  eligible  for  the  state  tax  credit  shall  nonetheless  be  limited  to  three  dollars  per 
watt. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annually  shall 
not  exceed  fifty  million  dollars  in  the  aggregate  per  Fiscal  year.  The  aggregate  amount  of  the 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  bv  the  U.S. 
Department  of  Labor,  or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits 
offered  in  any  fiscal  year,  other  than  2017.  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  cap  for  the  following  fiscal  year  shall  be  increased  bv  that  amount.  The 
carryover  of  anv  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used,  however  in 
no  fiscal  year  shall  the  total  offered  be  greater  than  seventy  million  dollars.  The  provisions  of 
this  section  notwithstanding,  a claimant  mav  apply  for  and  receive  the  credit  authorized  bv  this 
section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating  current,  per 
project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean  energy 
resource  project  that  receives  a state  tax  credit  under  this  section  or  be  permitted  to  claim, 
transfer,  or  assign  anv  tax  credit  under  this  section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Anv  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  anv  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  bv  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  anv  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administ ration  of  the  c lea n energy  tax  cred i t program  created  under  this  section. 

5.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped , shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayerjyr  the  project  is  not_co_mp leted 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a relund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  CleajLEnergy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initiaUpproyaLgndfinal 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

6.  Eac h a p plicat i on  for  initial  a p prov al  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership_shajj  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property^  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department ^Proof  of  .site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an Jnterest, 

(2)  Design  pi  a ns  for  the  clea  n e ne  rgy  resource  p reject,  including  one-line  diagrams.sta.  m ped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the. .tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  com p letion  date; 

(4)  The  application  deposit  required  under  subsection  5 of  this  section.,. to.  be  deposited  in  the 
Clean  Energy  Fund;  and 
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(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

7.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shal I notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intendin';  to  disapprove,  and  to  remove  such  application  from  .the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  wh ich  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

8.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  appl ications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  duri ng  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

10.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  econom ijc  development,  to  be  credited  to  the  Clea n Energy  Fund , 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
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notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  subm i t a new  application  for  the  project. 

1 1 . For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  3 
within  calendar  year  2016  slial  1 be  deemed  eligible  for  the  tax  credit  u nder  this  section. 

12.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shal I i nclude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  coni  inning  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  lor  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount_of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placedjn  service,,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits:  shall, perfect  such  transfer  by  notifying  the_department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic^evelopment  cicdits 
for  purposes  of  section  148.064. 

14.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in_the_ygar 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible_costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuancg_ofjui_amount ofta^credits  jn 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  8 orj) 
of  this  section,  such  taxpayer  may  not  apply  tojhejjepartinent  for  issuancg  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  thejiniount  allocated  jn  the  initial  application 
approval  letter  received  front  the  department  of  economic  development.! 

mite  department  shall  promulgate  rules  necessary  to  administerthe  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,_that  is  created 
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under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chanter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-203) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $723,522  for  fiscal  year  2017,  $792,438  for  fiscal  year  2018,  and  $800,141 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $355,548  for  fiscal  year  2018,  and  $355,548  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate  issues 
from  a formal  state  policy  and  planning  perspective  consistent  with  its  interests  in  clean, 
affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC 
related  to  energy  efficiency  and  renewable  energy.  As  such,  DE  assumes  it  would  be 
involved  in  the  implementation  of  this  provision  that  modifies  the  existing  net  metering 
and  interconnection  requirements  for  regulated  electric  utilities.  It  is  assumed  there  would 
be  a rulemaking  docket  to  set  the  process  and  details  associated  with  this  proposal. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and 
review  of  other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule 
language,  collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it 
would  monitor  and  participate  in  tariff  and  other  related  cases  where  enhanced  net 
metering  provisions  are  considered. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 


information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.1000  - Clean  Energy  Tax  Credit 

The  proposal  provides  for  the  total  amount  of  tax  credits  of  up  to  $50  million  in  the 
aggregate  per  fiscal  year.  This  amount  would  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor, 
or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits  offered  in  any  fiscal 
year,  other  than  2017,  is  less  than  the  annual  statutory  cap,  the  cap  for  the  following  fiscal 
year  would  be  increased  by  that  amount  with  the  carryover  of  any  unused  clean  energy 
tax  credit  authority  extending  until  it  is  used,  with  a maximum  in  any  fiscal  year  of  $70 
million.  For  purposes  of  this  fiscal  note,  it  is  assumed  there  would  be  a decrease  in 
general  revenues  of  $50  million  per  fiscal  year.  The  tax  credits  would  have  unknown 
economic  benefits  from  the  construction  and  installation  of  solar  energy  systems. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 
hours  each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do 
the  review  and  issuance  of  a certification  after  a project  is  completed  for  residential 
projects.  Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For 
larger  commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two 
steps.  See  response  above  for  detailed  tasks  required  by  the  proposal. 


18,872  hours  for  residential  applications 
4,336  hours  for  commercial  applications 
23,208  hours  total 

DE  assumes  it  will  need  a total  of  1 1 FTE  to  implement  the  clean  energy  tax  credit 
provision  of  this  proposal  as  follows: 

6 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

1 - Energy  Engineer  III 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II/III  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718  residential 
project  applications  (at  an  average  size  of  6.1  kilowatts  (kW))  and  271  commercial 
project  applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $287,798.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $67,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $355,548  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 

DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  aggregate 
amount  of  tax  credits  cannot  exceed  $50  million  per  fiscal  year,  which  will  be  increased 
or  decreased  each  year  by  the  Consumer  Price  Index. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 


Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Authorizes  the  use  of  net-metering,  with  certain  limits  to  facilitate  the  use  of 
customer-sited  or  controlled  clean  energy  resources. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  $50  million,  with 
any  unused  portion  added  to  the  next  year's  cap.  In  addition,  the  cap  can  be  adjusted 
based  on  the  Consumer  Price  Index.  The  tax  credit  has  a 3-year  carry-back  and  a 10- 
year  carry-forward  provision  and  is  transferable.  This  will  result  in  a total  state 
revenue  reduction  up  to  $50  million  or  the  adjusted  cap  amount.  This  would  also 
impact  the  calculation  under  Article  X,  Section  18(e),  of  the  Missouri  Constitution. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 
gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  does 
not  have  the  data  necessary  to  estimate  the  fiscal  impact  of  this  provision. 


• Allows  retain  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility's 
rate  structure.  To  the  extent  any  such  costs  are  recovered,  this  could  impact  total  state 
revenue.  OA  does  not  have  the  data  necessary  to  estimate  the  fiscal  impact  of  this 
provision. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  term  be  defined. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 


Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1.  Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues: 

Service  Study: 

Attorney,  PSC  Experience 
Billing  Modification: 

TOTAL 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 

They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 

“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  (fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  ” 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 
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Proposed  Statement  of  Fiscal  Impact 
for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  38 

Sec,  of  State  # 203 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $21  to  $60  million  depending  upon 
the  speed  of  up  to  $200  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1.1  to  $3.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($22,196,429)  to 
($62,150,000) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($21,407,279)  to 
($59,940,558) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,108,571  to 
$3,104,000 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,108,571  to 
$3,104,000 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9 

Table 

9 

Tax  credit 

$0 

($25,000,000) 

($70,000,000) 

Income 

12- 

14 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$2,803,571 

$7,850,000 

Various 

14- 

16 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($22,196,429) 

($62,150,000) 

5-11 

Table 

11 

Clean  Energy  Fund 

$0 

$117,721 

$329,442 

Application 

deposit 

12- 

14 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$285,714 

$800,000 

Sales  tax 

14- 

16 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$285,714 

$800,000 

12- 

14 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$35,714 

$100,000 

Sales  tax 

14- 

16 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$35,714 

$100,000 

12- 

14 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$28,571 

$80,000 

Sales  tax 

14- 

16 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$28,571 

$80,000 

subtotal  Other  State  Funds 

$0 

$789,150 

$2,209,442 

subtotal  all  state  funds 

$0 

($21 ,407,279) 

($59,940,558) 

12- 

14 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,108,571 

$3,104,000 

Sales  tax 

14- 

16 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,108,571 

$3,104,000 

Grand  Total  State  and  Local 

$0 

($20,298,708) 

($56,836,558) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits 
shall  be  $50  million  at  the  beginning  of  the  program.  The  proposal  also  provides  that  the  tax  credit  cap 
shall  be  increased  or  decreased  each  year  by  the  percentage  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency. 

Table  2 shows  the  CPI  values  reported  for  December  from  2000  to  2014.  The  annual  average  growth 
over  the  period  was  2.1 6%.  Recent  CPI  increases  have  been  lower  than  the  early  part  of  the  series  due 
to  the  most  recent  recession  and  concerted  action  by  the  Federal  Reserve  to  keep  interest  rates  low.  The 
Federal  Reserve  is  expected  to  raise  interest  rates  in  the  near  future.  This  is  likely  to  raise  CPI  inflation. 
To  ensure  a better  prediction  of  future  anticipated  CPI  the  longer  time  period  is  used  to  determine  the 
average  annual  increase. 


Table  2 

Consumer  Price  Index  (CPI-U)  History 
December  Reported 


Year 

CPI  value 

Increase 

% 

increase 

2000 

174.000 

2001 

176.700 

2.700 

1 .6% 

2002 

180.900 

4.200 

2.4% 

2003 

184.300 

3.400 

1 .9% 

2004 

190.300 

6.000 

3.3% 

2005 

196.800 

6.500 

3.4% 

2006 

201.800 

5.000 

2.5% 

2007 

210.036 

8.236 

4.1% 

2008 

210.228 

0.192 

0.1% 

2009 

215.949 

5.721 

2.7% 

2010 

219.179 

3.230 

1 .5% 

2011 

225.672 

6.493 

3.0% 

2012 

229.601 

3.929 

1 .7% 

2013 

233.049 

3.448 

1 .5% 

2014 

234.812 

1.763 

0.8% 

Avg.  annual  increase 

2.16% 

Table  3 uses  the  average  annual  growth  rate  for  2000  to  2014  to  project  the  tax  credit  cap  into  the  future. 
The  election  date  of  November  201 6 on  the  proposal  is  in  the  State's  FY  201 7.  Therefore,  FY  201 7 is  the 
base  year  for  the  $50  million  clean  energy  tax  credit  cap.  The  clean  energy  tax  credits  cap  is  estimated 
at  $50  million  for  FY  201 7,  $51 .1  million  for  FY  201 8 and  $52.2  million  for  FY  201 9. 


Table  3 

Clean  Energy  Tax  Credit  Estimate  of  Cap 


Fiscal  Year 

Clean  Energy  Tax  Credit  Cap 

FY  2017 

$50,000,000 

FY  2018 

$51,082,005 

FY  2019 

$52,187,425 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  201 6 taxes  would  be  due  on  April  15,  201 7 which  is  in  FY  201 7. 
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The  provisions  of  the  act  will  go  into  effect  in  December  2016.  Paragraph  1 1 of  the  proposed  section 
386.1000  states  that  any  taxpayer  verified  by  the  Department  of  Economic  Development  to  have 
commenced  a clean  energy  resource  project  in  calendar  year  201 6 and  otherwise  complied  with  the 
provisions  shall  be  deemed  eligible  for  the  tax  credit.  This  allows  for  the  Department  of  Economic 
Development  to  include  projects  in  201 6 before  its  processes  are  in  place.  Paragraph  1 5 of  the  proposed 
section  386.1 000  provides  that  the  Department  of  Economic  Development  shall  issue  rules  necessary  to 
administer  the  act.  In  addition,  paragraph  8 gives  the  Department  of  Economic  Development  45  days  to 
notify  an  applicant  of  approval  after  the  application  is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  FY  201 7 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  2017.  Tax  credits  issued  between  April  15  and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  project  with  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through 
amended  returns  or  through  CY  2017  taxes  paid  in  FY  2018. 

Paragraph  3 of  the  proposed  section  386.1000  provides  for  the  carryover  of  any  unused  clean  energy  tax 
credit  authority  until  it  is  used.  If  the  Department  of  Economic  Development  is  slow  to  issue  clean  energy 
tax  credits  in  FY  2017  at  the  beginning  of  the  program  then  the  unused  authority  of  the  cap  carries  over  to 
FY  2018.  Table  4 shows  what  the  FY  2018  clean  energy  tax  credit  cap  would  be  if  all  of  the  FY  2017  tax 
credit  authority  provided  carries  over  - $1 01 .1  million.  This  does  not  mean  that  the  State's  general 
revenue  fund  collections  would  be  affected  by  $1 01 .1  million.  Paragraph  3 also  limits  the  department  to  a 
total  offer  of  no  more  than  $70  million  in  tax  credits.  Clean  energy  construction  of  $200  million  would  be 
necessary  to  qualify  for  the  entire  $70  million  in  tax  credits  that  are  allowed. 


Table  4 

FY  2018  Tax  Credit  Cap  with  FY  2017 
Possible  Carryover 


Fiscal  Year 

FY  201 8 

Original  cap 

$51,082,005 

Carry  over  from  previous  year 

$50,000,000 

Total 

$101,082,005 

Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  5).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 
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All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  2 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.1  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.2  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.3  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.4 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  CY 
201 6 solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November 
2016.  Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first 
affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State 
Auditor's  Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
2 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.5  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  5 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  5 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  5 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.6  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
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average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  6 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  6 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  6 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  7 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  2015  Q1  price  is  $2.488/watt. 


Table  7 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  8 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  8 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 
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Table  8 

Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• estimates  of  $50  million  in  FY  201 7 and  $51 .1  million  in  FY  201 8 clean  energy  tax  credits  in 
accordance  with  paragraph  2 of  the  proposed  section  386.1 000.  The  FY  201 8 clean  energy  tax 
credit  limit  may  be  higher  depending  on  any  unused  authority  that  is  carried  over  from  FY  201 7. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $18,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.7 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3. 8 

• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.9 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.10 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.11 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.12 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 
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In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.13  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 14  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

Table  9 shows  two  possible  alternatives  estimating  the  effect  on  FY  2018. 

• Construction  leading  to  use  of  half  the  available  FY  2017  tax  credits  ($25  million)  - These  tax 
credits  would  cover  any  CY  201 6 clean  energy  construction  allowed  under  paragraph  1 1 of  the 
proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax  credits  that 
the  Department  of  Economic  Development  could  process  by  the  end  of  CY  201 7 in  order  to  affect 
FY  201 8 state  tax  collections.  It  is  assumed  that  the  Department  of  Economic  Development 
would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  201 7 after  its  processes  are  in 
place.  Table  10  shows  that  total  of  $71 .4  million  in  construction  would  be  required  to  generate 
$25  million  in  tax  credits.  Residential  construction  of  $28.6  million  (assuming  40%  of 
construction)  would  result  in  $1 0.0  million  in  tax  credits.  Commercial  construction  of  $42.9  million 
(assuming  60%  share  of  construction)  would  result  in  $1 5.0  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  FY  2017  tax  credits  and  the  amount  necessary  of 
the  FY  2018  tax  credits  to  meet  the  maximum  cap  allowed  to  the  department  ($70.0  million)  - 
These  tax  credits  would  cover  any  CY  2016  clean  energy  construction  allowed  under  paragraph 

1 1 of  the  proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax 
credits  that  the  Department  of  Economic  Development  could  process  by  the  end  of  CY  201 7 in 
order  to  affect  FY  2018  state  tax  collections.  It  is  assumed  that  even  the  Department  of 
Economic  Development  would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  201 7 
after  its  processes  are  in  place  that  the  department  would  be  able  to  authorize  all  of  the  FY  2017 
credits  and  half  the  FY  2018  credits.  Table  10  shows  that  a total  of  $200  million  in 
construction  would  be  required  to  generate  $70  million  in  tax  credits.  Residential 
construction  of  $80  million  (assuming  40%  of  construction)  would  result  in  $28  million  in  tax 
credits.  Commercial  construction  of  $1 20  million  (assuming  60%  share  of  construction)  would 
result  in  $42  million  in  tax  credits. 


Table  9 

FY  2018  Tax  Credit  Effect  - Possible  Range 


Fiscal  Year 

Low  ranae 

Hiaher  ranae 

FY  201 7 credits 

$25,000,000 

$50,000,000 

FY  201 8 credits 

$0 

$20,000,000 

Total 

$25,000,000 

$70,000,000 
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Table  10  Number  of  Projects  - Low  Range  v Higher  Range 


Low  Range 

Higher  Range 

Tax  credits  estimate 

$25,000,000 

$70,000,000 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$71,428,571 

$200,000,000 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$10,000,000 

$28,000,000 

Commercial 

$15,000,000 

$42,000,000 

Total  amount  by  type 

$25,000,000 

$70,000,000 

Construction  value  bv  tvoe  of  construction 

Residential 

$28,571,428 

$80,000,000 

Commercial 

$42,857,143 

$120,000,000 

Total  amount  by  type 

$71,428,571 

$200,000,000 

Cost  of  solar  Droiects  Der  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

1,561 

4,372 

Commercial 

90 

251 

Total  amount  by  type 

1,651 

4,623 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  Table  10  shows  a total  of  1 ,651  projects  would  be 
constructed  at  the  low  range  of  the  tax  credits  (1 ,561  residential,  90  commercial).  A total  of  4,623 
projects  would  be  constructed  at  the  higher  range  of  the  tax  credits  (4,372  residential,  251  commercial). 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.15 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.16  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.17 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 18 

• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.19 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."20 
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Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.6 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.5  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $117,721  or  $329,442. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for  applications  FY 
2018 

# of  projects 

Residential 

1,561 

4,372 

Commercial 

90 

251 

Total  amount  by  type 

1,651 

4,623 

Application  deposit 
reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit 
revenue 

Residential 

$190,442 

$533,384 

Commercial 

$360,000 

$1,004,000 

Total  amount  by  type 

$550,442 

$1,537,384 

Application  revenue  ke 

ot  per  proiect  for  Department  Operations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$95,221 

$266,692 

Commercial 

$22,500 

$62,750 

Total  amount  by  type 

$117,721 

$329,442 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  27.5  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  2.8%  of 
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the  1 ,000  MW  goal.  A total  of  83.0  MW  would  be  added  in  solar  capacity  as  a result  of  projects 
equivalent  to  all  the  available  tax  credits  which  would  be  7.7%  of  the  1 ,000  MW  goal. 


Table  12 

Amount  of  Solar  Capacity  Added 


Capacity  added  for 
half  of  tax  credits  for 
applications  FY  201 8 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

1,561.0 

4,372.0 

Commercial 

90.0 

251.0 

Total  amount  by  type 

1,651.0 

4,623.0 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

9,522.1 

26,669.2 

Commercial  (200  kW/project) 

18,000.0 

50,200.0 

Total  amount  by  type 

27,522.1 

76,869.2 

MW  aenerated  bv  construction 

Residential 

9.5 

26.7 

Commercial 

18.0 

50.2 

Total  amount  by  type 

27.5 

76.9 

% of  1 ,000  MW  goal  achieved 

2.8% 

7.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  1 0%.  It  is  assumed  that  1 5%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $2.8  million  to  $7.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.4  million  to  $1 .0  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .1  million  to  $3.1  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Low  Range 

Higher  Range 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$71,428,571 

$200,000,000 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvDe 

Labor 

$25,000,000 

$70,000,000 

Materials  and  local  materials 

$28,571,428 

$80,000,000 

Profit 

$7,142,857 

$20,000,000 

subtotal  by  taxable  type 

$60,714,285 

$170,000,000 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,500,000 

$4,200,000 

Materials  and  local  materials  - Sales/Use  Tax 

$857,143 

$2,400,000 

Profit  - General  Revenue  Corporate  Tax 

$446,429 

$1,250,000 

subtotal  GR 

$2,803,571 

$7,850,000 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$285,714 

$800,000 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$35,714 

$100,000 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$28,571 

$80,000 

subtotal  State  Taxes 

$3,153,571 

$8,830,000 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,108,571 

$3,104,000 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$4,262,143 

$11,934,000 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  1 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.22 

Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 

The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 

Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 

Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  15  shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 

The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1 000.  In  Table  1 2 above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 2.8%  low  range  and  7.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  14.1  MW  of  added  community  solar  capacity  would  be  created  which  would  require  71  projects  of 
200  kW.  At  the  higher  range  38.8  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  1 94  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $34.0  million  in 
construction  spending.  The  higher  range  results  in  $92.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

2.8% 

7.7% 

Added  capacity  - MW 

14.13 

38.85 

Added  capacity  - kW 

14,126.56 

38,848.04 

# projects  at  commercial  200  kW  per  project 

71 

194 

Construction  cost  - commercial  project  per  200  Kw 
project 

$478,400 

$478,400 

Construction  value 

$33,966,400 

$92,809,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $1 .3  million  to  $3.6  million  in  FY  201 8.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.5  million  to  $1 .4  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 

State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Projects 


Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$33,966,400 

$92,809,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$11,888,240 

$32,483,360 

Materials  and  local  materials 

$13,586,560 

$37,123,840 

Profit 

$3,396,640 

$9,280,960 

subtotal  by  taxable  type 

$28,871,440 

$78,888,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$713,294 

$1,949,002 

Materials  and  local  materials  - Sales/Use  Tax 

$407,597 

$1,113,715 

Profit  - General  Revenue  Corporate  Tax 

$212,290 

$580,060 

subtotal  GR 

$1,333,181 

$3,642,777 

Prop  C 

Materials  and  local  materials  - Sales/Use  Tax 

$135,866 

$371,238 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$16,983 

$46,405 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$13,587 

$37,124 

subtotal  State  Taxes 

$1,499,617 

$4,097,544 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$527,159 

$1,440,405 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$2,026,775 

$5,537,949 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  14  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  14 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
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Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


kWh /m  2/d  ay 
>9.0 

8.5 - 9.0 

8.0 - 8.5 

7.5 - 8.0 

7.0 - 7.5 

6.5 - 7.0 

6.0 - 6.5 

5.5 - 6.0 

5.0 - 5.5 

4.5 - 5.0 

4.0 - 4.5 

3.5 - 4.0 

3.0 - 3.5 

2.5 - 3.0 

2.0 - 2.5 
<2.0 


10 


1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  202,  204,  and  206-210 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

122.68 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$76,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

223,854 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $50  million  annually  until  June  30,  2022 
with  approximately  $640,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 


Jason  Kander 


James  C.  Kirkpatrick 
S tate  Information  Center 
(573)751-4936 


Secretary  or  S tate 
State  oe  Missouri 


Elections  division 
(573)751-2301 


January  4,  20 1 6 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  37  (2016-202) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  Hied  by  Andy  Zellers  on  December  3 1 , 201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  * business  Services  • Elections  • publications  • Securities  • State  Archives  • State  library  • wolfnf.r  library 


rr- 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  votjsj  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

1,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  ' County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


ex,. 

\ 

\ 

ITl  — ' 

CJ1 

CD 

m 

CD 

m 

o h 

CO 

o 

^ 

“ — * 

; n 

■n  v 

CO  V V 

ZS®* 

rn 

«-  , 

CO 

LI5 

m i- 

• * 

xr- 

co 

(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900,  386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distri buted  electric  generation  proy i de  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  asjhc. “Cjean  Energy 
Ind e pendence  an d Investmen t Act  of  20 J. 6”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer- generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or | rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or  | the  governing  body  for  the  supplierlother  electric  uti I ities  | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  tor 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  lor  by  the  retail  electiic  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  lor 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( 1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (I)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) ol  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s [Suppliers  shall  submit  | the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  lor  the  previous  calendar  year. 

( 1 ) 'fhe  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.  | The  governing  body  of  a supplier  [rural  electric  cooperative  or  municipal  utility  1 shall!, 
within  nine  months  of  January  1 , 2008,1  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

111.1  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | J_L  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier’s 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.  | 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. |  I3r  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.1  14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | FT  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  l.This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity , as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(cQ  Photovoltaic  cells  and  panels; 

(e)  Fuel  cel  Is  using  hydrogen  p roduc  ed  by  a source  listed  in  paragra  p 1 1 s_(a) t hrough  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Com  miss  ion",  the  publ  ic  service  commissio  n of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  o w n e r , lessee  or  ope rator  of  a q uali fied  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  Cl  IP; 

(b)  Has  an  elec trical  generating  system  w i th  a ca pac i ty_  of  not  mo r e than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier 

(e)  Is  intended  pri manly  to  offset  part  or  all  of  the  customer-generator's  own  electrical_en_eigy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  ElectricaLSjdety_Cpde,  the_ln_stitiite_of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mecha nism  t hat  automatically  d i sables  t he  unit  a nd  interru pts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interru pted; 

(5)  "Department",  the  department  ofjyconomic  development; 

(6)  “Micro  CMP",  combined  heat  and  powerorcogenerationsystemsthatsim^ 

generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternati ngj^urre n t, 

(7)  “Net  excess  energy”,  the  amount  of  energy  ex presse din  ki  1 owatt  hours  del i veredbya 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  usi ng  meteri ng  equ i pment  sufficient  to  measure  the  dilterence  betwegn  the 
electrical  energy  supplied  to  a customer-generatcir  by,a_retaiUlectric  suppJi_eLand  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retai I electric  suppj ier  ove_r_the  applicable 
billing  period; 
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(QjJ'Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

QJ  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  t he  customer-generator  a ta ri IT  or  con t rac 1 1 h at  is  identical  in  el ectrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer- generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycl es. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  elec t ric  su pplie r s ha II  measure  the  net  electrical  energy 
produced  or  consumed  during  the  bill ing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


\G-££{ 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  duri ng  a bi Ming  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  suppli er  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 


(3)  If  the  electrici tv  generated  by  the  customer-generator  exceeds  the  electri c :ity  su p pi i ed  by  t he 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  tor  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  anv  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(51  For  anv  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  thecredit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator. sjiajl  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards_established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Elect ri ca  1 a nd  Electron] cs  Engineers,  and  U nderwriters  Laboratories  for  distri bu ted 
gene ra tion^No  s u p pi  i e r_s  ha II  iin poseji  ny_ fee . charge,  or  other  rcquircmenf.npt  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsecUon_9o( Jhijgjjeetjpn  unless  the 
fee,  charge,  or  other  requfremcntyypuld  apply  to  similarly  situated  customers  who  are  not 
customer- generators,  except  that  a retail  electric  supplier_njay_require  that  a customei -gencratoi  s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proxiinityjo_the_custgmer-generator's  metering  equipment  that  vvou Id  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  k i lowatts  or  less,  a customer-generator  \yhpse_system  meets  the  standards 
and  rules  under  subdivision  m of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equjpnientxQL purchase  additional 
liability  ins urance  beyon d what  is  required  under  subdivision! I ) of  thj s_subsec t ion  an d 
subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  foLpubljc 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule: 


(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements,.and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls^ 
perform  or  pay  for  additional  tests  or  distribution  equipmenLor  purchase  add 1 1 lonaj  liability 
insurance. 


7.  ( j ) Applications  by  a customer-generator  for  interconnection  of  a qualified,  elect  ri  ce  n e rgy 
generation  unit  meeting  the  requirements  of  subdivision  (41ofj>ubsgctjQiL2y^ 


8 


\(d 

distribution  system  shal  1 be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  I imited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier’s 
system,  the  customer-generator  will  f urnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shal  I be  responsi  blc  for  fi  I \ ng  a new  application.  Retail  electric  suppliers 
shall  interconnect  q ualified  energy  «c nerat i on  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shal  I submit  an  an  nual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shal  I submit  the  same  report  to  their  respecti  ve  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities: 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536,010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and , if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  gra n t of  rulemaking  aut liori ty  and  any  rul e proposed  or  adopted  after  June  1,2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1,2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  j nformat ion  by  sellers  of  q uali fied  elec t r i c generation  uni ts.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  un it 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  section  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase_and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit_of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  uniLwho,knowiiigly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  pe rson  ca used  by  the  electric  generation  u n i t of  a customer-generator. 

386.910.  I .This  section  shall  he  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section , the  commission  _shaHopen  a docket  and  by 
August  1 . 2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customersjo 
participate  in  community  solar  facilities  and  set  jy  value-of-community^olarratejis  described  in 
subsection  5 of  this  section.  For  purposes  ot  this  section,  aT^cojmjiunity^iar  tjtcjjjty — isjt 
photovoltaic  electric  generation  facility  with  a capacity  ol  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation^yhere  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section..: an  electrical  corporation_is_as 
defined  in  386.020. 

3,  The  aggregated  capacity  of  community  solar  facilitieA]o^tMilItllgJ^rilQ!XQ£-g^h 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  ot  the  e lectricaj 
corporation's  single-hour  peak  load  during  the  previous  cale iidar year,aiKfsuch  capacity  of 
community  solar  facilities  shall  not  count  towards  thcsystcm-w ide  net  metermg  cap  definedjn 
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subsection  3 of  section  386.900.  Electrical  corporations  shall  be  al lowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  sha  1 1 bea  I lowed  to  own  or  operate  comm  unity  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shal I consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000, 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bi II  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  sofar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  d esignated  subscri  bers  of  t he  com  munity  solar  facil  ity  at  the  d i recti  on  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
communitv-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bil I credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bi II.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  i n t he  curren  t value-of-commu  n i tv-sol  a r rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  i n section  386.020,  except  that  t his  provision  shal  I not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section . The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opport unit ies  for  elect rical  corpora t i ons;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section:  and  provide  options, 
which  may  in  cl  ude  financial  incentives,  to  cn  courage  low-income  participatio  n . 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  n on severa b I e a nd  if  any  of  the  powers  vested  with  the  general  assembl y 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effecti ve  date  of  this  section , shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginn i ng  on  or  after  Janu a ry  1. 2016.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  1 43 . 1 9 1 to  1 43.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not 
exceed  one  percent  of  the  val ue  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternatin';  current , of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  th^pubjjc,  andeach 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30a 2022jhe 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resnj^mg_prqjecflshalL be  defined  as  a project  producinjLelectrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
u nder  chapter  143.  The  costs  a nd  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  ofa 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  jodepreciation  or  amortization  ini  ieuof 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects jnd 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  airrent.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shajl 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Mis_souri”  means  the  annual 
aggregate  Missou ri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defi ned  in  3 86.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FFRC  Form  Nurnbei  1 as 
allowed  by  1 8 CFR JL 141 . or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retai I electric itv  a n d corresponding  revenues  for  the  preceding  year  or  most_.c u men t 
reporting  period  as  determined  bv  the  commission.  The  commission  shall  publish  the  value, of 
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electricity  used  in  Missouri  to  the  public  and  department  of  economic  dcvcIopmeiLtjy  ithjn.sLxty 
days  of  the  enactment  of  this  section  and  at  least  forty-live  days  prior  to  the  beginning  .pleach 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contri buttons,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Encrgy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  unde r this  section  sh all  be  kept  separate  from  the  general  revenue  f und  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  fora  purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneysj;hall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed , and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credi  ted  to  the  genera  I revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  recei veil 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  arc  not 
ti me-stamped.  shal I go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  appli cation  deposit,  which  shall  be  deposited  i n _th e Clean  Energy  Fun d.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  i i i l he  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  _Fu nd  if  the  ap plication  is  w i t hd raw n by  the  taxpayer  or  the  project  is  not  compl eted 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
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deposit;  however,  any  refunds  of  the  deposit  for  an  appl ication  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagram s_sta rnped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  i ncluded  in  the  cost  basis  eligjblelprJheJM 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be_de posited  in  thg 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  ot  economic  development  inay  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shal I notify  the  taxpayer  in  writing  of  the_decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opporlunjtyjiot  to  exceed  fifteen  days_of 
notification  of  intent  to  d isapprove.  to  correct  any  deficiencies  in  the  initial, application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application, yvhich  is  icmoved 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  ajiew^siibmission  tor 
purposes  of  the  priority  procedures  described  in  thi^section. 

10.  If  the  department  of  economic  development  deems  the  i ni t ial  j^ippli crjtfon  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  (or  an  amount  of  tax  credits  jn  accoi dance 
with  this  section  within  forty-five  days  of  the  date  the  departmejitj^ceivecf  the  initial  application. 

S uch  approvals  shall  be  granted  to  applications  in  the  orde r ot  priority  establish e d u n d e r 
subsection  7 of  this  section. 

I I . In  the  event  that  the  department  of  economic  d e v c 1 q p m e n t gra  n t s a p proya I for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  appjjcations 
for  initial  approval  then  awaiting  review  or  thereafter  subnnttM^QLaBProy*U_^l)all  be  notified _by_ 
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the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

1 2.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engi necr  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  I3y  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  tax  paver  shall  get  one  t h ree-mont  It  extension  to  complete  the  p roject  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  w ith subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

1 4.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  stives  final  approval,  the  department 
shal I inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  sh all  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section . 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liabi lity  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
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amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 


su bsection.The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  i nstitutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  1 48.064. 


16.  Except  as  expressly  provided  in  this  section,  tax  credit  certilicates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsectionsJOjpr 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credjtsjn  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
a pproval  1 etter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  admin ister  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  5 j6.0  1 0,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-202) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  January  04,  2016) 


Date 


January  25,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  the  Public  Service  Commission,  and  the 
Missouri  Joint  Municipal  Electric  Utility  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D.  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  Section  386.900.13,  RSMo,  of 
the  proposal  assigns  new  rulemaking  responsibility  to  their  office  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units,  as  well  as  new 
investigatory  and  litigation  duties.  They  assume  they  would  need  1/4  full-time  employee 
(FTE)  to  handle  the  complaints,  enforcement  and  the  rulemaking  responsibilities  assigned 
to  their  office,  resulting  in  increased  operating  expenses  of  $13,890  for  fiscal  year  2017, 
$16,810  for  fiscal  year  2018,  and  $16,952  for  fiscal  year  2019. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019.  These  costs  will  be  offset  by  additional  revenues  to  the  Clean  Energy 
Fund  of  $0  for  fiscal  year  2017,  $370,943  for  fiscal  year  2018,  and  $370,943  for  fiscal 
year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  participates  in  Public  Service  Commission  (PSC)  regulatory  cases  to  evaluate  issues 
from  a formal  state  policy  and  planning  perspective  consistent  with  its  interests  in  clean, 
affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC 
related  to  energy  efficiency  and  renewable  energy.  As  such,  DE  assumes  it  would  be 
involved  in  the  implementation  of  this  provision  that  modifies  the  existing  net  metering 
and  interconnection  requirements  for  regulated  electric  utilities.  It  is  assumed  there  would 
be  a rulemaking  docket  to  set  the  process  and  details  associated  with  this  proposal. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and 
review  of  other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule 
language,  collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it 
would  monitor  and  participate  in  tariff  and  other  related  cases  where  enhanced  net 
metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Similar  to  above,  DE  assumes  it  would  be  involved  in 


the  implementation  of  this  provision  by  participating  in  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal  and  by  monitoring  and  participating  in 
tariff  and  other  related  cases.  DE  assumes  this  provision  would  result  in  additional 
Missouri  Renewable  Energy  Standard  (RES)  certifications  that  would  need  to  be 
performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  of  electricity  generated  from  an  eligible  renewable  energy  resource.  The 
in-state  renewable  energy  generation  can  receive  a multiplier  of  1 .25  for  RES  compliance 
purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy  resources  before 


RECs  associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance. 
DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaics  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  in-state  community  solar 
facilities  will  request  DE  to  certify  their  renewable  energy  resources/projects  for  the 
purpose  of  generating  additional  revenue  from  REC  sales.  DE’s  review  primarily  focuses 
on  environmental  impacts  of  renewable  electric  generation  facilities  on  air,  water  or  land 
use.  The  actual  staff  time  spent  on  each  application  varies  from  one  project  to  another. 
Solar  photovoltaics  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits.  Staff  time  will  be  also  needed  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  related  to  RES  environmental  certifications  with 
staff  requested  to  implement  the  clean  energy  tax  credit  in  Section  386.1000,  RSMo  (see 
below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  each  year  up  to  the  cap  of  1%  of  the  annual 
statewide  Missouri  revenue  of  Missouri’s  retail  electric  suppliers,  the  decrease  in  the 
state’s  general  revenues  would  be  approximately  $76  million/year  from  the  effective  date 
through  June  30,  2022,  depending  on  the  schedule  of  implementation  and  applications 
submitted  and  approved.  If  the  tax  credits  cumulatively  result  in  installations  of  1,000 
megawatts  prior  to  June  30,  2022,  the  tax  credits  would  sunset.  Note  the  actual  tax  credit 
cap  would  be  based  on  revenues  as  determined  by  the  Public  Service  Commission 
pursuant  to  Section  386.1000.4,  RSMo,  of  this  proposal.  The  tax  credits  would  have 
unknown  economic  benefits  from  the  construction  and  installation  of  solar  energy 
systems. 

If  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  and  283  commercial  project  applications  submitted  for  tax  credit 
reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 hours 
each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do  the 


review  and  issuance  of  a certification  after  a project  is  completed  for  residential  projects. 
Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For  larger 
commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two  steps.  See 
response  above  for  detailed  tasks  required  by  the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  FTE  (including  a 
portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section  386.910,  RSMo, 
above)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

An  application  deposit  of  2 cents/watt  is  required  to  be  paid  to  DE  and  deposited  in  the 
Clean  Energy  Fund.  The  proposal  provides  that  DE  may  retain,  for  the  purposes  of 
administering  this  section,  up  to  half  of  each  application  deposit  to  administer  the 
provisions  of  this  proposal  but  would  not  exceed  one  hundred  dollars  for  residential 
taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Using  the  assumption 
above,  if  the  full  amount  of  tax  credits  were  used  each  year  and  with  consideration  to  the 
estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,933  residential 
project  applications  (at  an  average  size  of  6.1  kW)  and  283  commercial  project 
applications  (at  an  average  size  of  200  kW)  submitted  for  tax  credit  reviews.  The 
application  deposit  for  a residential  project  would  be  $122  and  DE  could  retain  50%  or 
$61  for  a total  of  $300,913.  The  application  deposit  for  a commercial  project  would  be 
$4,000  and  DE  could  retain  a maximum  of  $250/application  for  a total  of  $70,750. 

For  purposes  of  this  fiscal  note,  DE  assumes  there  could  be  up  to  $370,943  per  year 
available  from  the  Clean  Energy  Fund  to  administer  the  provisions  of  this  proposal.  As 
this  is  less  than  the  estimated  costs  to  implement  the  provisions  of  the  proposal,  DE 
assumes  the  shortfall  would  be  from  General  Revenue  funds.  It  is  also  assumed  that 
General  Revenue  funds  would  be  necessary  to  cover  all  DE’s  costs  in  FY  2017  until  such 
time  as  sufficient  application  deposits  are  received. 


DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  their  department  to  the  Missouri  Department  of 
Economic  Development,  by  Type  I transfer.  Therefore,  they  would  not  anticipate  a direct 
fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  (35%)  of  the  total  cost  of  the  project.  The  legislation  caps 
the  amount  of  tax  credits  at  not  more  than  one  percent  (1%)  of  the  value  of  the  electricity 
used  in  Missouri. 

Section  386.1000.15 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax 
credit  to  the  Department  of  Revenue  because  this  is  currently  the  department’s 
responsibility  based  on  a previously  issued  executive  order. 


Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal: 

• Allows  retail  electric  suppliers  to  recover  any  costs  incurred  in  this  act  in  that  utility’s 
rate  structure.  OA  defers  to  the  PSC  for  the  specific  impact. 

• Allows  participation  in  community  solar  facilities. 

• Enacts  a “Clean  Energy”  income  tax  credit  for  an  amount  equal  to  35%  of  the  total 
cost  of  the  clean  energy  project.  The  annual  cap  on  the  credits  is  1%  of  the  value  of 
electricity  used  in  Missouri  as  detennined  by  the  PSC.  This  could  result  in  a 
significant  total  state  revenue  reduction.  This  would  also  impact  the  calculation  under 
Article  X,  Section  18(e),  of  the  Missouri  Constitution.  OA  understands  that  the  DED 
and  the  PSC  may  have  the  data  to  estimate  the  impact,  therefore  OA  defers  to  DED 
and  the  PSC. 

• Establishes  the  Clean  Energy  Fund,  which  is  to  be  used  to  advance  clean  energy 
through  the  efficient  administration  of  the  Clean  Energy  Tax  Credit  Program.  This 
will  result  in  an  increase  to  total  state  revenue.  The  revenue  in  the  fund  will  come 
from  various  application  deposits,  but  could  also  come  from  appropriated  moneys, 


gifts,  contributions,  grants  or  bequests.  The  DED  will  administer  this  fund.  OA  defers 
to  the  DED  and  the  PSC  for  the  estimated  impact  of  the  application  deposits. 

This  proposal  will  have  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  because  their  city  does  not  own  any  utility 
except  for  wastewater,  there  would  be  no  fiscal  impact  should  this  petition  become  law. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.890  defines  "department"  as  the  department  of  natural  resources.  Since  other 
changes  are  being  made  to  this  section,  "department"  should  be  defined  as  the  department 
of  economic  development,  division  of  energy. 

Sections  386.890  and  386.900  both  use  the  terms  "Retail  electric  supplier"  or  "supplier", 
but  in  Section  386.890  a "retail  electric  supplier"  or  "supplier"  is  any  rural  electric 
cooperative  under  Chapter  394  that  provides  retail  electric  service  in  this  state  and  in 
Section  386.900  a "retail  electric  supplier"  or  "supplier"  is  any  municipal  utility  or 
electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric  service  in 
this  state.  Although  the  terms  are  in  different  statutes,  it  may  be  confusing  to  define  the 
same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different  terms  applicable  to  the 
respective  intent.  Further  since  Section  386.890  is  only  applicable  to  rural  electric 
cooperatives,  it  may  make  sense  to  move  the  entire  provision  to  Chapter  394. 

Sections  386.890  and  386.900  use  the  term  "wholesale  generator".  The  PSC  respectfully 
suggests  this  tenn  be  defined. 

Section  386.900  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and  Section 
386.910  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC  respectfully 
suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2)  references  "subsection  4 of  this  section".  This  appears  to  be  an 
inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12  says  the  estimated  generating  capacity  of  all  net  metering  systems 
shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio  deals 
with  "energy"  not  "capacity". 

Section  386.910.5  states  that  when  a community  solar  facility  is  placed  in  service,  it  shall 
have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of 
twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to  fund  the 


facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the  utility's  costs 
or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if  the  cost-of- 
solar  value  contemplates  an  earnings  opportunity  for  the  Commission-regulated  utility. 

Section  386.1000  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax  credit  is 
in  the  PSC  statute  and  not  in  a tax -related  statute. 

Officials  from  the  Missouri  Joint  Municipal  Electric  Utility  Commission  (MJMEUC) 
indicated: 

Missouri  Public  Utility  Alliance  (MJMEUC  is  part  of  the  alliance)  through  its  electric 
division  represents  65  of  the  86  cities  with  municipal  electric  utilities. 

After  careful  review  and  analysis,  they  believe  that  implementation  would  reduce 
municipal  electric  utility  revenues  somewhere  between  $17,000,000  and  $23,900,000 
annually  based  on: 

1 . Varying  changes  to  the  state’s  net  metering  law. 

2.  Greater  penetration  of  solar  panels  throughout  the  state  because  of  a state  funded  tax 
rebate  for  their  purchase  and  installation. 

Other  proposed  changes  would  increase  the  cost  of  city  operations  by  approximately 
$3,435,000. 

Several  of  these  proposals  modify  the  state’s  net  metering  law  to  require  cities  to  carry 
forward  to  subsequent  months  excess  customer  generation.  Current  software  is  not 
designed  to  provide  this  functionality  and  each  city  would  have  to  contract  with  their  own 
vendor  to  modify  their  billing  software.  In  addition  several  petition  versions  require  the 
PSC  to  approve  municipal  rate  increases  by  class  based  on  actual  expenses.  This  will 
necessitate  regular  cost  of  service  studies  and  for  cities  to  hire  attorneys  with  experience 
before  the  PSC  to  present  their  cases  for  rate  increases.  In  order  to  calculate  costs  they 
have  contacted  firms  in  both  disciplines  to  provide  estimated  costs  for  these  services. 

Total  estimated  costs  are  as  follows: 

Lost  Revenues: 

Service  Study: 

Attorney,  PSC  Experience 
Billing  Modification: 

TOTAL 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art  X Sec  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing”,  they  anticipate  that  the  costs  would  be  reflected  in  the  final  state 
cost  when  the  fiscal  note  is  completed.  They  have  no  idea  what  litigation  costs  might  be 
necessary. 


They  would  offer  the  following  for  potential  utilization  in  the  final  fiscal  note: 


“ reduce  revenues  for  municipal  electric  utilities  by  (fill  in  the  blank),  increase 

operational  costs  by  approximately  fill  in  the  blank)  and  create  unknown  litigation  costs 
at  both  the  state  and  local  level  over  Mo.  Const.  Art.  X Sec.  16.  " 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  37,  39,  41, 43,  and  45 

Sec,  of  State  # 202,  204,  206,  208,  210 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $32  to  $64  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($32,045,806)  to 
($64,028,436) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 

1 


SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

Two  additional  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  201 6 have  been 
submitted  for  review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 

CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  37 

N/A 

X 

X 

X 

X 

Version  39 

X 

X 

X 

X 

X 

Version  41 

X 

Deletes 

X 

X 

X 

Version  42 

N/A 

N/A 

N/A 

N/A 

X 

Version  43 

X 

N/A 

N/A 

X 

X 

Version  44 

X 

X 

X 

N/A 

X 

Version  45 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  38 

N/A 

X 

X 

N/A 

X 

Version  40 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

4-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

14- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

18 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$185,926 

$371,663 

Application 

deposit 

14- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

14- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

14- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$992,023 

$1,990,889 

subtotal  all  state  funds 

$0 

($32,045,806) 

($64,028,436) 

14- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($29,492,617) 

($58,899,785) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  201 6 and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
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deposit  required  for  the  200  kW  commercial  project.  A portion  of  this  revenue  will  be  available  to  the 
department  for  operational  purposes  as  shown  later  in  Table  1 1 . 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue.  The 
proposal  allows  the  department  to  keep  some  of  the  revenue  for  its  operational  purposes.  Table  1 1 
shows  that  it  can  keep  up  to  $61  for  residential  applications  (half  of  the  anticipated  deposit  in  this 
analysis)  and  up  to  $250  for  all  other  applications.  The  net  non-refunded  revenue  that  the  department  will 
have  available  for  its  operations  is  $1 85,926  or  $371 ,663. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of  tax 
credits  for  applications  FY 
2018 

Application  Deposit 
Estimate  for  all  of  tax  credits 
for  applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  project 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  revenue  by  type 

$868,852 

$1,733,826 

Application  revenue  ke 

pt  per  project  for  Department  O 

perations 

Residential 

$61 

$61 

Commercial 

$250 

$250 

Application  deposit  revenue  available  for  Department  Operations 

Residential 

$150,426 

$300,913 

Commercial 

$35,500 

$70,750 

Total  amount  by  type 

$185,926 

$371,663 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
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solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
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(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  28,  30,  31 , 32,  34,  and  36 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 


16 


Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  28,  29,  30,  31 , 32,  35,  and  36 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  30,  31 , 32,  34,  and  35 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


January  11,  2016 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-202  through  210 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  202,  204,  206,  and  210: 

Lost  revenue  to  state  government  is  $3.04  billion  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  203: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  205: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $11.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  207: 

Lost  revenue  to  state  government  is  $3.02  billion  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$11.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  208  and  209: 

Lost  revenue  to  state  government  is  $3.03  billion  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments;  taxes  that  do 
not  apply  whenever  electricity  is  never  sold  due  to  customer-generator  production  encouraged  by 
the  initiative  petitions.  Petition  signers  and  voters  must  be  informed  that  any  positive  fiscal 
impacts  of  the  initiative  petitions  are  speculative.  Likewise,  petition  signers  and  voters  must  be 
informed  that  the  initiative  petition  will  result  in  the  loss  of  hundreds  of  millions  of  dollars  of  tax 
revenue  to  state  and  local  governments  due  to  tax  credits  and  decreases  in  electricity  sales 
volume. 

Description  of  Policy 

Initiative  Petitions  202  - 210  contain  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1.  Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  206,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  PSC  adopts  rules  and  regulations  allowing  groups  of  5 or  more  electrical 
corporation  customers  to  offset  energy  usage  with  solar  located  in  the  service 
territory  of  the  electrical  corporation  where  they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  buoyed  by  the  various  iterations  of  the  petitions  themselves, 
some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering  and  Easy 
Connection  Act.  See  Petitions  207  and  208. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-207  and 
209-210 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount* 2 *,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  apphes  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  206,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 
generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 

~ The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  $1.9  million  annually.  The  cost  from 
2017  through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid 
in  2014  by  investor-owned  electric  utilities. 

iii.  Tax  credits  - Initiative  Petitions  202-210 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  202,  204,  206- 
210 


According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars’  worth  of 
electricity  in  2014.  It  is  very  conservative  to  estimate  that  Missouri  retail  customers  will  continue 
to  buy  the  same  value  of  electricity.  Accordingly,  the  35%  tax  credits  in  these  petitions  will, 
conservatively,  directly  result  in  a loss  of  state  income  of  up  to  $76  million,  annually.  However, 
electricity  rates  are  volatile,  and  rates  may  react  violently  given  market  changes  and  legal 
changes  proposed  by  the  initiative  petitions.  As  stated  by  the  Department  of  Economic 
Development,  the  total  loss  to  state  revenue  in  a single  year  could  be  $429.3  million,  annually, 
and  $3  billion  in  total. 


b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  203  and  205 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  up  to  $50  million,  annually. 

c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  202-210 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 


5 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  202,  204,  and  206-210,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  76.9  million  to  435  million  over  the  tax  credit  period.  There  is  an  annual 
loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  203  and  205,  the  total,  annual  loss  to  state  governments  due  to  die 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 
perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 


Burdens  on  Local  Governments 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-2017-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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Local  governments  face  similar  losses  in  revenue  from  the  various  petition  provisions  as 
state  government  (with  the  exception  of  the  direct  losses  to  state  government  for  the  tax  credits). 
In  fact,  local  governments  face  a more  significant  burden  because  utility  revenues  make  up  a 
comparatively  higher  portion  of  the  local  governments’  tax  base.  Missouri’s  electric  utilities  are 
large  sources  of  local  tax  revenue,  including  property  tax,  sales  tax  (on  average  3.585%)  and 
license  tax  (approximately  5%).  The  amounts  at  issue  are  substantial.  For  example,  Missouri 
electric  utilities  paid  over  $522  million  in  license  taxes  to  local  governments  in  2014. 
Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to  various  provisions  in  the 
petition  is  uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all 
Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  202-206  and 
209-210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  202,  204-206, 

208,  and  210 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12.4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

iii.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
202-210 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the  calculation 
for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue  from  their 
various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The  availability 
of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale  electricity  users  to 
invest  in  customer-generator  projects  supported  by  the  petition.  Further,  Missouri’s  electric 
utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative  petitions  may 
jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the  utilities  suffer 
decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to  local 
governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are  enacted. 
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The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 

' 7 

estimated  at  7.81%.  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  202,  204,  and  206-210,  the  loss  to  local  governments  due  to  the  tax  credits  is  $40.4 
million  over  the  tax  credit  period,  then  $11.5  to  $15.7  million  annually.  For  initiative  petitions 
203  and  205,  the  loss  to  local  governments  due  to  the  tax  credits  is  $26.6  million  over  the  tax 
credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax  revenues 
to  Missouri  state  government  and  local  governments.  State  government  incurs  tax  losses  through 
the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through  certain  changes 
promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community  solar.  The  total 
tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million  over  the  tax 
credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to  approximately  $498.6 
million  over  the  tax  credit  period,8  with  $9.5  million  to  11.5  million  in  lost  revenues  in  perpetuity 
thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricitv/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&Uvpe=pin&rtype=s&pin=&rse=0&maptvpc=0 

7 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  + 1.9  million)*6  years] 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-paritv-in-a-low-oil-price- 

era.htm 

$3.50  i 


$3.00  ■ 
$2.50  - 
$2.00  - 
$1.50  - 
$1.00  - 
$0.50  - 
$0.00  -■ 


$2.90 


2014E 


$0.23 


201 5E 


S2.15 


$0.16 


$045 


SO. 20 


$0.19 


$0.20 


2016E 


$1.77 


$0.12 

$0.20 


$0.45 

$0.17 


2017E 


■ Panel  ■ Inverter  ■Racking  BOther  BoS 


■ Installation  ■ Sales 


■ Other 


Total 


9 


1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Graves  Garrett  llc 


National  Renewable  Energy  Laboratory  data 
http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  andfor  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gs/il_solar_pv.html  documentation  for  more  details. 
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$/kW  Installed  Cost 

$1,770 
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Tax  Limit 
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Solar  Capacity  Factor 
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$100 
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$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  203  and  205 


$/kW  Installed  Cost 

$1,770 

MW's  Installed 

80.71 

Tax  Rebate  Incentive  % 

35% 

Tax  Limit 

$50,000,000 

Solar  Capacity  Factor 

20.83% 

5 hours  / 24  hours 

MW's  of  Output 

147,273 

$/MWh  Retail  Rate 

$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales 

Tax  Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

$7,586,014 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden 

(Sales  + Franchise) 

$26,551,048 

Perpetual  Impact  if  New  Generation  Reaches  1 

Gigawatt  Cap 

1000.00 

1,824,708 

$100 

$182,470,800 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

$15,665,118 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $76  million  annually  until  June  30,  2022 
with  approximately  $660,000  net  annual  increased  operating  costs.  Local  government 
electric  revenue  may  decrease  $23.9  million  annually  with  $3.4  million  increased 
operating  costs.  Other  resulting  economic  activity  will  have  an  unknown  impact  on  state 
and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


December  23,  2015 


RECEIVED 

DEC  2 3 2015 

STATE  AUDITORS  OFFICE 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  36  (2016-201) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


CD 


zo 

m 

o 

rn 


m 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.900,  386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860,  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri . It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  [municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels, fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility’s 
single-hour  peak  load  during  the  previous  year,  after  which  [the  commission  for  a public  utility 
or | the  governing  body  for  the  supplier! other  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator’s  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator’s  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner. 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s (Suppliers  shall  submit  (the  samel  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  it  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.1  The  governing  body  of  a supplier  (rural  electric  cooperative  or  municipal  utility  1 shall L, 
within  nine  months  of  January  1 , 2008,1  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

[11.]  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. ]  J_L  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. ]  FFThe  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | KF  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. ]  14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. ]  l^The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. ]  16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean : 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision;  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 . 2017,  and  are  certified  as 
clean  bv  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(41  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  ene  regeneration 
unit  which: 

(at  Is  powered  bv  a clean  energy  resource  or  micro  CHP; 

(hi  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(cl  1s  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer: 
generator; 

((j)  is  interconnected  and  operates  in  parallel  phase  and  synchronization  w it  ha  re  tail  elec  trie 
su pplier  and  has  been  approved  by  said  retail  electric  supplier; 

(et  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electricaLgnergy 
requirements; 

(ft  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability^tandards 
published  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  thcylnstitute_of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratone^  theJ^dexal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(p)  Contains  a mechanism  that  automatically  disabl_es  the_iinLt_and  interrupts  the  flow_c)f 
electricity  back  onto  the  supplier's  electricity  lines  in  the  eventthat  servicejojhe  customer: 
generator  is  interrupted; 

(5)  "Department”,  the  department  of  economic  development; 

(61  “Micro  CHP”.  combined  heat  and  power  or  cogeneration  systems  jhat^multaneously 
aerate  electricity  and  thermal  energy  in  a single  integrated^ystem  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measuredjnaitej^ 

(71  “Net  excess  energy”,  the  amount  of  energy  exBressedjnJdlowatytg^^ 

customer- generator  to  a supplier  that  exceeds  thg^rnount  of  energy  deljvered_by  the  supplier  to 

the  customer-generator  over  a singteM ling  period; 

(81  "Net  metering",  using  metering  equipment  sufficient  to  mea_sure_the_difference_between  the 
electrical  energy  supplied  to  a customer-generatorj3jLa_r^ij_d^  the  electrical 

energy  supplied  bv  the  customer-generator  tojhej^ajjjdegtric^ 
hilling  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 

sup  pi  ier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
prod uced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 
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(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  bi lied  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  su pplied  by.  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  andc.redited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequenLmQQthsi 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this^jubgectjpji^han 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  MarcjLbillingjrenM 
or  when  the  customer-generator  disconnects  service  or  otherw ise  terminatesjhe  net  meteri ng 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  sjJBpJy.in&el^trjc 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retai I electric  supplier,  the  .credit  to  the 
customer-gene rator  may  be  provided  by  the  wholesale  generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shalLmeetajj 
applicable  safety,  performance,  interconnection,  and  reliabiljlyj^andMds  established  by  any  I ocal 
rode  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or^heqgguirement  not  specifically 
authorized  bv  this  section  or  the  rules  promulgatedjinder  subsection  9 of  this  section_un]ess_the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  whoarejigt 
customer-generators,  except  that  a retail  electric  supplier  mayj^ujrethatac^^ 
system  contain  a switch,  circuit  breaker,  fuse^onoUigreasil^^ 

in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 

distribution  system; 

(2)  For  systems  nf  ten  kilowatts  or  less,  a customer_-_genera^  meetsjhe  standards 

and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distnbution^ujpm 
liability  insurance  beyond  what  is  required  undersubdivMoJlliXQf  this_subsection  and 
subsection  4 of  this  section; 

(3y  For  customer-generator  systems  of  greater  than  tenkLIovvattsJhecommissio  tor  public- 
utilities  and  the  governing  body  for  oJheLUtiljtie^hailJbyj^ 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements,  and 

(b)  Establish  the  qualifications  for  exemption  from  a reciunement  to  install  additional  controls , 
perform  or  pay  for  additional  tests  or  d i stri but] on  ecjui pment ^or  pu rchase  addi tiona L 1 1 a b 1 1 ity 

insurance. 

7M)  Applications  by  a customer-generatoijgrintercc^ 

generation  unit  meeting  the  requirements  of^ubdivLsion  (4)  of  subsection  2 of  thisrectionto.  the 
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distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  i nterconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier, 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators:  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and , if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer- generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  iinderthe  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomMjshment_oLany 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be.  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regar^gjmnd^tory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Anyjnteregted  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety_or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  e jectric  generatj on  un] t 
poses  a danger  to  anv  property  or  pe rson.  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriMg-Mtjons, 

14.  Anv  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  wjth  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  suppliershaljbe 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in_the  form  ofajracker  orotfaer 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier^  ratejs^any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenuej^quiremeiit 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall_petrnjtjhe_supplier  to  estimatejhe 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class_for_the  twelve^ 
month  period  following  the  effective  date  of  any  change  in  rates,  anliMessh^es^using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and^demMdilkely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the^milipission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources  JTothe  extent  any  costs, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section, jhgy^MUlQLraise  the  retajLiates 
charged  to  the  customers  of  anv  such  electrical  corporation  by  an  average  of  more  than  one 
percent  in  anv  year.  Anv  limitation  on  cost  recovery  shall  not  limitJJig^yMi^IitXQlJlgt 

m e te ring  except  as  provided  in  subsection  3 ofj his  section. 

15.  No  customer  shall  connect  or  operate  an  electric  generM^Lynj-UtLparaj lei  phase  and 
synchronization  with  anv  retail  electric  supplier  withmitwnttena^ 

of  the  requirements  under  subdivision  (1)  of  subsection_2oLthis  section  have  been  met.  For_a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notic^sconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customeTselectnc_sgn^ 


16.  The  manufacturer  of  anv  electric  generationjmijLus^^ACustomer^get^^ 

liable  for  anv  damages  to  property  or  person  causedby  a defect  in  the  electric  generation  unit  ot 

a customer-generator. 

17  The  seller,  installer,  or  manufacturer  of  any  electric  generatjoiLunjLwhoJm 

misrepresents  the  safety  aspects  of  an  eleetricj>ejieration  unit  may_be  held_liable_for_an^damages 

tn  property  nr  person  caused  by  the  electric  generation_unityT  _TCiisl0me_r^eneratoL 
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386.910.  1 . This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 . 2017. the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate  as  described  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility”  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facil ities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 


4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
community-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  incl uding  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
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other  grid  benefit  value,  but  such  bill  credits  s hall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years.. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered jlbuM>c  utility  as 
defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  an\LQwn^ror(^erator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations;  provide  anorderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility owners_and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provid e options, 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.0 10, _that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effectiveon.Lv  if  it  compliesjyith  andjs 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section_536X)28Jhis  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested^jth  the  .general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date^orto^sapprove^n^^  ruieare 
subsequently  held  unconstitutional,  then  the  grant  of  rujemaking  authority  and_any_rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  a_ndvojd, 

386.1000 . 1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incu rring  costs 

and  expenses  for  the  installation  of  a clean  energy  resource  jjrojgcL^ajl„M^.^ 

tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 

pursuant  to  chapter  1 43.  exclusive  of  the  provisipjisjelMingigih^ithMd 

in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percentjjQh^tAl^Qgtand 

expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits 

exceed  one  parent  nf  the  value  of  electricity  used  in  Missoun  a^  4 of 

this  section. 

2.  The  department  of  economic  development  shajLcertjfjMyhen  the  tax_crgditsj3rovidedJ n t*1'- 
sertion  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawMt^jnea^uiedjn 
alternating  current  nf  additional  clean  energy  generation  resources  instdledjisingjM_c^^ 
under  this  section  and  shall  notify  the  governor, the^eneral  assemblj/,  the  public, and.each 
taxpayer  that  submits  an  application  for  a taxcredit  under  thi^ctiotLoncg  throne  dhousjtnd 
megawatt  limit  has  been  reached.  After  such  certification.  but  no  I aterthanj une  30 , 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credit^shajl^ujlggL 

i “Plean  energy  resource  project”  shall  be  definedjtsjLprcuecLproducingjdg^n 
a clean  energy  resource  as  defined  in  section  386.900  ojigtheijec^ 

metering  as  defined  in  386.900.  A “taxpayer”  shalLnie^n  any_entjtxsiibjecUo  taxation  ofmcome 
under  chanter  143.  The  costs  and  expenses  incjudMilLthecgsL^ 
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energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  econom ic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  i nstallations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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The  department  of  economic  development  shal I administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section , a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shalMbe 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest .recejvgd 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
app lications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measuredjn 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund,_The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  onejiundred  dollarj 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  pujpo^^bxlhg^^^ment, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  departmentoLeconomic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  C lean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  thg^roiect_is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  rna\L?m^ajrefim^ 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause^u^jtgplicationjo 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to. maintain  its  positionjnihe 
application  queue  the  application  deposit  shall  be  retmngdjjLth^^ 

completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits. rgedym^im^  final 

approval  for  each  fiscal  year  and  the  amount  oftax_cred  i preserved  forjuture  yearsjf 

applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  underthjs^ectigr^ 

the  department  of  economic  development  within  thirty  days  of  its  subrmssiM-JiLMd^ 

consideration,  an  application  must  include: 

( 1)  Proof  of  ownership  or  site  control.  Proof  of  ownej:shipj;hall  i ncliide  evidence  thaUhe 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include^ 
warranty  deed,  closing  statement  or  other  form  approved  by  the  depa^rtment.^roptlof  site 
eontrol  mav  be  evidenced  bv  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  projeckincliid^^ 
by  a professional  engineer,  when  applicable] 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  efigiMgjfoLtbgJax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  dalt^andthe estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7of  this  section,  to  be  depositedin  the 
Clean  Energy  Fund;  and 
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(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
includi ng  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  avai lable.  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission. 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
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notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  su bmit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpaYefsjmalJax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  thejhree  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  l 43  and  chapterl 48, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  untUjhejuIl^djtis 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  followingjhe^ffecliye  date  of  the 
transfer  and  shall  provide  anv  information  as  may  be  required  by  the  department  of  economic 

development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
cred i ts  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  bejssued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  crgdjtsjn 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsecJionsJOor 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  tor  issuancejjf  tax  credits  jnjin 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  aflocatcd-i* 11  the  initial  application 
approval  letter  received  from  the  department  of  economic  development, 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions_ofthe 
section.  Anv  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  thatjsjgrgatgd 
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under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

December  23,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 
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DEC  2 3 20,5 


STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


/(,  -2.00 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  35  (2016-200) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Loui^S^espectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of-Migsouri,  for  tboir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  SAySt  1 h^  perg33aily 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County '(o^Gity  of  SpLouls^my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  narhA. 

o\  - 

\>. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  Ido donot (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


/(>  ' zoo 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  |municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter  |; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  |municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  |the  commission  for  a public  utility 
or | the  governing  body  for  the  supplier! other  electric  utilities)  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  [For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  uJUpon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [ the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action]  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  |the  same]  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

(1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1,2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28,  2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  |rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

|11.]  jO.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. ]  IK  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. ]  12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | FT.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

] 15. | 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | E5.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

[17.]  16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( H "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  bv  a source  listed  in  paragraphs  (a)  through  (dfof 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  andarg_certifjed_as 
clean  bv  the  department. 

('3't  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  bv  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  morg  than  five-ModjMj^Qwatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  othervvjse  control led  by  the_custome_r: 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with_a_  retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier, 

u intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  ownelectrical  energy 
requirements; 

Meets  all  applicable  safety,  performance,  interconnectign^nd  reliabiiLtxstandards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safet^Code.Jhe  Institute  of 
FI petri ra I and  Hlectronics  Engineers.  Underwriters  Laboratories,  the, Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authomiesLand 

(g^l  Contains  a mechanism  that  automatically  disables  the  unit  and  inietTupts  the  How  of 
electricity  back  onto  the  supplier’s  electricity  lines  in  the  event  that  seryjcejo  the  customer 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  dgygloprcignt; 

(6^  “Micro  CHP”.  combined  heat  and  power  or  cogeneration-gyMemsl^ 
generate  electricity  and  thermal  enejg^a_sjngle  integraMsyMemj^ 
rapacity  equal  to  or  lower  than  130  kilowatts,  mea^nMjjiatoM^ 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-ge nerator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

O ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer- generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonabl y incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner. 
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( h For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electncaLenergy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measu res  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer: 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the^ame  rate 

class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  suppliedby_the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequenlmonths; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  thjs_subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  thenet  metering 
relationship  with  the  supplier; 

(5)  For  anv  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier  the  credit  tojhe 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer- generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  establishetLby  any  I oca  I 
code  authorities,  the  National  Electrical  Code,  the  National  ElectricaJ_Sa£ety,Code,  thejnstjtutg 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  anv  fee,  charge,  or  othejirefluirejMnLn^^ 
authorized  by  this  section  or  the  rules  promulgated  under  subsect  ion9of  thisj>ectjon  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  simij^jty^ituMedaistg^^ 
customer-generators  except  that  a retail  electric  supplier  may  require  that  a customer:generator’s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator’s  metering  equijJmenUhatjvould^ 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  ejectnc 

distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  wh^e^y^gmjrie^ 

and  rules  under  subdivision  m of  this  subsection  shallnotJOA  required  to  install  additional 
cpntrpls^ertwm  or  pay_f or  ad dltional  testsor  d i siri  buti  onequ i pme nt v or  purchase  add itional 
liability  insu ranee  beyond  what  is  required  under  subdi  vision  (1)  of  this  subsect iojLand 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts^hecommission.foLpublic 
utilities  and  the  governing  body  for  other  utilities  shalL_by_rule: 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qual ifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( I ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  fil ing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  esti mated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer- generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  a nd  convincing  ev i dence  of  fault  on  the  part  of  the  su pplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  section s 407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandator 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interestedjjerson 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with_reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shalfbg 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  thregjfeanv,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design ._At  the  time  any  general 

c ha nge  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estjrnate_the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve^ 
month  period  following  the  effective  date  of  any  change  in  rates,  and  ratesjhMLbeseLusing 
energy  and  demand  billing  units  that  reflect  the  estimated  reducjign_of^gj^ymd^Iimdiij^ 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commissjonjnay 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the_^tgnlanxcostsJ 
lost  revenues,  or  lost  earnings  are  recovered  under  this  sectjon^the^shall  not  raise  the  retail. rates 
charged  to  the  customers  of  any  such  electrical  corporation  bY_anaverage  of  more  thanone 
percent  in  anv  year.  Any  limitation  on  cost  recovery  shall  not  limit  the_Mail^j.ljt^fnet 
metering  except  as  provided  in  subsection  3 of  this  section. 


15.  No  customer  shall  connect  or  operate  an  electric  generatioimnit  in.paraUeLphas^and 
synchronization  with  anv  retail  electric  supplier  withouLwrittenjtE^royalJ^  I 

of  the  requirements  under  subdivision  (1)  of  subsection_7_of  this  section  have  been  met^Foiya 
customer  who  violates  this  provision,  a supplier  imyimmediM^  notice_disconnect 

the  electric  facilities  of  said  customer  and  terminate  said  customers  electric  service^ 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the 
authorization  to  issue  additi onal  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  I i mited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
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reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  w_elj 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed_only  jn_the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall_be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  money^haJLremam 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placM^and_such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  th^moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  jrionies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  crea_ted_under  this  .section . 

7.  To  obtai n initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shalLsubm.it  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application_shalj_be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the, oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  whidLsuch 
applications  shall  be  reviewed.  Each  application  shall  include  a two  centpeLwatt^jiteasured  in 

a 1 te r n ating  current,  application  deposit,  which  s hall  be  deposited  injhe  Clean  Energy  Fund_._Th_e 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subiect  to  refund  and_shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  1 ifty. dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  departmen t, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  departmentofecgnormc 
development  disapproves  the  project.  The  application  deposit  shall  be_ retained, LQillg l_C) ean 
F.norpy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  OLfhe  project  is  not  completed 
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within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
con trol  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
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for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliabi I i ty  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section- 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  t he  project  and  apply  for  f nal  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirm ing  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligi ble  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayers  tax  credjt 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  T he  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amountjyfsughjax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 
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15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  precedi ng_ye_a_rs 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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STATE  AUDITORS  OFFICE 


Elections  Division 
(573)  751-2301 


December  23,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  34  (20 1 6- 1 99) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  City  of  St.  Lou respectfully 
order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  crf^ljssouri,  for«tfibir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  ^ays:  1 hjv?  pers'b^ally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County^ dC_Gi)y  of^  Loui»}j  my 


registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  £ 

Sf\ 


tv 


[Official  Ballot  title] 
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CD 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


1_ being  first  duly  sworn,  say  (print  or  type  names  of  signers] 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS’ 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one]  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires  


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.860,  386.870, 386.910  and  386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386,910  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

386.910.  1 . This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2,  Within  thirty  days  of  enactment  of  this  section,  the  commission  shal  1 open  a docket  and  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate  as  described  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  sola r facili tv”  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facili  ties  located  in  the  territory  of  each 
i ndi  vidual  electrical  corporation  shal  I not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded , and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
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making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  cred its  shall  be  set  at  a value-of- 
communitv-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmentaj^alue, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation.';? 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  oQw^ntyjyear^ 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  _tocarry  out  the, 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  el^caLcorporati.ons jo  recover 
costs:  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderlyjirocesSj 
including  a reservation  system. to  allow  potential  community  sojarfacdjty  owners  and_operatoig 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  sectign^nd_proyjde  options, 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  thafis  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  andjs 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  wi.thjhe^general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  dat^ort^approv^^ 

subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authorjt^La.nd  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall. bgJnyalid  andj^Ld^ 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energyjgsmimgLprojecLsh^^ 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  again st Jhestate  jta x _l  i a b i I i ty  _in  c u rred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relatingJojh^ydtMQiding  of  tax  as  provided 
in  sections  143.191  to  143  7.65,  in  an  amount  equal  to  thirty-five  percent orUt^trtajLc^and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  anniiall^  shalLnot 
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exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  departmen t of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determi ned  by  the  comm ission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  1 8 CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  correspond ing  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 
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The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  requi red  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  A 1 1 interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  gn^j^jhroughjhe 
efficient  administration  of  the  clean  energy  tax  credit  program  createdund^thjgj^pn., 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submjt  a_n 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  dayjhat  a_re_n_ot 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Bach  application  shal I include  a two  cent  per  watt,  measured  in 

a I te  rn  ating  current,  application  deposit,  which  shall  be  deposited  in  the  CleanJEnergy  Fun  d_^_The 
department  mav  retain,  for  the  purposes  of  administeri ng  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred -dollars 
f or  residential  taxpayers  and  two  hundred  and  fifty  dol lars  for  alLother  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration^uiBQses_by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit_shajL bgj^tajnedjnJhe  Clean 
F.nergv  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund^ofihg^^ication 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  appj i cation  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintai nit^sitionjnthe 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of_econmni^evelopment 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  fjnaj 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years_Jf 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this_segtion  shall  be_reyiewed_by 
the  department  of  economic  development  within  thirty  days  of  its  submission  Jn  order  to_receive 
consideration,  an  application  must  incl ude: 
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(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable: 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

J 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  max imum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  ava ilable,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
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the  National  Electri cal  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  dee med  eligible  for  the  tax  credit  under  this  section- 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial_approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  includg_a_gost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs_and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  foLthg  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer^ta^ycredlt 
certificate  within  thirty  days  of  receiving  the  final  approval  application , The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue^the^mouiytof  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  toany  of  thg_three  preceding^  ears 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  yeaj^oiLuntil  the  fujLcreditjs 
used,  whichever  occurs  first.  Taxpayers  eli gible  for  such  tax  credits  may  transfer , se 1 1 or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  containedjnjhjs 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transferby  notifying  thedjepMOienlof 
economic  development  in  writing  within  thirty  calendar  daysJMmvingJhe^ffective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  instimtjoris. 
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credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  may  not  app I y to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delefiated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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RECEIVED 

DEC  2 3 2015 

Jason  Kander 

STATE  AUDITORS  OFFICE 

James  C.  Kirkpatrick 

Secretary  of  State 

Elections  Division 

State  Information  Center 
(573)751-4936 

December  23,  2015 

State  of  Missouri 

(573)751-2301 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  33  (2016-198) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  "Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


. County  (or  City  of  St.  Louis),  respectfully 
order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I h^p  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of?9L  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  ^a^ep.^ 
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CIRCULATOR’S  AFFIDAVIT 


O 

cn 


STATE  OF  MISSOURI,  COUNTY  OF 

I,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


(t-n$ 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.950  and  386.1000  are  enacted  to  read  as  follows: 

386.950.  Clean  energy  resources  and  distri buted  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  section  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy  Independence 
and  Investment  Act  of  2016”. 

386.1000.  I . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholdi ng  of  tax  as  provided 
in  sections  143.191  to  143.265,  in  an  amount  equal  to  thi rty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annual ly  shall  not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  thi s 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.890  or  other  technology  eligible  for  net 
metering  as  defined  in  386.890.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 

i nclude  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900 , pe  r fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  I as 
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allowed  by  1 8 CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  p u blic  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  begin ning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  k i lowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
al I moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasu ry  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
i n the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  th.ejnoneys 
i n any  account  with i n the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall, not  be 
credited  to  the  general  reven ue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumberedjmonjes 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  cleajLgnergyJhrougL 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section, 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section^  a taxpayer  shalj^bmjtan 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall.bg 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received  ^wdhjhe^oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day^jhajarengt 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  whjchsuch 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  p^vyMLJTieasured fin 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund^The 
department  may  retain,  for  the  purposes  of  administering  this  sectiomjifiioJiajjlof^ach 
application  deposit,  which  shall  not  be  subject  to  refund  and  shalLnotexceed  one  hundjgd  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  oth er  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  thedepartmenL 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
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development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  7 of  this  section . 
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1 I . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  a 1 1 taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additiona  1 credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approyMJQT 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  fromjyhjch 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shalLbe 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a_cjean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsectjgnsJ^JLand 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section, 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initi^pproyaLshall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shal I determine  the  total  amount  of  eli gible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include^acost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs_and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  applicatiojLTheig-xPayer  shall_attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed/The  department 
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of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148. 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

December  23,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

DEC  2 3 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 

ib-m 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  32  (2016-197) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 


600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • Business  Services  • Elections  • Publications  • Securities  • State  archives  • state  library  • Wolfner  Library 


it>-m 


County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 

CIRCULATOR  S AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

1,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


IT  t i 


CD 

m 

CD 

ro 

co 


o 

CD 

XT 


TO 

m 

o 

m 

m 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  T own,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  repealed  and  sections  386.860,  386.870,  386.900,  386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Indepen dence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

[386.890.  1.  This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  electric  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  ot 
net  metering  systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  il  the  total 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator,  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  it  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 

electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 
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(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 


3 


(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1 ) of  this 
subsection. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  tor  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a briel  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28,  2007,  shall  be  invalid  and  void. 

1 0.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine 
months  of  January  1,  2008,  adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereol,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 
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1 6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator.] 


386.900.  1.  This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1, 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Enemy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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( g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer: 
generator  is  i nterrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplaterated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer- generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  anv  municipal  utility,  rural  electric  cooperative  under 
chapter  394  or  electrical  corporation  regulated  under  this  chapter  that  providesjetail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(H  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served_basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  jeven  percent^)!  the  uti  1 ity_s 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility_or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  o f 
net  metering  systems  to  an  amount  above  seven  percent.  However,  in  a givencalendar  year,  no 
retail  electric  supplier  shall  he  required  to  approve  any  application  for  interconnection  it  the_total 
rated  generating  capacity  of  all  applications  for  interconnection  aljeady_apprpyed  to_date_by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percenU)f  said_sup^ 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates^ 
rate  structure,  and  monthly  charges  to  the  contract  or  tarigjhat  thejn^mep  would  b^as_signed 
if  the  customer  were  not  an  eligible  customer-generator  but  shall_not  charge  the  customer^ 
penerator  anv  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  wpujdjiot 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generatoriand 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier 

4.  A customer-generator's  facility  shall  be  equipped  with  suflicienUnetenng  equipment  thatcan 
measure  the  net  amount  of  electrical  energy  produced_or  consumed  by  the  customer-generator,  jf 
the  customer-generator’s  existing  meter  equipment  does  not  meet  these  requirements  oriUUs 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipmcnUo_accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  cos_ts_to  purchase 
and  install  the  necessary  additional  equipment,  unlesgjhecpmmission  or^oyenung^bo^mak^ 
a determination  that  the  customer- generator  is  the  only  customer  benefiting  from  the^a_dditipnal 
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distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer- generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer- generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier. 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
ggneration.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator’s  metering  equipment  that  would  allow  a 
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utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (11  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer- generator  systems  of  greater  than  ten  kilowatts,  the  commission lopniblig 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  tormadagtionby 
each  respective  governing  body: 

(at  Set  forth  safety,  performance,  and  reliability  standards  and  requirementsvand 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additionaUontrols, 
perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a c]ualified_electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4t  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator  s electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  he  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  suppl  ier  s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certi fi cation  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  oi 
subdivision  m of  subsection  6 of  this  section.  If  the  application  for  interconnectionjs  approved 
bv  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconngctjqn 
Within  one  year  after  receipt  of  notice  of  the  approval,  the^Beroyal_shall  expire  andthg 
customer-generator  shall  be  responsible  for  filing  a new  application.  RetaiLglgctric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  beingjiohfiedihe 
yif»nf»ratir>n  unit  is  installed  and  meets  the  requirements  of  this  seetjom 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  anannual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  th^same  LeiIort_tolheir  respecti ve  governing 
hnHy  and  make  said  report  available  to  a customer  of  the_supplier  upon  request  Jncjuding  the 
following  information  for  the  previous  calendar  yean 

m The  total  number  of  customer-generatorfacihtigs; 

(2)  The  total  estimated  generating  capacity  of  its  net-metergd  customer-generators;  and 
(3'i  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  bv  June  1,  2017  promulgate  anxrules_necessajx_for_the  administration 
nf  thissection  fnr  public  utilities,  which  shall  includej-egujations  ensuring  that_simple_contracts 
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will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  app lication  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1,  2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall  by  June  1,  2017 
adopt  policies  establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For 
systems  of  one  hundred  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one 
document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of 
terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly, 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs. 
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lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  ratgs 
charged  to  the  customers  of  any  such  electrical  corporation  by  an  average  of  more  than  one 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of  ngt 
metering  except  as  provided  in  subsection  3 of  this  section. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1)  of  subsection  7 of  this  section  have  been  met.  Fora 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without  notjceihsconngct 
the  electric  facilities  of  said  customer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  he]d 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer- generator. 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator 

386.910.  1 . This  section  shall  he  known  and  may  be  cited  as  the  “Community  Solar  Act., 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docketjmdjgy 
August  1 ■ 2017.  the  commission  shall  adopt  rules  and  regulations  allowingj:ustomers  to 
participate  in  community  solar  facilities  and  sejjL^lye-otommiinity-solar_rate  describedjn 
subsection  5 of  this  section.  For  purposes  of  this  .sectjpn^commmh 
photovoltaic  electric  generation  facility  with  a capacjtyoLbetwgen_oj^^ 
thousand  kilowatts,  measured  in  alternating  current,  thaLaUows  five  or  more  customeLS_pfan 
electrical  corporation  to  offset  their  energy  usage  with  solar  energ^and__such_facility  is  located 
within  the  Missouri  service  territory  of  the  electricaLcorpo^  have_one 

or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corpoMonJsas 

defined  in  386.020. 

3 The  aggregated  capacity  of  community  solar  facilities  located  mJhgjemtoiyoLgMh 

individual  electrical  corporation  shall  not  be  greater  _than  four  pgrcent  of  the  ele  ctri  cal 

corporation’s  single-hour  peak  load  durin&thejrevious  calendaryeaj^an^^ 

community  solar  facilities  shall  not  count  towards  the  system  wide  net  meterino  cap  defined  m 

subsection  3 of  section  386.900.  Electrical  corpoMjpns^lLbeal^ 

community  solar  facilities  with  an  a_gg?Mate^a^ityiipioi^ 

corporation’s  single-hour  peak  load  durinjjthejjm 

electrical  corporations  shall  be  allowed  to  own  or  operate  communi ty^ohLr  facilitieAwith  an 
aggregate  capacity  up  to  two  percent  of  an^Lectnc_aLcojpora_tion ’ s s. ngl^-ho_ur_ peak  1 oad  dun ng 
the  previous  year. The  commission  shall  allgw^rudently  incurjM^sand_expens^ 
community  solar  facilities  owned  hv  an  electrical  corporation  to  be  includedjnsuche^ 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  commumtjfSolM 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  noLthg_cojTimunitY  solar 
program  shall  he  expanded,  and  the  commission  mayjncreasf.  the  aggregate  capacity_cap_aboye 
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four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 


4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
community-solar  rate  per  kil owatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years . 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provide  options. 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant,  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
injections  143.191  to  143.265,  i n an  amount  equal  to  thirty-five  percent  of  the  total  cost  and 
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expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shallnot 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megawatts,  measured  m 
alternating  current,  of  additional  clean  energy  generation  resources  installed  usin&tax_credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembly  Jh^uMc^Meach 
taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,1116 
authorization  to  issue  additional  clean  energy  tax  credits  shallsunseL 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligi_bje_fornet 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxationjonncmne 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  forjMcjean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  productjonofa 
clean  energy  resource  project  that  is  tangible  personal  property^  or  other  tangjbje_grop^JfsMh 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  insiailaJion^nd^jM 

i nclude  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieuof 
de  predation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit^  s h a 1 1 
not  exceed  three  dollars  per  watt  measured  in  direct  currenlfor  soLar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  mgMuMJnJtLternating  current...!? 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  fotdhg^tde  tjijLdedit  shdn 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annud 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliMs^asdefi^^ 

per  fiscal  year.  The  determination  of  the  value  of  electrjdtyjisedLmJV^ 

determined  hv  the  commission  based  on  availablejgportsjnduding  FER_C^rmJSumbeLlas 

allowed  by  18  CFR  § 141 . or  an  equivalent  as  determined  by  thg_commjsdm^^ 

sales  of  retail  electricity  and  corresponding  revenues  for  the  precedhng  year  or  mpst_current 

reporting  period  as  determined  by  the  commission.  The_commission  shall  publish  the  value_of 

electricity  used  in  Missouri  to  the  public  and  department  of  economicdeve^ 

days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the,  beginning  ol  each 

fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,^  claimant  may_apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations_up_^wojimdr^^ 

alternating  current,  per  project.  No  electrical  corporation  as_defined_unde_r  section  386.020  shall 

own  nr  control  a clean  energy  resource  proiecj  that_recei vesj^ 

nr  he  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 
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6^ The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  pi aced,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
i n the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identi fying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 
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8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  state ment  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
requ ire  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process , the  department_of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from_the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceedJlfteetLdays  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  thejnitial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application^which  is  removed 
front  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficiendhe 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amounLof  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the^nitial  application. 
S uch  approvals  shall  he  granted  to  applications  in  the  order  of  priority^stablished  iMider 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  cred i ts 
equal  to  the  total  amount  available  under  this  section  or  sufficient  tharyNdtenJo^ 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  wjth_agpj i cations 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approyaLsh^j  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits_arg^yailable/^ 
department  of  economic  development  shall  continuejojreyiewappllcatim^ 

and  any  additional  approvals  shall  be  issued  in  the  event  thatadditional  credits^come^vajlabig-; 

12.  All  taxpayers  with  applications  receiving  initial  approval  shML^rnRlgtgJji^lgaiiefletgy 
resource  project  within  nine  months  of  the  date  of  issuance  of  th^etterfrom^ 
economic  development  granting  the  initial  approval  forJM-gredjtsXompMio^  shall  include 
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certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliabi lity  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice. 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
cert  ificate  with  in  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148. 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
su bsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
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transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section . For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

December  23,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

DEC  2 3 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)  751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  31  (2016-196) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  signwffiy  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  th^atbenHeasur^^r  thersdme 


election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 
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County  (or  City  of  SCT.ouis),  u^ectftlTJy 
order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for'theirripproval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  sSys:  I have  @fsonally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 


registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Snhsrrihpri  and  sworn  to  before  me  this 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900,  386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
val ue  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter); 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 


1 


lb- IK 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  |the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierlother  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer- generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierl other  utilities | shall,  by  rule  or  equivalent 
formal  action!  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  slSuppliers  shall  submit  [the  same]  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  |rural  electric  cooperative  or  municipal  utility  | shall!, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 ,|  10,  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. 1 1L  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13,  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | 15,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. J  J_6,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter: 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator”,  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  h undredki low atts , 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator: 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical_energy 
requirements: 

(f)  Meets  al  1 applicable  safety,  performance,  interconnection,  and  reliaMity_standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code.thelnMituteof 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authoritjes^and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer 
generator  is  interrupted; 

f5)  "Department",  the  department  of  economic  development; 

(6~)  “Micro  CHP”.  combined  heat  and  power  or  cogeneration  systems  that  simuLtaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measuredjn  alternating  current; 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  mu nicipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator’s  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  instal  1 the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electri c su pp lier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 


7 


( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  bi  I led  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consu mption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdi vision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  jjeriod 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to. the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  m Each  qualified  electric  energy  generation  unit  used  by  a customer-generator_shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code^the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  LaborMQrjesjbiLdistnbu 
generation.  No  supplier  shall  impose  anv  fee,  charge,  or  other_requiremen_t  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection_9_of  this  sectjoiLunless_thg 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customgrswho  are  not 
mstomer-generators.  except  that  a retail  electric  supplier  may  requjrejhat  a customer-generator^ 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  featurejocated 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would. allow_a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  theutjj ity  s ejectric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  m of  this  subsection  shall  not  be  req  u i red  jo  j n steM  add  itipn  a I 
controls,  perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase_additjQnal 
liability  insurance  beyond  what  is  required  under  subdivision  (l)_of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for_puMc 
utilities  and  the  governing  body  for  other  utilities  shall,  by_ru|ej 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  ( 1 ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer- generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( I ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017.  shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing^ 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subjeclto 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  Jo 
promulgate  in  accordance  with  the  provisions  of  chapter  536  ru les  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generationjinits.  Any  interested  person 
who  believes  that  the  seller  of  anv  electric  generation  unit  is  misrepresenting  the  safetx_or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electricj>enerationunit 
poses  a danger  to  anv  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropnatg^tions^ 

14 . Anv  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a rgtajl  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general_change  in  a suppliers  rates,  any 
over-recovery  or  under-recoverv  balance  shall  be  included  in  the  supplier's  revgjiuej:equjrement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall_bejgcoyered 
from  each  rate  class  pursuant  to  the  supplier's  approvedjKttedesign.  At  thejime  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permitjhe_supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  raJejdassJbr  the  twelve^ 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be_sgLusjng 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy^4dgmandj iMy 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commissionjTiay 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extenfanxcosts, 
lost  revenues,  or  lost  earnings  are  recovered  underjhis  section,  they_shalJjiot  raise  the  retajLrates 
charged  to  the  customers  of  anv  such  electrical  corporntjon^xan  average  of  morejhatLQng 
percent  in  anv  year.  Any  limitation  on  cost  recovery  shaH  not  limit  the  availability  of  net 
metering  except  as  provided  in  subsection  3 of  this  sectiotL 

15.  No  customer  shall  connect  or  operate  an  electric  generation  jmiLijU>MalM-Phasgjm^ 
synchronization  with  anv  retail  electric  supplier  withouL^tenapproM^sajd^  I 

of  the  requirements  under  subdivision  (1)  of  subsection?  of  this  sectionjiavebeen  met.  Fora 
customer  who  violates  this  provision,  a supplier  maj  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and_tenrnnatg^dc^ 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1 . This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate  as  described  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility”  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3 .The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900,  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 
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5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
com munity  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
community-solar  rate  pe r kj lowatt  hour  determined  by  the  commission.  The  commission  shal I 
determine  the  value  of  bill  credits  per  kilowatt : hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  includ  i ng  but  not  limited  to  ene  rgy  value,  generation  value,  environ  me  nta  I value, 
trans m ission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  com  muni  tv  solar  bill  credits  shal  I be  used  to  reduce 
the  customer’s  total  bi II.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
opt i on  to  lock  in  the  current  value-of-comm u n ity-sola r rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  a llow  electrica I corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
includ  i n « a reservation  system,  to  a I low  potential  commu  n ity  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provide  options, 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created _u nder 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section , shall  be  i nvalid  and  void- 

386. 1000.  1.  For  all  tax  years  beginning  on  or  after  January  1,201 6,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resou rce  project  shall  be  eligible  to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided 
in  sections  143.191  to  143.265,  in  an  amount  eq  u a I to  thirty-five  percent  of  the  total  cost  and 
expenses  of  the  project.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing 
electrical  energy  from  a clean  energy  resource  as  defined  i n section  386.900  or  other  technology 
eligible  for  net  metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to 
taxation  of  income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible 
for  the  clean  energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the 
production  of  a clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible 
property  if  such  property  is  used  as  an  integral  part  of  the  clean  energy  resource  project 
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installation,  and  shall  include  costs  and  expenses  allowable  with  respect  to  depreciation  or 
amortization  in  lien  of  depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the 
state  tax  credit,  shall  not  exceed  three  dollars  per  watt  measured  in  direct  current  for  soIm 
photovoltaic  projects  and  an  equivalent  amount  for  other  clean  energy 

resource  projects  measured  in  alternating  current.  If  the  total  project  costs  exceed  three  dollars 
per  watt,  the  basis  eligible  for  the  state  tax  credit  shall  nonetheless  be  limited  to  three  dollars  per 
watt. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credjts_pr^ide^ 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  i nstalled  using  tax  credits  underthjs 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand jnegawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annually  shall 
not  exceed  fifty  million  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amount  of  the 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 

i ncreased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by^theJLLS, 
Department  of  Labor,  or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits 
offered  in  any  fiscal  year,  other  than  2017.  is  less  than  the  annual  statutory  cap  contained  .mUds 
section  then  the  cap  for  the  following  fiscal  year  shall  be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used,  however  in 
no  fiscal  year  shall  the  total  offered  be  greater  than  seventy  million  dollars.  The  provisions_of 
this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit  authorized  by  thi_s 
section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating  current,  per 
project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean_energy 
resource  project  that  receives  a state  tax  credit  under  this  section  or  be  pe rm ittcd  to  jdai  m , 
transfer,  or  assign  any  tax  credit  under  this  section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contri butions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  c redit  to  and  place  i n the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subjectto 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  andsuch 
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balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  t he  Clean  Energy  Fund  shall  be  add e d to  such  account  a nd  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund . Any  unencumbered  monies 
in  the  f u nd  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  t he 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

5.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  cred its  to  the  department  of  economic  development.  Each  application  sha 1 1 be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stam ped,  shall  go  through  a lottery  process  to  determine  the  order  i n which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  w h i ch  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department,, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  applicati on  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  appjjcatjonto 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  ma intain  its  position  in  the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  EnergyJTmd  mitil 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economjpdevefopment 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future^years^jf 
applicable. 

6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shajj_bexeAlewed,by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  includes 
warranty  deed,  closing  statement  or  other  form  approved  by  the  departmentJProof  of  site 
c o ntrol  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  ary  interest^ 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  b a s i s_ej j_g_ib I e for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date^and  the  estimated 
project  complet ion  date; 
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(4)  The  application  deposit  required  under  subsection  5 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

7.  Ifan  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
appl ieation  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  i ntent  to  disapprove,  to  correct  any  deficiencies  in  t he  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  jn  this  section. 

8.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  appl ications  in  the  order  of  priority  established  under 
subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  subm itted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maxim utn  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

10.  Al I taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
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sha  1 1 then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  w hich 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

1 1 . For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  land  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

1 2.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shal I 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  i nclnde  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determ i n ing  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  depa rtment  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  cred it  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  precedi  ngyears 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chaptgjJ48_, 
except  for  sections  143.191  to  1 43 .265  for  the  succeed i ng  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  orassjgn 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights^ntainedjjithis 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department^ of 
economic  development  in  wri ting  within  thirty  calendar  days  following  the  effective  date  ot  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financjaUnsUMlon^ 
c red i ts  a uthorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  development  credits 
for  purposes  of  section  148.064. 

14.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  ofieligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  i n the  issuance  of  an  amount  of  tax  cred  its  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under_siibsections  8. or  9 
of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated _ jn_the_irutial  appl ication 
approval  letter  received  from  the  department  of  economic  development. 
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15.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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DEC  2 3 2015 

STATE  AUDITORS  Of?' 

Jason  Kander 

James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

Secretary  of  State 
State  of  Missouri 

Elections  Division 
(573)751-2301 

December  23,  2015 

/t  "115 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  30  (2016-195) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  S11"  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF . 
I 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

— o 

NAfofi 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.870,  386.900,  386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  k nown  and  may  be  cited  as  the  “Clean  Energy 
| ndependence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  purchase  and  install  electric  vehicle  charging  stations  intended  to 
recharge  electric  motor  vehicles,  provided  the  electricity  consumed  at  such  stations  is  partially 
powered  by  a clean  energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy 
credits,  as  defined  in  393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the 
retail  rates  charged  to  the  customers  of  any  such  electrical  corporation  by  more  than  one-half  of 
one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter]; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility’s 
single-hour  peak  load  during  the  previous  year,  after  which  [the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplier! other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1 ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generators  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s (Suppliers  shall  submit  I the  same]  an  annual_net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  (The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  (rural  electric  cooperative  or  municipal  utility  | shall | , 
within  nine  months  of  January  1 ,2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .|  J_0.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. | LL  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. | JJL  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 , This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  1 isted  in  paragraphs  (a)  through  (d)_of 
this  subdivision;  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 . 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which; 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b~>  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c^  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  pa  r a I lei  phase  an  d sy  nchronizat  ion  with  are  tail  electric 
supplier  and  has  been  approved  by  said  retail  electric_siippl]er; 

(e.'i  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  eneigy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection , and  reliability  standards 
established_byJbeJ^tioiiajJ31ectncal  Code,  the  National  Electrical  Safety  Code,  the  Instituted 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federaj^nej^yjjegiilatory 
Commission,  and  any  local  governing  authorities;  and 

Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  tlowof 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer: 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP”,  combined  heat  and  power  or  cogeneration  sYM^tt^lM^imLlItaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  systemwdth  ajiameplajexated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating^current. 


6 


/£  -/?5 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  mete ri ng".  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  mun icipal  util i tv  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utili tv  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity , interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonab le  i nterest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  i n the  following  manner: 
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( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator’s  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  duri ng  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
su pplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  suppl ied  by  the 
supplier  during  a billing  period,  the  customer-generator  shal I be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  vyith^ubdiyisjgn  (2)  of  subsection  3_of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  ata 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  bij I ing  period 
or  when  the  customer-generator  discon  nects  service  or  otherwise  terminates  the  net  mete  ring 
relationship  w ith  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supply  ing_electric 
energy  to  the  retail  electric  suppl ier,  at  the  option  of  the  retail  electric  supplier , the  credit  to  the 
customer-gene rator  may  be  provided  by  the  wholesale  generator. 

6.  < \ ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet.aU 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  b^Lany  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  anv  fee,  charge,  or  other  requirementjot  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unjessjthe 
fee,  charge,  or  other  requi rement  would  apply  to  sim ilarly  situated  customers  who  aye  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer^generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device_pr  feature  located 
ini  mmediate  proximity  to  the  customer-generator's  metering  equipmgntthat  would  allowa 
uti litv  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility  s electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  nndetysubdi vision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equi pment,  or  purchase  additional 

|j abi lity  i insurance  beyond  what  is  required  under  subdivision  (1  j of  this  subsection  and 
subsection  4 of  this  section: 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the_commission  fonpubjjc 
utilities  and  the  governing  body  for  other  utilities  shalE by  rule: 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shal I be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  d iagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 

thi rtv  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  w ithi n sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( I ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer- generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval . the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  un its  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  an d_ 

(3)  T he  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shal  I by  J une  1 ,2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  i ncl ude  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less. 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  u nder  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 

i nterconnection  request,  sim p le  procedures,  an d a brief  set  of  te rms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  suppl ier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  u nits  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  e I ectric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  i n a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the^pplieLtp_^mate_the 
total  generation  output  from  all  customer-owned  generation  for  eac h rate  class  for  the  twelve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  hilling  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occ ur  due  to  customer-ow ned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  anyycostSj 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raisejh^etaiLrates 
charged  to  the  customers  of  any  such  electrical  corporation  by  an  average  of  more  than  one 
percent  in  any  year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  oj  net 
metering  except  as  provided  in  subsection  3 of  this  section. 


15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  paralleLphase  and 
synchronization  with  anv  retail  electric  supplier  without  written  approval^yMd_supplier  that  a_U 
of  the  requirements  under  su bdivision  ( I ) of  su bsection  7 of  this  section  havebeen  met.  For  a 
customer  w ho  violates  this  provision,  a suppl ier  may  im mediately  and  without  notice  disconnejct 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service. 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  T he  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  l.This  section  shall  be  known  and  may  be  cited  as  the  “Community  Solar  Act.” 

2,  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate  as  descri bed  in 
subsection  5 of  this  section.  For  purposes  of  this  section,  a “community  solar  facility"  is  a 
photovoltaic  electric  generation  facility  with  a capacity  of  between  one  hundred  and  one 
thousand  kilowatts,  measured  in  alternating  current,  that  allows  five  or  more  customers  of  an 
electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
vv i t h i n the  Missouri  service  territory  of  the  electrical  corporat ion  where  such  customers  have  one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation  is  as 
defined  in  386.020. 

3,  T he  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-w ide  net  meteri ng  cap  defined  in 
subsection  3 of  section  386.900.  El ectrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expe nses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  a ggregate  capacity  cap  above 
four  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4,  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  faci  1 i tat  ion 
of  b ill  credits  as  provided  in  subsection  5 of  this  section. 
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5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  com  muni  tv  solar  facil  i ty  at  the  direction  of  the 
community  solar  facili ty  owner  or  operator.  Allocated  bi II  credits  shall  be  set  at  a value-of- 
community-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  t he  v a lue  of  bill  credits  pe r kilow att  hour  taking  into  cons i deration  costs  and  be nefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value, 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce 
the  customer’s  total  bill.  When  a community  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commissi  on  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 

i ncluding  a reservation  system,  to  allow  potentia I community  solar  fac i I i ty  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  3 of  th i s section;  and  provide  options, 
w hich  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies_with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028^  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  asseinbjy 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a ruljeare 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void . 

386.1000.  1 For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer_incurnng  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shal l_be  eligible, to  receive  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholdjng_oHjA^JJ^^ 
in  sections  143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  costand 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shajL not 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  determjned  insubsection  4 of 
this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credjt^royj^djnjhjs 
section  have  cumulatively  resulted  in  the  installation  of  one  thousand  megavvidtSjjTieasured  in 
alternating  current,  of  additional  clean  energy  generation  resources  installedjisingJjPLcredjts 
under  this  section  and  shall  notify  the  governor,  the  general^MgtI!b!y^th^lkblic^nd^Mh 
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taxpayer  that  submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the 
authorization  to  issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
u nder  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a 
clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141 , or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electric ity  and  corresponding  reve nues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  ot  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund . Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
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the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed  ^andsuch 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accruesjipon  the  moneys 
in  any  account  vy i t hi n the  Clean  Energy  Fun d shall  be  added  to  such  account  and  sha II  not  be 
credited  to  the  general  revenue  fund , 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shal I be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  undeLthjssectiojL 

7.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  appljcMiojLshalLbe 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the^ldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same_dM^thajarenot 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  orderjnjwhich^uch 
applications  shall  be  reviewed . Each  app lication  shall  include  a two  cent  per  watt,  measu red  i n 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy_F_und^_The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  Jo  half  of  e_ach 
application  deposit,  which  shall  not  be  subject  to  refund .and_sha.ll  not  exceecjone  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  tifty  dollars  for  all  oth^rtaxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  departmAnl_oLeconomic 
development  disapproves  the  project.  The  application  depositj>hall  be  retained  in  the  Clean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refundofthe application 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  sha|UMSg_^h^^licatiog ito 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the 
application  q ueue.the  application  deposit  shall  be  retained  in  the_CLean  Energy  Fundjmtj! 
completion  of  the  project.  At  least  once  per  quarter,  the  departmentofeconom^ 

shall  publish  a list  identifying  the  amount  of  tax  credits  receivjngjnitial  approval.and_fmal 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for_f_uture  yearsjf 
applicable. 

8 . Each  application  for  initial  approval  of  the  tax  credit  undejJ,his^ectionshall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission . In  ordei  to  receive 
consideration,  an  application  must  include: 

( I)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  thaLthe 
taxpayer  is  the  fee  simple  owner  of  the  eligi  ble  property . Such  evidence  mayjnchidea 
warranty  deed,  closing  statement  or  other  form  approved  byjhe  department.  Proofofsite 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest! 

(2)  Design  plans  for  the  clean  energy  resource  project,, including  one-line  diagrams_stampgd 
bv  a professional  engineer,  when  appji cable; 
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(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approval s shall  be  granted  to  appl ications  in  the  order  of  priority  established  under 
subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  gra nts  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  noaddi  tional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposi t with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
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completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section , the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  w ith  subsections  1 , 3 and 
5 within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  publ ic  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the, department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  within  thirty  days  of  receivin g the  final  approval  application.  The  taxpayer  shal | attach 
the  certificate  to  all  Missouri  income  tax  returns  on  which  the  credit  is  claimed^  Thedepartment 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service, thg 
amount  that  exceeds  the  state  tax  liability  may  be  carri ed  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to_chapter  143  and_chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  u ntil  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credjtsjmygransfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  right^pntajned  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department^ 
economic  development  in  writing  within  thirty  calendar  days  following  the  effectivedatg^Hhe 
transfer  and  shall  provide  anv  information  as  may  be  required_by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section  J"br_financial  institutions, 
c re  d its  authorized  pursu  ant  to  this  section  shall  be  dee  med  to  be  economicjJevel  op  mentcredits 
for  purposes  of  section  148.064. 

1 6.  Except  as  expressly  provided  in  this  section,  tax  credit  certificatesjshaLl  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  i ncurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  cred its  j n 
excess  of  the  amount  provided  under  such  taxpayer's  approval  gi^ted^dexsiiM^o»l^QL^ 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuanceot  tax  credits  i n an 
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amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  29  (2016-194) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF _ 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 , 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


lb  -nf 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.900  and  386.1000  are  enacted 
to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shal I be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shal  I be  known  and  may  be  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  |municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter!; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  |the  commission  for  a public  utility 
or | the  governing  body  for  the  supplierlother  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  tor 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u]Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer- generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 


3 


(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  |the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

(1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  | The  commission  shall,  within  nine  months  of  January  1,2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility  | shall |, 
within  nine  months  of  January  1 , 2008,|  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 ,|  10,  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 1 2. | LLThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13,  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. | 14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. 1 15,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  f uel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter: 

(2)  "Clean  energy  resource”,  electrical  energy  produced  from: 

(a)  Wind: 
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(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own^lectrjcaLenergy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliabi|jt\LStandards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code , the  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Enej^  Regulatory 
Commission,  and  any  local  govern i ng  authorities;  an d 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interruptsjhe  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer: 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP’.  combined  heat,  and  power  or  cogeneration  svstemsjhalsimiiltaneously 
generate  electricity  and  thermal  energy  in  a single  integrated ^ysteni^th  a_nan^ 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  injdtemann^uri^t; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilow^hoursdelivered_by_a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  thej»upplier  to 
the  customer-generator  over  a single  bill i ng  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference,  bet  ween  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electricjmpplier  and  the  eLgctrical 
energy  supplied  by  the  customer-generator  to  the  retail  electricjjupplier  ovejydte_aj)plicable 
billing  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provi des  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  uti  1 i ty_^s 

si  ngle-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  uti  I ity  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  appl ication  for  interconnection  if  the  total  rated 
generating  capaci tv  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  eq uals  or  exceeds  two  percen t of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  [n  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  stand  by , capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherw ise  be  cha rged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availabil ity  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer- generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator’s  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment . unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  on  I y customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  bill i ng  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  ei ther  by  employing  a single , bj directional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multi  pie 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 
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(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  (he  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 

class; 

(3)  If  the  electricity  generated  by  thee  ustomer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billi ng  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  c red i ted  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  crediUojthe 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  establishgdJ)VL4nyJocai 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation . No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  notjsf)gc ifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers jvho  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a^ustomer-generator^ 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  featur^located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  thajwmildjdlowa 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  thejmljty^electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  sta ndards 
and  rules  under  subdivision  m of  this  subsection  shall  not  be,regujj^_Loin^aliaddLtiQ.nal 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchasejtddjtionM 

I lability  insurance  beyond  what  is  required  under  subdivision  (1)  of  thjssubsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  foLpubljc 
utilities  and  the  governing  body  for  other  utilities  shall, Joy  rule: 

fa)  Set  forth  safety,  performance,  and  reliability  standards  and  repuj rements;  and 

(h)  Establish  the  qualifications  for  exemption  from  a reciuirement  to  install  additional  controls, 
perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability. 
insurance. 

7.  ( i ) Applications  by  a customer-generator  for  interconnection  of^  qiialilied  electric^eiLergy 
generation  unit  meeting  the  requirements  of  subdivisimij4jj^uMggtion  2jyt  this_section  to  the 
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distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  | imited  to  a wiring  diagram  and  specifications  for  the 
generating  un it,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  ot  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  q ualified  generation  u nit  to  the  sup plier’s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  intercon nection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upo n the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  includi ng  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  esti mated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 ,2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simp le  procedures,  and  a brief  set  of  terms  an d con ditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  r u lemaking  a uthority  and  any  rule  proposed  or  adopted  after  Ju ne  1 , 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
intercon  nection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions, 

I 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


9 


12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407,720.  The  attorney  general  shal  1 have  the  authori tv  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  an d appropriate  actions. 

14.  Any  costs  incurred  under  this  section  by  a retail  electric  supplier  shall  be  recoverable  in  that 
uti I ity's  rate  structure. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  suppljerthataLl 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 

c ustomer  who  violates  this  provision , a supplier  may  immedi ately  and  without  notice  disconnect 
the  electric  facilities  of  said  customer  and  terminate  said  customer’s  electric  service, 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generaljon^iiiit_gf 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liablelor_any_damag_e_s 
to  pro perty  or  person  caused  by  the  electric  ge neration  unit  of  a customer-generator. 

386.1000.  I . For  all  tax  years  beginning  on  or  after  January  1 , 20161any_taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligiblejjjrecei  vea 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liabjjjtyjncurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withhoj ding  of  tax  as  provided 
in  sections  143.191  to  143.265.  in  an  amount  eq ual  to  thirty-five  pe rcent  of  t he  total  cost  and 
expenses  of  the  project.  “Clean  energy  resource  project”  shall  be  defined  as  a proiect^roducing 
e 1 e c t ri  c a I energy  from  a clean  energy  resource  as  defined  in  section  386.900  or  other  technology 
eligible  for  net  metering  as  defined  in  386.900.  A “taxpayer”  shall  meananyentjty  subjectto 
taxation  of  income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basjselj&ible 
for  the  clean  energy  tax  credit  shall  include,_bufjioLb6ji.niitgd_toI_gxpenses  necessaty  for  thg 
production  of  a clean  energy  resource  project  that  is  tangible  personaLeroperty , or  othejitangible 
property  if  such  property  is  used  as  an  integral  part  of  the  cjean  energy  resour^ejjroject 
installation,  and  shall  include  costs  and  expenses  allowable  with  j^g^cUo^^eciMionor 
amortization  in  lieu  of  depreciation.  The  maximum  cost  basis,  for  t|tej3urposg_otTMculatiiig  the 
state  tax  credit,  shall  not  exceed  three  dollars  per  watt  measured  i n direct  current  for_sojar 
photovoltaic  projects  and  an  equivalent  amount  for  other  clean  energy 
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resource  projects  measured  in  alternating  current.  If  the  total  project  costs  exceed  three  dollars 
per  watt,  the  basis  eligible  for  the  state  tax  credit  shall  nonetheless  be  limited  to  three  dollars  per 
watt. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  I imit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annually  shall 
not  exceed  fifty  million  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amount  of  the 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  i ndex  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency.  If  the  amou nt  of  the  clean  energy  tax  credits 

off e red  in  any  fiscal  year,  other  than  2017,  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  cap  for  the  following  fiscal  year  shall  be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used,  however  in 
no  fiscal  year  shall  the  total  offered  be  greater  than  seventy  million  dollars.  The  provisions  of 
this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit  authorized  by  this 
section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating  current,  per 
project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean  energy 
resource  project  that  re ce ives  a state  tax  credit  u nder  this  section  or  be  permitted  to  claim, 
transfer,  or  assign  any  tax  credit  under  this  section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gi fts,  contributions,  grants,  or  beq nests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  appl ication  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  wi thi n the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  thi s secti on  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

5.  To  obtain  initial  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
reviewed  in  the  order  of  the  date  on  which  the  application  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped . shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternati n g current . application  deposit,  w hich  shall  be  deposited  in  the  Clean  Ene rgy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of. each 
application  deposit,  which  shal  I not  be  subject  to  refund  and  shall  not  exceed  one  hundrgddol  I a rs 
for  residential  taxpayers  and  two  hundred  and  Fifty  dollars  for  all  othe r taxpayers ._S uch 
application  deposit,  except  the  portion  retained  for  administration  purposes  b^hedepajlmenl, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  departimtlofecmimiiic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained. in_the_Cjean 
Energy  Fund  if  the  application  is  withdrawn  by  the  taxpayer  or  the  project  is  not_conip]eted 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund^th^applicatjon 
deposit:  however,  any  refunds  of  the  deposit  for  an  application  shall  cause  such  application,  to 
lose  its  spot  in  the  application  queue.  If  the  taxpayer  wants  to  maintain  its  positionJnJhe 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean_Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic  development 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  final 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  futu re  years,  if 
applicable. 

6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidencejuayjncl udea 
warranty  deed , closing  statement  or  other  form  approved Mlhe  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest, 

(2)  Design  plans  for  the  clean  energy  resource  project,  includLng^n^LnejIiagram^tarnped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  includedjn  the  cost  basis  eligible  for  thejax 

c redit.  the  local  electric  utility  provider,  the  estimated  pro jeclstart  date.jmdjhe^st i mated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  5 of  this  sect[onJ_to_be  depositedjnjiie 
Clean  Energy  Fund:  and 


12 


ib~m 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

7.  If  an  application  is  removed  from  the  review  process,  the  department  of  economic 
development  shall  notify  the  taxpayer  in  writing  of  the  decision  of  its  intent  to  disapprove, 
including  the  reasons  for  intending  to  disapprove,  and  to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days  of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  the  initial  application  without 
losing  its  priority  before  becoming  disapproved.  A disapproved  application,  which  is  removed 
from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new  submission  for 
purposes  of  the  priority  procedures  described  in  this  section. 

8.  If  the  department  of  economic  development  deems  the  initial  application  sufficient,  the 
taxpayer  shall  be  notified  in  writi ng  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  forty-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  of  priority  established  under 
subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  approval  shall  be  notified  by 
the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  T he 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

10.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certifi cation  from  a local  perm itti ng  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
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notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  app lication  for  the  project. 

1 1 . For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  land  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

12.  To  claim  the  tax  credi t authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  d etermine  the  total  amount  of  eligible  costs  for  t he  clean 
ene  rgv  resource  project.  The  taxpayer’s  final  ap  prova I app  I ication  shall  inc  I ude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  w hich  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  w ith in  thirty  days  of  receiv i ng  the  final  approval  application.  T he  taxpayer  shall  attach 
the  certificate  to  all  Missouri  income  tax  returns  on  wh i ch  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  ta_x 
credit  to  which  a credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  precedi ngjygars 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  js 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer^sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the_department  of 
economic  development  in  writing  within  thirty  calendar  days  followi  ng  the  effective  dateoft  he 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
devel  opment  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  insti  tut  ions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  develojjmgntjngdjts 
for  purposes  of  section  148.064. 

1 4.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  w hich  the  clean  energy  resource  project  is  compl  eted.  In  the  event  the  amoimlofeli  gible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  8 or  9 
of  this  section . such  taxpayer  may  not  apply  to  the  department  for  issuance^  tax  credits jnjtn 

a mount  equal  to  such  excess  an  d shall  be  limited  to  the  amount  allocatedjn  the  initial  .application 
approval  letter  received  from  the  department  of  economic  deveUtpment. 

15.  The  department  shall  promulgate  rules  necessary  to  adminjsteribe  provisionsof  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
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under  the  authority  delegated  in  th is  section  shall  become  effective  only  if  it  compli es  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayment  provisions 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  to  have  used  fraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800  to  135.830. 
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received 

dec  2 3 2015 

Jason  Kander 

STATE  AUDITORS  OFF!,'- 

James  C.  Kirkpatrick 

Secretary  of  State 

Elections  Division 

State  Information  Center 
(573)751-4936 

December  23,  2015 

State  of  Missouri 

(573)751-2301 

/4  -/?> 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  3 86,  version  28  (20 1 6- 1 93 ) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  ofSl.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  mymame 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


V. 

PI 

< 
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STATE  OF  MISSOURI,  COUNTY  OF . 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 


DATE 

SIGNED 


REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 


ZIP 

CODE 


CONGR. 

DIST. 


NAME 

(Printed  or  Typed) 


10. 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 

FURTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of A D-  201 ' 

Notary  Public  (Seal)  

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


/£-/?? 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.900,  386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  may  be  cited  as  the  “Clean  Energy 
I ndependence  and  Investment  Act  of  2016”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter]; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  (the  commission  for  a public  utility 
or | the  governing  body  for  the  supplierl other  electric  utilitiesl  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator,  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator’s  existing  meter  equipment  does  not  meet  these  requirements  or  it  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator’s  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplier! other  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 


3 


(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 ot  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generators  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  ot 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  |the  samel  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  [The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  |rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008,1  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .|  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 1 2. | JUL  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier’s 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.  | J4.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | J_5.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

( f)  Other  sources  of  energy  that  become  avai (able  after  January  1 ,2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the^tg^LMlssouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

fa)  Is  powered  bv  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatt^ 
measured  i n alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer: 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  vyith^j^il^electric 
supplier  and  has  been  approved  by  said  retail  electric  su ppl ieri 

Te)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-gen^or^wj^lectrical [energy 
requirements; 

(fi  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  ElectricaLMety^gd^ 

Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  FederajJEnergy  Regulatory 
Commission,  and  anv  local  governing  authorities;_and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  andlnterrupts  theflow^f 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer^ 
generator  is  interrupted; 

(5)  "Department",  the  department  of  economic  development; 

(6)  “Micro  CHP”.  combined  heat  and  power  or  cogeneration  systems  jhMsitmdtaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  altemati ng  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed m kjj^  byjt 

nistomer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a s ingle  billing  period ; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  ejectric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electn^iyjpMLoygLlbe  applicable 
billing  period; 
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(9)  "Retail  electric  supplier"  or  "suppl ier",  any  municipal  utili ty  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

Cl ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hou r peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retai  1 
electric  supplier  shall  be  requi red  to  approve  any  ap plication  for  interconnection  if  the  total  rated 
generating  capacity  of  all  appl ications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  t he  customer  were  not  an  eligible  customer-generator  bu t shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  mete ri ng  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  or  governing  body  determines  the  customer-generator 
is  the  only  customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for 
reasonably  incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs 
may  be  initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section , the  net  electrical  energy  measurement  shall  be 
calculated  i n the  following  man ner: 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


7 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  d u ring  a billi  ng  pe  ri  od.  the  customer-generator  shall  be  b i I led  for  the  net  electricity 
suppl ied  hv  the  supplier  in  accordance  with  normal  practices  for  custoniers  in  the_same  rate 

class; 

(3)  If  the  electrici tv  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billedjfortheappi^riate 
customer  charges  for  that  billing  period  in  accordance  with  subdmsionX21oLsu bsection  3 of  th i s 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credjtedjit  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  jn  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this_subsection  shal I 
expi  re  without  anv  compensation  at  the  earlier  of  either  the  next  subsequent ; .MarohbiLling  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  thej}et_meten_ng 
relationship  with  the  supplier; 

(5)  For  anv  municipal  utility,  upon  agreement  of  the  whol esale  generator  supp lying  electric 
energy  to  the  retail  electric  supplier,  at  the  optipnofthe  rejail^tric^upplier,  the  credUtothe 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a custome^generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards_established  by_any  local 
code  authorities,  the  National  Electrical  Code,  the  NatLonajJlLectrical  Safety  Code,  the  Institute 
nf  F.leetrieal  and  Electronics  Engineers,  and  Undenynter^Uborato 
generation.  No  supplier  shall  impose  any  fee,  charge^or  other_requirement  not  specifically 
antjinriyeH  hy  this  section  or  the  rules  promulgated  under  subsection  9_of  this  section  unjess_the 
fee,  charge , or  other  requirement  would  apply  to  sMiMlyJiituatedjm^ 

rngfomer- generators,  except  that  a retail  electric^upplier  may  require  that  a aistomer-generatoi  s 
system  contain  a switch,  circuit  breaker,  fuse^or  other_easily_accessible  deyic_e_3)r  feature  located 
in  immediate  proximity  to  the  customer-generatofs  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  andjnstantly  disconnect  the  unit  from,  the  utility's  electric 

distribution  system; 

(2)  For  sv sterna  nf  ten  kilowatts  or  less,  a customer-generatoLwhose  system  meetsjhe  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to_i.Lstall  additional 
controls,  perform  nr  pay  for  additional  tests  or  distnbu^ 
liability  insurance  beyond  what  is  requiredjm^r^uMiyMQ^^ 
subsection  4 of  this  section; 

For  customer-generator  systems  of  greatjMjhjmie^^^ 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule- 

fa)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements^  and 

(b)  F^hli.h  the  qualifications  for  exemption  from  a requirement  to_ install  additional  controls, 
perform  or  pav  for  additional  tests  or  distribution  equipment^or  purchase  additional  liability 

insurance. 

7.  (1)  Applications  bv  a enstomer-generatorjor  interconnection  ofa  qualified  ejectric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2of  this  sectionjqjhe 
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distrib iition  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  a nd  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  i nterconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
Qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  theretail  electric  supplier  and  the  customer- generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  suppliers  shall  submit  the  same  report  to  their  respective  governing 
body  and  make  said  report  available  to  a customer  of  the  supplier  upon  request,  including  the 
following  information  for  the  previous  calendar  year: 

( 1 ) The  total  num ber  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1, 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule. 
as  that  term  is  defined  in  section  536,010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  al I of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
andjf  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 . 2017,  shall  be 
invalid  and  void. 

JQJhe_gpverni ng  body  of  a municipal  utility  shall  by  June  1 . 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
mtereonngc t i o n request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
sjiajjJiave  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 
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j?_The  estimated  generating  capacity  of  all  net  metering  systems  operatingjind^thejxc^oi^ 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly,. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  besnbjecLtp 
the  provisions  of  sections  407.700  to  407,720.  The  attorney  general  shall  have  the_authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sel lers  of  qualified  electric  generation  units.  Any  interested  person 
w hn  helieves  that  the  seller  of  any  electric  generation  unit  is  nnsrepreseiitingjhe  safety_or 
performance  standards  of  anv  such  systems,  or  who  believes  that  any  e!.e_c^tnc_geneMLQD  d nit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  generaj^who  shall 
be  authorized  to  investigate  such  claims  and  take  anv  necessary  and  appropriate  actions. 

1 4.  Any  costs  incurred  under  this  section  by  a retail  electric  supplier  shtdjJje^rec^oyerabjgjiLthat 
util itv's  rate  structu re. 

15.  No  customer  shall  connect  or  operate  an  electric  generation  unjUn^arallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  writteiijytproyaL by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  thisj>ection  have  been  met.  For  a 
customer  who  violates  this  provision,  a supplier  may  immediately  and  without.notice  discojinegt 
the  electric  facilities  of  said  customer  and  terminate  said  customer  s electric  service^ 


16.  The  manufacturer  of  anv  electric  generation  unit  us^byA^st^ej^nej^jLmayJteJidd 
liable  for  anv  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 

a customer-generator. 

17,  The  seller,  installer,  or  manufacturer  of  any  electric  generation ^^ilwhgjcnoMngly 
misrepresents  the  safety  aspects  of  an  electric  generationjtnit  may  be  held  JjablcfoLany  damages 
to  property  or  person  caused  by  the  electric  generationunit  oFcLCiistomgr^enerator. 

186  Qin.  1 . This  section  shall  be  knownand  maybe  cited. as  the  “Community  Solar  Act, 

^Within  thirty  davs  of  enactment  of  this  section,  the  commissio_n_shalLopen  adocket  and  by 
August  1 . 2017.  the  commission  shall  adopt  rules  andj^ulajlgn^U^ 

participate  in  community  solar  facilities  ands^^lue-of-communityrgolagatg^s descnbgdjn 
subsection  5 of  this  section.  For  purposes  of  this  section^  “commumty_sglar  fac dity”i s a 
photovoltaic  electric  generation  facility  with^capacjty^tbetwee^ 
thousand  kilowatts,  measured  in  alternating^umni^thatallgwsfi^ 

electrical  corporation  to  offset  their  energy  usage  with  solar  energy  and  such  facility  is  located 
within  the  Missouri  service  territory  of  the  electrical  corporation  where_such  customers  have_one 
or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electncajcorporation  is^as 

defined  in  386.020. 

3 The  aggregated  capacity  of  community  so]ar  facilities  located  in  thejerritory  of  each 
individual  electrical  corporation  sMHjlQLbe^reater  dtjmfouu^c^icrf  theelectrical 
corporation's  single-hour  peak  load  during.the  previous_calendaryear,  and  such  capacity  ot 
community  solar  facilities  shall  not  cpunt  towarls  the_system-wide_net  metering  cap_defmed  m 
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subsection  3 of  section  3 86.900.  Electrical  corporations  shal I be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  the  four  percent  aggregate  cap  is  reached  for  com munity  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  com m ission  may  increase  the  aggregate  capacity  cap  above 
fo ur  percent.  The  commission  shall  consider  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4Jp_r  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation , the  energy  generated  by  such  communi tv  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bil I credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  communi ty  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a value-of- 
comm u nity-solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall 
determine  the  value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits 
of  solar  energy  including  but  not  limited  to  energy  value,  generation  value,  environmental  value. 
transmission  and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and 
other  grid  benefit  value,  but  such  bi  1 1 credits  shall  not  be  less  than  the  electrical  corporation's 
average  retail  rate.  The  value  of  allocated  community  solar  bi II  credits  shall  be  used  to  reduce 
the  customer’s  total  b M],  When  a commu n i ty  solar  facility  is  placed  in  service  it  shall  have  the 
option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty  years. 

6.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public  utility  as 
detined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or  operator 
who  is  an  electrical  corporation. 

7.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
tojleyelop  projects  within  the  capacity  limits  in  subsection  3 of  this  section;  and  provide  options, 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

8.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under 
the  authority  delegated  i n this  section  shall  become  effective  only  if  it  co mplies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028. Jhjssectjon 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vestecTwith  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  djsMmQy^ndAnn^ 
subsequently  held  unconstitutional,  then  the  grant  of  rulemakinRauthority  and^ny^ml^roE^d 
nr  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  J anuary  1,2016 , any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  be  eligible  to  receive.  a 
tax  credit,  referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liabili_tyjncurred 
pursuant  to  chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of.tax_as  provided 
in  sections  143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the_totaj  cost_and 
expenses  of  the  project.  The  total  amount  of  clean  energy  tax  credits  offeredjtnnuaLly^alJjigt 
exceed  one  percent  of  the  value  of  electricity  used  in  Missouri  as  .determined  in_subsectjgn_4  of 

this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provi ded  in  this 
section  have  cumulatively  resulted  i n the  installation  of  one  thousand  megawatts,  measuredjn 
alternating  current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits 
under  this  section  and  shall  notify  the  governor,  the  general  assembJx^he^ub^ 

taxpayer  that  submits  an  application  for  a tax  credit  undgLthis  section  pnce^he_onejhousaild 
megawatt  limit  has  been  reached.  After  such  certification,  but  no  later  than  June  30,  2022,  t he 
authorization  to  issue  additional  clean  energyJax^edij^halJ^unseL 

3,  “Clean  energy  resource  project”  shall  be  defined  as  a proje^  producing  ele_ctricalenergy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  meanany  entity_siibjecLto  taxatLon ofmcome 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  clean 
energy  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production ofa 
clean  energy  resource  project  that  is  tangible  personal  property.orotheL tangible  property  il  such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall 
include  costs  and  expenses  allowable  with  respect  ^depreciation  oxamortization  in  lieu  of 
depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credi Lsha  1 1 
not  exceed  three  dollars  per  watt  measuredjnd  irect  current  for  solar  photovoltaic  promts  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current  1 1 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shajl 

nonetheless  he  limited  to  three  dollars  per  watt, 

4 For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  a^Mined  in  38M90 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  hv  the  commission  based  on  available  reports,  including  FERC  Form  Number  las 
al[0,ved  byi«rrp  § I41nr  an  equivalent  as  determined  bythe  commission,  of  m_egawatt  hours 
sales  of  retai  1 electricity  and  corresponding  revenues  for  the  precedi ng  year  or  most  current 
reporting  period  as  determined  hv  the  commission.  The  commission  shall  publish  the  value_of 
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electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  forty-five  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  apply  for  and  receive  the  credit 
authorized  by  this  section  only  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasu ry  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a resu It  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  t hi s section  shall  be  kept  separate  from  the  ge neral  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shal I be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  initial  approval  for  tax  cred its  allowed  under  this  section,  a taxpayer  shall  submit  a n 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shal  I be 
reviewed  in  the  order  of  the  date  on  which  the  appl ication  was  received,  with  the  oldest  received 
date  receiving  highest  priority  in  the  queue.  Applications  received  on  the  same  day,  that  are  not 
time-stamped,  shall  go  through  a lottery  process  to  determine  the  order  in  which  such 
applications  shall  be  reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in 
alternating  current,  application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  The 
department  may  retain,  for  the  purposes  of  administering  this  section,  up  to  half  of  each 
application  deposit,  which  shall  not  be  subject  to  refund  and  shall  not  exceed  one  hundred  dollars 
for  residential  taxpayers  and  two  hundred  and  fifty  dollars  for  all  other  taxpayers.  Such 
application  deposit,  except  the  portion  retained  for  administration  purposes  by  the  department, 
shall  be  refunded  at  completion  of  the  project  or  in  the  event  the  department  of  economic 
development  disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean 
Energy  Fund  if  the  appl  ication  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed 
within  the  time  specified  under  this  section.  The  taxpayer  may  request  a refund  of  the  application 
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deposit;  however,  any  refunds  of  the  deposit  for  an  application  shall  causejmch  ,afii?l_jcation_to 
lose  its  spot  in  the  application  queue.  If  t he  taxpaye r wants  to  maintain  its  position  in _the 
application  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  until 
completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economjc^levglojMriem 
shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval  and  fi nal 
approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thi rty  days  of  its  submission . In  order  to  receive 
consideration . an  application  must  i nclude: 

(1)  Proof  of  ownership  or  site  control . Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include^ 
warranty  deed,  closing  statement  orotherform  approved  by  the  department.  Proofofsjtg 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  dia^ajTts^lajriped 
by  a professional  engi neer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  costbasiseligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date^n^iheestimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  jnjhe 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  developrnenLmiiyLrea^n^bly 
require  to  review  the  project  for  approvaL 

QJfaiyapplication  is  removed  from  the  review  process,  the  d^MiimtjPL^OQMniQ 
development  shall  notify  the  taxpayer  in  writing  of  the  decisionofits  [nlentjo^iMPproAg^ 
i n c[ud ing  the  reasons  for  intendi ng  to  di sapprove,  an d to  remove  such  application  from  the 
application  queue.  The  taxpayer  shall  have  one  opportunity,  not  to  exceed  fifteen  days_of 
notification  of  intent  to  disapprove,  to  correct  any  deficiencies  in  thgimtiaUpplication_witli^ 
losing  its  priority  before  becoming  disapproved.  A disapproveljutpli^Lcm^lfl^iM^oved 
from  the  review  process,  may  be  resubmitted,  but_^^l_^e_deem_ed3o_be_a_n_ew_submissign_for 
purposes  of  the  priority  procedure_s__described  in  this  section. 

10.  [f  the  department  of  economic  development  deems  the  irhtial  applicatioiLSufficient.  the 
taxpayer  shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance 
with  this  section  within  fortv-five  days  of  the  date  the  department  received  the  initial  application. 
Such  approvals  shall  be  granted  to  applications  in  the  order  ofjyriority  established_uilder 
subsection  7 of  this  section. 

1 1 , In  the  eve  n t that  the  department  of  econom  ic  development  granjsjtpproy  al  for  tax_c  red  its 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted^! I tax payers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submjttedjfor  approval, shall  be  notified  by 
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the  department  of  economic  development  that  the  maximum  amount  of  credits  authorized  for  the 
program  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shal I complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shal  I incl  ude 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available,  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development,  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

1 3.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 , 3 and 
5 within  calendar  year  2016  s hall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section , a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accou ntant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  postal  or  electronic  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit 
certificate  with  in  thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  sha  1 1 attach 
the  certificate  to  all  Missouri  i ncome  tax  returns  on  which  the  credit  is  claimed.  The  department 
of  economic  development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax 
credit  to  which  a credit  cl  a i mant  is  entitled  pursuant  to  this  section. 

j_5.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
I iability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
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amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapteM43mid  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit js 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  selLoLassign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  jjghts  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  followingJhe_effectivjgjiate  of  the 
transfer  and  shall  provide  any  informati on  as  may  be  required  by  the, department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  For  financial  institutions, 
credits  authorized  pursuant  to  this  section  shall  be  deemed  to  be  economic  developmentcredits 
for  purposes  of  section  148 .064. 

16.  Except  as  expressly  provided  i n this  section,  tax  credit  certificates_shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed ^ln  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  ot  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approvaLgranted  under  subsections  1 0 or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the .department jbMSguance_gf  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  th^airiounLalJ.Q^gjLuLt.h^nitial_appjication 
approval  letter  received  from  the  department  of  econonnc  development. 

17,  The  department  shall  promulgate  rules  necessary  to  admjnjstgLthe  provisions  o_i  the 
section  Anv  rule  or  portion  of  a rule,  as  that  term  is  defingdjnsertjmj^ 

under  the  authority'  delegated  in  this  section  shall  become  effect  iyg_only  if  it_compljes^vith  and  is 
subject  to  all  of  the  provisions  of  chapter  536.  Such  rules  may  include  repayingnt^mddoiis 
necessary  to  recover  tax  credit  benefits  from  taxpayers  found  t^hayeji^(Uraud  or 
misrepresentations  of  fact  on  applications,  and  other  anti-fraud  and  compliance  measures  as  may 
be  required  by  the  department  and  the  provisions  of  sections  135.800_to  1 35.830. 
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James  C.  Kirkpatrick 
State  Information  Center 
1573) 751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751-2301 


December  23,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Rte'CSiVED 

DEC  2 3 2015 

STATE  AUDITORS  office 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  statutory  amendment  to 

Chapters  196  & 210,  version  3 (2016-192) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Bradley  Ketcher  on  December  22,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  S1*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and 


the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


trTsL.. 

r.  j 


CIRCULATOR’S  AFFIDAVIT 


3 

rn 


STATE  OF  MISSOURI,  COUNTY  OF . 
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being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Aaa**ppc-  of  Mntan/  fStrppt  Citv  State  & ZiD  Code) 
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it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  196.1131  is  enacted  and  Sections  196.1003,  210.170,  210.171  and  210.172  ol  the 
Revised  Statues  of  Missouri  are  amended  to  read  as  follows: 

196.1131.  1 . For  the  sole  and  exclusive  purpose  of  providing  funding  for  treatment  and 
prevention  of  childhood  cancer,  on  and  after  January  1 , 2017,  a tax  egual  to  ten  cents  before 
discounts  and  deals  shall  be  levied  and  imposed  upon  the  sale  of  each  package  of  twenty 
cigarettes,  or  lesser  portion  thereof.  The  tax  imposed  by  this  section  shall  be  in  addition  to  other 
taxes  imposed  by  law  on  the  sale  of  cigarette  packages  and  shall  be  collected  in  the  same  manngi 
and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  packagesjjt  cigarettes. 

2.  The  Childhood  Cancer  Treatment  and  Prevention  Fund  is  hereby  created  within  the  state 
treasury  which  shall  consist  of  funds  from  the  taxes  established  in  subsection  _lo  I this  section, 
appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

^ Repinninp  January  1. 2017.  the  state  treasurer  without  legislative  action  shall  credit  to  and 
place  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  all  moneys  collected  as  a result  of 
the  tax  imposed  bv  subsection  1 of  this  section  as  said  moneys  are  received.  All  ofjhe_money_s 
from  the  tax  imposed  by  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  \vel  1 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  thg 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  the  accounts  created  within  thg 
Childhood  Cancer  Treatment  and  Prevention  Fund.  Any  moneys  credited  to  and  placed  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  any  account  created  by  this  section  shall 
be  appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be_subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys^ljigmain 
in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  in  the  particular  account  in  which 
the  moneys  are  placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund.  All 
interest  which  accrues  upon  the  moneys  in  any  account  within  the  Childhood  Cancer  freatment 
and  Prevention  Fund  shall  be  added  to  such  account  and  shall  not  be  credited  to  the  general 
revenue  fund.  F.xcept  as  otherwise  provided  in  this  section,  generally_applicablejaws^ncgming 
use  of  public  funds  shall  apply  to  the  Childhood  Cancer  1 reatment  and  Prevention  Fund. 

4.  The  Children’s  Trust  Fund  Board  shall  administer  the  fund.  The  fund  shall  be  used  exclusively 
for  the  treatment  and  prevention  of  childhood  cancers,  including  through  grants  and  contracts 
with  the  Childrens  Health  Insurance  Program,  other  state  agencies,  politjcaLM>diyi^^ 
health  care  services  providers. 

5.  No  funding  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  shall  be  used  to  fund 
aborti on  or  any  similar  procedures.  No  funding  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  shall  be  used  to  pay  for  research  which  is  banned  by  Missouri  law. 

6.  (11  The  actual  costs  of  collecting  the  tax  imposed  bv  this  section  shall  be  paid  from  the 
moneys  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  as  may  be  provided_by  law,  not 
to  exceed  five  percent  of  the  total  moneys  collected; 

(21  The  department  of  revenue  shall  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  ting 
section  as  may  be  provided  bv  law;  and 

(31  On  a fiscal  year  basis,  the  director  of  the  department  of  revenue  shall  determine  by  estimate 
whether  the  tax  imposed  bv  this  section  has  caused  a reduction  in  the  amount  of  moneys 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school 
moneys  fund  pursuant  to  chapter  149,  RSMo.  If  an  estimated  reduction  in  the  amount  of  moneys 
collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  1 49,  RSMo  has  bggiycaused 
by  the  tax  imposed  by  this  section,  an  amount  equal  to  the  estimated  amount  of  moneysjhat_wgrg 
not  collected  and  deposited  into  that  fund  or  funds  because  of  the  tax  imposed  by  this_sggtion 
shall  be  transferred  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  the 
appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  the  fair  share  fund,  the  health 
initiatives  fund,  and  the  state  school  moneys  fund  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  for  any  fiscal  year  shall  not  exceed  three  percent  of  the  total  moneys  collected 
pursuant  to  this  section  during  that  same  fiscal  year. 

7.  The  state  auditor  shall  perform  an  annual  audit  of  the  funds  and  initiatives  undertaken  pursuant 
to  this  section,  which  shall  include  an  evaluation  of  whether  pre-existing  funding  for  programs  or 
initiatives  has  been  reduced  because  of  the  new  funding  for  such  purposes  provided  through  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  or  any  of  its  accounts.  Such  audit  shall  be 
performed  on  a fiscal  year  basis.  The  state  auditor  shall  make  copies  of  each  audit  available  to 
the  public.  Every  three  years  the  state  auditor  shall  prepare  a comprehensive  report  assessing  the 
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work  and  progress  of  initiatives  undertaken  pursuant  to  th  is  section.  Such  assessment  report  .shall 
analyze  the  impact  of  the  programs,  grants,  and  contracts  performed,  shall  be  provided  to  the 
governor  and  the  general  assembly,  and  shall  be  available  to  the  public^ 


8.  The  tax  imposed  by  this  section  shall  be  imposed  on  all  cigarettes  in  the  possession  or  under 
the  control  of  any  dealer  or  distributor  on  and  after  12:01  a.m.  on  January  1,  2017 , as  determined 
by  department  of  revenue  rule.  The  initiatives  and  programs  authorized  under  this  section  shall 
be  implemented  as  soon  as  reasonably  practicable,  but  at  least  by  July  1,  20 17. 

9.  The  additional  revenue  provided  by  the  provisions  of  this  section  shall  not  be  part  of  the  "total 
state  revenue"  within  the  meaning  of  article  X of  the  constitution.  The  expenditure  ofthis 
additional  revenue  shall  not  be  an  "expense  of  state  government"  under  article  X of  the 
constitution. 


10.  The  net  proceeds  from  the  tax  imposed  by  this  section  shall  constitute  new  and  additional 
funding  for  the  initiatives  and  programs  described  in  this  section  and  shall  not  be  used  to  replace 
existing  funding  as  of  July  1, 2016  for  the  same  or  similar  initiatives  and  programs.  <3, 

a 


*> 


cT1 

% 


1 1 . All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  ofjhe  provision,  ^ 
section  are  severable.  If  any  provision  of  this  section  is  found  by  a court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  thig. 
section  shall  be  and  remain  valid.  <n~V 
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196.1003.  Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a distributor,  retailer  or  similar  intermediary  or  intermediaries)  after 
the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 


(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the 
Master  Settlement  Agreement)  and  generally  perform  its  financial  obligations  under  the  Master 
Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in 
question  the  following  amounts  (as  such  amounts  are  adjusted  for  inflation) 

1999-  $.0094241  per  unit  sold  after  the  date  of 

enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 


for  each  of  2007  and  each  year 

thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph 
(1)  shall  receive  the  interest  or  other  appreciation  on  such  funds  as  earned.  Such  funds 
themselves  shall  be  released  from  escrow  only  under  the  tollowing  circumstances 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco 
product  manufacturer  by  the  State  or  any  releasing  party  located  or  residing  in  the  State.  Funds 
shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in  which  they  were  placed 
into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under 
such  judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was 
required  to  place  into  escrow  on  account  of  units  sold  in  the  state  in  a particular  year  was  greater 
than  the  (State's  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been 
required  to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to 
section  IX(i)(2)  of  the  Master  Settlement  Agreement,  and  before  any  of  the  adjustments  or 
offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation  Adjustment)] 
Master  Settlement  Agreement  payments,  as  determined  undeLseg_tion_IX(i)  of  that  agreement, 
including  after  final  determination  of  all  adjustments  such  manufacture^  would.havg  been 
required  to  make  on  account  of  such  units  sold  had  it  been  a participating  manufacturer,  the 
excess  shall  be  released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer,  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be 
released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer  twenty-five  years 
after  the  date  on  which  they  were  placed  into  escrow. 
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(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to 
this  subsection  shall  annually  certify  to  the  Attorney  General  that  it  is  in  compliance  with  this 
subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the  State  against  any 
tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this 
section.  Any  tobacco  product  manufacturer  that  fails  in  any  year  to  place  into  escrow  the  funds 
required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into 
compliance  with  this  section.  The  court,  upon  a finding  of  a violation  of  this  subsection,  may 
impose  a civil  penalty  to  be  paid  to  the  State's  general  revenue  fund  in  an  amount  not  to  exceed  5 
percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total 
amount  not  to  exceed  100  percent  of  the  original  amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds 
into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon  a finding  of  a 
knowing  violation  of  this  subsection,  may  impose  a civil  penalty  to  be  paid  to  the  State's  general 
revenue  fund  in  an  amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from 
escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  300  percent  of  the  original 
amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to 
consumers  within  the  State  (whether  directly  or  through  a distributor,  retailer  or  similar 
intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a 
separate  violation.  Any  tobacco  product  manufacturer  that  violates  the  provisions  of  this  section 
shall  pay  the  State's  cost  and  attorney's  fees  incurred  during  a successful  prosecution  under  this 
section. 

210.170.  1.  There  is  hereby  created  within  the  office  of  administration  of  the  state  of 
Missouri  the  "Children's  Trust  Fund  Board",  which  shall  be  composed  of  twenty-one  members  as 
follows: 

(1)  Twelve  public  members  to  be  appointed  by  the  governor  by  and  with  the  advice  and 
consent  of  the  senate.  As  a group,  the  public  members  appointed  pursuant  to  this  subdivision 
shall  demonstrate  knowledge  in  the  areas  of  prevention  programs  and  children’s  health  care, 
shall  be  representative  of  the  demographic  composition  of  this  state,  and,  to  the  extent 
practicable,  shall  be  representative  of  all  of  the  following  categories: 

(a)  Organized  labor; 

(b)  The  business  community; 

(c)  The  educational  community; 

(d)  The  religious  community; 

(e)  The  legal  community; 

(f)  Professional  providers  of  prevention  services  to  families  and  children; 

(g)  Volunteers  in  prevention  services; 

(h)  Social  services; 

(i)  Health  care  services;  and 

(j)  Mental  health  services; 

(2)  A physician  licensed  pursuant  to  chapter  334; 

(3)  Two  members  of  the  Missouri  house  of  representatives,  who  shall  be  appointed  by  the 
speaker  of  the  house  of  representatives  and  shall  be  members  of  two  different  political  parties; 

(4)  Two  members  of  the  Missouri  senate,  who  shall  be  appointed  by  the  president  pro  tern 
of  the  senate  and  who  shall  be  members  of  two  different  political  parties;  and 

(5)  Four  members  chosen  and  appointed  by  the  governor. 

2.  All  members  of  the  board  appointed  by  the  speaker  of  the  house  or  the  president  pro  tern 
of  the  senate  shall  serve  until  their  term  in  the  house  or  senate  during  which  they  were  appointed 
to  the  board  expires.  All  public  members  of  the  board  shall  serve  for  terms  of  three  years;  except, 
that  of  the  public  members  first  appointed,  four  shall  serve  for  terms  of  three  years,  four  shall 
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serve  for  terms  of  two  years,  and  three  shall  serve  for  terms  of  one  year.  No  public  members  may 
serve  more  than  two  consecutive  terms,  regardless  of  whether  such  terms  were  tull  or  partial 
terms.  Each  member  shall  serve  until  his  successor  is  appointed.  All  vacancies  on  the  board  shall 
be  filled  for  the  balance  of  the  unexpired  term  in  the  same  manner  in  which  the  board 
membership  which  is  vacant  was  originally  filled. 

3.  Any  public  member  of  the  board  may  be  removed  by  the  governor  for  misconduct, 
incompetency,  or  neglect  of  duty  after  first  being  given  the  opportunity  to  be  heard  in  his  or  hei 
own  behalf. 

4 The  board  may  employ  an  executive  director  who  shall  be  charged  with  carrying  out  the 
duties  and  responsibilities  assigned  to  him  or  her  by  the  board.  The  executive  director  may  obtain 
all  necessary  office  space,  facilities,  and  equipment,  and  may  hire  and  set  the  compensation  ot 
such  staff  as  is  approved  by  the  board  and  within  the  limitations  of  appropriations  for  the 
purpose.  All  staff  members,  except  the  executive  director,  shall  be  employed  pursuant  to  chaptei 

36. 

5.  Each  member  of  the  board  may  be  reimbursed  for  all  actual  and  necessary  expenses 
incurred  by  the  member  in  the  performance  of  his  or  her  official  duties.  All  reimbursements 
made  pursuant  to  this  subsection  shall  be  made  from  funds  in  the  children  s trust  fund  or  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  appropriated  for  that  purpose. 

6.  All  business  transactions  of  the  board  shall  be  conducted  in  public  meetings  in 
accordance  with  sections  610.010  to  610.030. 

7.  The  board  may  accept  federal  funds  for  the  purposes  of  sections  210.170  to  210.173  and 
section  143.1000  as  well  as  gifts  and  donations  from  individuals,  private  organizations,  and 
foundations.  The  acceptance  and  use  of  federal  funds  shall  not  commit  any  state  funds  nor  place 
any  obligation  upon  the  general  assembly  to  continue  the  programs  or  activities  for  which  the 
federal  funds  are  made  available.  All  funds  received  in  the  manner  described  in  this  subsection 
shall  be  transmitted  to  the  state  treasurer  for  deposit  in  the  state  treasury  to  the  credit  of  the 
children's  trust  fund  or  the  Childhood  Cancer  Treatment  and  Prevention  Fund,  as  appropriate. 

8.  The  board  shall  elect  a chairperson  from  among  the  public  members,  who  shall  serve  for 
a term  of  two  years.  The  board  may  elect  such  other  officers  and  establish  such  committees  as  it 

deems  appropriate. 

9.  The  board  shall  exercise  its  powers  and  duties  independently  of  the  office  ot 
administration  except  that  budgetary,  procurement,  accounting,  and  other  related  management 
functions  shall  be  performed  by  the  office  of  administration. 

2 1 0. 1 7 1 . As  used  in  sections  2 1 0. 1 70  to  2 1 0. 1 73  and  section  143.1 000,  the  following  terms  shall 
mean: 

(1)  "Board",  the  children's  trust  fund  board  created  in  section  210.170; 

(2)  "Prevention  program",  any  community-based  educational  or  service  program  designed 
to  prevent  or  alleviate  child  abuse  or  neglect. 

(3t  “Childhood  cancer  treatment  and  prevention,”  the  treatment  and  preventionjof 
childhood  cancer. 

210.172.  The  board  shall  have  the  following  powers  and  duties: 

(1)  To  meet  not  less  than  twice  annually  at  the  call  of  the  chairperson  to  conduct  its  otficial 
business; 

(2)  To  require  that  at  least  eight  of  the  board  members  authorize  the  disbursement  of  funds 
from  the  children's  trust  fund; 

(3)  To,  one  year  after  the  appointment  of  the  original  board  and  annually  thereafter,  develop 
a state  plan  for  the  distribution  and  disbursement  of  funds  in  the  children  s trust  fund.  The  plan 
developed  under  this  subdivision  shall  assure  that  an  equal  opportunity  exists  for  the 
establishment  of  prevention  programs  and  the  receipt  of  moneys  from  the  children's  trust  fund  in 
all  geographic  areas  of  this  state.  Such  plan  shall  be  transmitted  to  the  governor,  the  president  pro 
tern  of  the  senate,  the  speaker  of  the  Missouri  house  of  representatives,  and  the  appropriation 
committees  of  the  Missouri  senate  and  Missouri  house  of  representatives,  and  shall  be  made 
available  to  the  general  public.  In  carrying  out  a plan  developed  under  this  subdivision,  the  boar 

shall  establish  procedures  to: 


4 


/6> 

(a)  Enter  into  contracts  with  public  or  private  agencies,  schools,  or  qualified  individuals  to 
establish  community-based  educational  and  service  prevention  programs  with  or  without  using 
the  procurement  procedures  of  the  office  of  administration.  Such  prevention  programs  shall 
focus  on  the  prevention  of  child  abuse  and  neglect.  Community-based  service  prevention 
programs  shall  include  programs  such  as  crisis  care,  parent  aides,  counseling,  and  support 
groups.  Participation  by  individuals  in  any  community-based  educational  or  service  prevention 
program  shall  be  strictly  voluntary.  In  awarding  contracts  under  this  paragraph,  consideration 
shall  be  given  by  the  board  to  factors  such  as  need,  geographic  location  diversity,  coordination 
with  or  improvement  of  existing  services,  and  extensive  use  of  volunteers; 

(b)  Develop  and  publicize  criteria  for  the  awarding  of  contracts  for  programs  to  be 
supported  with  money  from  the  children's  trust  fund  within  the  limits  of  appropriations  made  lor 
that  purpose; 

(c)  Review  and  monitor  expenditures  of  moneys  from  the  children's  trust  fund  on  a periodic 
basis; 

(d)  Consult  with  applicable  state  agencies,  commissions,  and  boards  to  help  determine 
probable  effectiveness,  fiscal  soundness,  and  need  for  proposed  community-based  educational 
and  service  prevention  programs; 

(e)  Facilitate  information  exchange  between  groups  concerned  with  prevention  programs; 

(f)  Provide  for  statewide  educational  and  public  informational  conferences  and  workshops 
for  the  purpose  of  developing  appropriate  public  awareness  regarding  the  problems  of  families 
and  children,  of  encouraging  professional  persons  and  groups  to  recognize  and  deal  with 
problems  of  families  and  children,  of  making  information  regarding  the  problems  of  families  and 
children  and  their  prevention  available  to  the  general  public  in  order  to  encourage  citizens  to 
become  involved  in  the  prevention  of  such  problems,  and  of  encouraging  the  development  of 
community  prevention  programs;  and 

(g)  Establish  a procedure  for  an  annual  internal  evaluation  of  the  functions,  responsibilities, 
and  performance  of  the  board,  which  evaluation  shall  be  coordinated  with  the  annual  state  plan 
of  the  board. 

(h)  Using  only  monies  appropriated  from  the  Childhood  Cancer  Treatment  and  Prevention 
Fund  and  not  from  the  Children’s  Trust  Fund,  carry  out  grants  and  contracts  for  childhood  cancer 
treatment  and  prevention  consistent  with  section  196.1 131,  RSMo.  The  Board  and  its  staff  may 
consult  with  other  public  entities  in  carry  out  its  childhood  cancer  treatment  and  prevention 
responsibilities. 


5 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-192) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  amendment  to  Chapters 
196  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  December  23,  2015) 


Date 


January  12,  2016 

Description 

This  proposal  would  amend  Chapters  196  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Children's  Trust  Fund,  and  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  impact  on  their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  increase 
revenues  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund  by  $49.7  million  per 
year. 

Section  196.1131 

Effective  January  1,  2017,  this  section  imposes  an  additional  tax  of  ten  cents  per  pack  of 
cigarettes  before  discounts  and  deals.  The  DOR  collects  the  tax  in  the  same  manner  and 
at  same  time  as  the  current  taxes. 

Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014  the  DOR  estimates 
total  revenues  of  $49.7  million. 

The  DOR  must  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this  section  as 
provided  by  law.  Each  month,  the  Department  Director  must  determine  whether  the  tax 
imposed  by  this  section  caused  a reduction  in  the  amount  of  money  collected  and 


deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school  moneys 
fund  pursuant  to  Chapter  149,  RSMo.  If  a reduction  exists,  a like  amount  not  collected 
and  deposited  into  that  fund  or  funds  shall  be  transferred  from  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  the  appropriate  fund  or  funds. 

The  DOR  will  have  approximately  45  days  to  implement  the  petition  which  may  be 
insufficient  time  to  design  and  purchase  new  stamps. 

The  DOR  suggests  adding  language  to  allow  for  the  applicable  provisions  contained  in 
Chapter  149  governing  the  administration,  collections,  and  enforcement  of  the  state 
cigarette  tax  to  apply  to  the  collecting  of  the  tax  imposed  in  this  section.  This  provides 
the  DOR  the  ability  to  enforce  collection  of  the  tax  and  allows  for  credit  for  returns  of 
damaged  or  unusable  stamps. 

Administrative  Impact: 

Business  Tax: 

Business  Tax  requires  a floor  stock  tax  form  and  cigarette  stamp  order  fonns  be  updated. 
Additionally,  the  SAGE  50  accounting  system  and  cashiering  records  requires  change. 
The  DOR  web  pages  will  need  to  be  updated  and  licensed  wholesalers  will  need  to  be 
notified  of  the  tax  increase  and  the  floor  stock  tax. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  196.1003,  210.170,  210.171  and  210.172,  RSMo,  and  Chapter  196  by  adding 
Section  196.113,  RSMo. 

Section  196.1131  - enacts  an  additional  $0. 10/pack  tax  increase  on  cigarettes.  The 
monies  collected  from  this  new  tax  would  be  deposited  in  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  be  administered  by  the  Children’s  Trust  Fund  Board. 
These  funds  will  be  used  for  the  treatment  and  prevention  of  childhood  cancers.  The 
proposal  allows  up  to  5%  of  the  collections  to  be  used  for  collection  costs.  On  a fiscal 
year  basis,  the  Director  of  the  Department  of  Revenue  shall  detennine  if  the  new  tax  has 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  in  to  the  Fair  Share, 
Health  Initiatives  or  State  School  Moneys  Funds.  If  so,  up  to  three  percent  of  the  total 
moneys  collected  from  the  new  tax  shall  be  transferred  to  these  funds. 


The  State  Auditor  shall  perform  an  annual  audit  of  the  fund,  which  shall  include  an 
evaluation  of  whether  preexisting  funding  for  programs  or  initiatives  has  been  reduced 
because  of  the  new  funding.  Every  three  years,  the  auditor  shall  prepare  a comprehensive 
report  assessing  work  and  progress  of  initiatives  undertaken  pursuant  to  the  proposed  new 
sections. 

The  new  taxes  shall  not  be  part  of  total  state  revenues  and  the  expenditure  of  this 
additional  revenue  shall  not  be  an  “expense  of  state  government”. 

Section  196.1003  - changes  escrow  requirements  for  the  Tobacco  Master  Settlement 
Agreement,  with  provisions  to  remove  references  to  the  state’s  allocable  share  of  the  total 
payments  the  manufacturer  would  have  been  required  to  make  under  the  Master 
Settlement  Agreement;  it  could  adversely  impact  future  Nonparticipating  Manufacturer 
(NPM)  adjustment  arbitrations. 

Section  210.170-210.172  - authorizes  the  Children’s  Trust  Fund  Board  to  administer  the 
Childhood  Cancer  Treatment  and  Prevention  Fund. 

FISCAF  IMPACT: 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  $0.10  in  January  2017  will  increase 
the  “Childhood  Cancer  Treatment  and  Prevention  Fund”  by  $22.9  million  in  FY17  and 
$45.8  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.1  million  in  FY17  and  $0.3  million  in  FY18  and  thereafter;  the  Health 
Initiatives  Fund  by  $0.2  million  in  FY17  and  $0.3  million  in  FY18  and  thereafter;  and  the 
State  School  Moneys  Fund  by  $0.4  million  in  FY17  and  $0.8  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$1.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $0.4  million,  and  local 
sales  tax  will  be  reduced  by  $1.5  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 


by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  the  University  of  Missouri  Health 
Care  has  reviewed  the  proposed  legislation  and  has  determined  that  as  written  it  should 
not  create  additional  expenses  in  excess  of  $100,000. 

Officials  from  the  Children's  Trust  Fund  indicated  costs  to  the  Children’s  Trust  Fund  is 
estimated  at  $198,000  - $235,000  annually  to  implement  and  manage  the  Childhood 
Cancer  Treatment  and  Prevention  Fund.  Included  in  this  estimate  is: 

A minimum  of  2-2.5  additional  full-time  employees  (FTE’s)  totaling  $110,000  - 
$135,000  needed  (includes  salary  and  benefits  package).  FTE’s  include  Program  Grants 
Manager  and  assistant  with  fiscal/accounting  background/skills,  as  well  as  a Public 


Information  Officer  (.5).  FTE  positions  and  salaries  are  based  upon  existing  positions  that 
perform  like  functions  for  child  abuse  and  neglect  prevention  fund.  These  are  only 
estimates  and  could  be  higher  depending  upon  necessary  qualifications  and  expertise 
required  as  a result  of  the  technical  medical  nature  of  the  proposed  fund. 

Additional  costs  estimated  at  $40,000  annually  for  existing  personnel  - Executive 
Director  and  Executive  Assistant  for  fund/program  oversight  estimated  at  .33  % of 
current  salary  rate. 

Additional  expenses/costs  for  grant  selection  and  review  process,  program 
implementation,  grant  evaluation,  ongoing  monitoring,  and  other  necessary  expenses 
directly  related  to  implementation  of  this  new  fund,  required  office  space  & equipment 
for  new  FTE’s,  and  to  Office  of  Administration  for  procurement,  budgetary  and  other 
functions  estimated  at  $50,000  - $60,000  annually. 

Monies  to  implement  and  operate  the  Childhood  Cancer  Treatment  and  Prevention  Fund 
including  cost  of  added  FTE’s  would  need  to  come  directly  from  monies  deposited  by  the 
State  Treasurer  into  the  specific  fund  proposed  or  from  another  source  other  than  existing 
funds  from  the  Children’s  Trust  Fund  which  are  dedicated  solely  for  the  purpose  of  child 
abuse/neglect  prevention. 

Officials  from  the  State  Auditor's  office  (SAO)  indicated  they  believe  that  the  audit 
required  under  the  petition  would  require  approximately  1 FTE.  However,  given  the  SAO 
has  consistently  lapsed  funds  in  recent  years,  the  SAO  believes  it  could  absorb  these  costs 
within  its  current  appropriation  authority. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Public  Safety,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $42  million  to  $50  million  annually 
with  up  to  $100,000  in  additional  costs.  The  revenue  will  fund  only  programs  and 
services  allowed  by  the  proposal.  Local  government  revenues  could  decrease  $1.5  million 
annually  due  to  decreased  cigarette  sales. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  23,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 
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DEC  2 3 2015 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  statutory  amendment  to 

Chapters  196  & 210,  version  2 (2016-191) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Bradley  Ketcher  on  December  22,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vo^  address  and 


the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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STATE  OF  MISSOURI.  COUNTY  OF 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of ■<  A.D.  201 • 

Notary  Public  (Seal) 


Signature  of  Notary 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 
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Section  196.1131  is  enacted  and  Sections  196.1003,  210.170,  210.171  and  210.172  of  the 
Revised  Statues  of  Missouri  are  amended  to  read  as  follows: 


196.1 1 31.  1 . For  the  sole  and  exclusive  purpose  of  providing  funding  for  treatment  and 
prevention  of  childhood  cancer,  on  and  after  January  1 , 2017,  a tax  equal  to  five  cents  before 
discounts  and  deals  shall  be  levied  and  imposed  upon  the  sale  of  each  package  of  twenty 
cigarettes,  or  lesser  portion  thereof.  The  tax  imposed  by  this  section  shall  be  in  addition  to  other 
taxes  imposed  by  law  on  the  sale  of  cigarette  packages  and  shall  be  collected  in  the  same  manner 
and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  packages  of  cigarettes. 

2.  The  Childhood  Cancer  Treatment  and  Prevention  Fund  is  hereby  created  within  the  state 
treasury  which  shall  consist  of  funds  from  the  taxes  established  in  subsection  1 of  this  section, 
appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

3.  Beginning  January  1, 2017,  the  state  treasurer  without  legislative  action  shall  credit  to  and 
place  in  the  Chi ldhood  Cancer  Treatment  and  Prevention  Fund  all  moneys  collected  as  a result  of 
the  tax  imposed  by  subsection  1 of  this  section  as  said  moneys  are  received.  All  of  the  moneys 
from  the  tax  imposed  by  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  the  accounts  created  within  the 
Childhood  Cancer  Treatment  and  Prevention  Fund.  Any  moneys  credited  to  and  placed  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  any  account  created  by  this  section  shall 
be  appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  in  the  particular  account  in  which 
the  moneys  are  placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund.  All 
interest  which  accrues  upon  the  moneys  in  any  account  within  the  Childhood  Cancer  Treatment 
and  Prevention  Fund  shall  be  added  to  such  account  and  shall  not  be  credited  to  the  general 
revenue  fund.  Except  as  otherwise  provided  in  this  section,  generally  applicable  laws  concerning 
use  of  public  funds  shall  apply  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund. 

4.  The  Children’s  Trust  Fund  Board  shall  administer  the  fund.  The  fund  shall  be  used  exclusively 
for  the  treatment  and  prevention  of  childhood  cancers,  including  through  grants  and  contracts 
with  the  Childrens  Health  Insurance  Program,  other  state  agencies,  political  subdivisions  and 
health  care  services  providers. 

5.  No  funding  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  shall  be  used  tofund 
abortion  or  any  similar  procedures.  No  funding  from  the  Childhood  Cancer  Treatment  and 
Prevention  Fund  shall  be  used  to  pay  for  research  which  is  banned  by  Missouri  law. 

6.  (1)  The  actual  costs  of  collecting  the  tax  imposed  bv  this  section  shall  be  paid  from  the 
moneys  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  as  may  be  provided  by  law,  not 
to  exceed  five  percent  of  the  total  moneys  collected; 

(2)  The  department  of  revenue  shall  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  may  be  provided  by  law;  and 

(3)  Qn  a fiscal  year  basis,  the  director  of  the  department  of  revenue  shall  determine  by  estimate 
whether  the  tax  imposed  by  this  section  has  caused  a reduction  in  the  amount  of  moneys 
collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school 
moneys  fund  pursuant  to  chapter  149,  RSMo.  If  an  estimated  reduction  in  the  amount  of  moneys 
collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149,  RSMo  has  been  caused 
bv  the  tax  imposed  by  this  section,  an  amount  equal  to  the  estimated  amount  of  moneys  thafwgrg 
not  collected  and  deposited  into  that  fund  or  funds  because  of  the  tax  imposed  by  this  section 
shall  be  transferred  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  to  thg 
appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  the  fair  share  fund,  the  health 
initiatives  fund,  and  the  state  school  moneys  fund  from  the  Childhood_Cancer  1 jeatment  and 
Prevention  Fund  for  any  fiscal  year  shall  not  exceed  three  percent  of  the  totaljnoneysco  1 lected 
pursuant  to  this  section  during  that  same  fiscal  year. 

7.  The  state  auditor  shall  perform  an  annual  audit  of  the  funds  and  initiatives  undertaken  pursuant 
to  this  section,  which  shall  include  an  evaluation  of  whether  pre-existingjunding  for  programs  or 
initiatives  has  been  reduced  because  of  the  new  funding  for  such  purposes  provided  through  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  or  any  of  its  accounts.  Sughaudit  shall  be 
performed  on  a fiscal  year  basis.  The  state  auditor  shall  make  copies  of  each  audit  available  to 
the  public.  Every  three  years  the  state  auditor  shall  prepare  a comprehensive  report  assessmgJhg 
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work  and  progress  of  initiatives  undertaken  pursuant  to  this  section.  Such  assessment  report  shall 
analyze  the  impact  of  the  programs,  grants,  and  contracts  performed,  shall  be  proyidedtojhe 
governor  and  the  general  assembly,  and  shall  be  available  to  the  public. 

8.  The  tax  imposed  by  this  section  shall  he  imposed  on  all  cigarettes  in  the  possession  or  under 
the  control  of  any  dealer  or  distributor  on  and  after  12:01  a.m.  on  January  1,  2017 , as  determined 
by  department  of  revenue  rule.  The  initiatives  and  programs  authorized  under  this  section  shall 
be  implemented  as  soon  as  reasonably  practicable,  but  at  least  by  July  1,  2017. 

9.  The  additional  revenue  provided  by  the  provisions  ot  this  section  shall  not  be  part_ol_the total 

state  revenue"  within  the  meaning  of  article  X of  the  constitution.  The  expenditure  oljhis 
additional  revenue  shall  not  be  an  "expense  of  state  government"  under  article  X o f the 
constitution. 

10.  The  net  proceeds  from  the  tax  imposed  by  this  section  shall  constitute  new  and  additional 
funding  for  the  initiatives  and  programs  described  in  this  section  and  shall  not  be  used  to  rejjlage 
existing  funding  as  of  July  1 , 2016  for  the  same  or  similar  initiatives  and  programs. 

1 1 . All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisionsjyf  jhis 
section  are  severable.  If  any  provision  of  this  section  is  found  by  a court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisionsofjhis 
section  shall  be  and  remain  valid. 


196.1003.  Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a distributor,  retailer  or  similar  intermediary  or  intermediaries)  after 
the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 


(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  Il(jj)  of  the 
Master  Settlement  Agreement)  and  generally  perform  its  financial  obligations  under  the  Master 
Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in 
question  the  following  amounts  (as  such  amounts  are  adjusted  lor  inflation) 

I999;  $.0094241  per  unit  sold  after  the  date  of 

enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 


for  each  of  2003  through  2006: 


$.0167539  per  unit  sold; 


for  each  of  2007  and  each  year 

thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph 
(1)  shall  receive  the  interest  or  other  appreciation  on  such  funds  as  earned.  Such  funds 
themselves  shall  be  released  from  escrow  only  under  the  following  circumstances 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco 
product  manufacturer  by  the  State  or  any  releasing  party  located  or  residing  in  the  State.  Funds 
shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in  which  they  were  placed 
into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under 
such  judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was 
required  to  place  into  escrow  on  account  of  units  sold  in  the  state  in  a particular  year  was  greater 
than  the  [State's  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been 
required  to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to 
section  IX(i)(2)  of  the  Master  Settlement  Agreement,  and  before  any  of  the  adjustments  or 
offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation  Adjustment)] 
Master  Settlement  Agreement  payments,  as  determined  under  section  IX(i)  of  that  agreement, 
including  after  final  determination  of  all  adjustments  such  manufacturer  would  hayebegn 
required  to  make  on  account  of  such  units  sold  had  it  been  a participating  manufacturer,  the 
excess  shall  be  released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be 
released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer  twenty-five  years 
after  the  date  on  which  they  were  placed  into  escrow. 
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(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to 
this  subsection  shall  annually  certify  to  the  Attorney  General  that  it  is  in  compliance  with  this 
subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the  State  against  any 
tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this 
section.  Any  tobacco  product  manufacturer  that  fails  in  any  year  to  place  into  escrow  the  funds 
required  under  this  section  shall 

(A)  be  required  within  1 5 days  to  place  such  funds  into  escrow  as  shall  bring  it  into 
compliance  with  this  section.  The  court,  upon  a finding  of  a violation  of  this  subsection,  may 
impose  a civil  penalty  to  be  paid  to  the  State's  general  revenue  fund  in  an  amount  not  to  exceed  5 
percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total 
amount  not  to  exceed  100  percent  of  the  original  amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds 
into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon  a finding  of  a 
knowing  violation  of  this  subsection,  may  impose  a civil  penalty  to  be  paid  to  the  State's  general 
revenue  fund  in  an  amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from 
escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  300  percent  of  the  original 
amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to 
consumers  within  the  State  (whether  directly  or  through  a distributor,  retailer  or  similar 
intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a 
separate  violation.  Any  tobacco  product  manufacturer  that  violates  the  provisions  of  this  section 
shall  pay  the  State's  cost  and  attorney's  fees  incurred  during  a successful  prosecution  under  this 
section. 

210.170.  1.  There  is  hereby  created  within  the  office  of  administration  of  the  state  of 
Missouri  the  "Children's  Trust  Fund  Board",  which  shall  be  composed  of  twenty-one  members  as 
follows: 

(1)  Twelve  public  members  to  be  appointed  by  the  governor  by  and  with  the  advice  and 
consent  of  the  senate.  As  a group,  the  public  members  appointed  pursuant  to  this  subdivision 
shall  demonstrate  knowledge  in  the  areas  of  prevention  programs  and  children’s  health  care, 
shall  be  representative  of  the  demographic  composition  of  this  state,  and,  to  the  extent 
practicable,  shall  be  representative  of  all  of  the  following  categories: 

(a)  Organized  labor; 

(b)  The  business  community; 

(c)  The  educational  community; 

(d)  The  religious  community; 

(e)  The  legal  community; 

(f)  Professional  providers  of  prevention  services  to  families  and  children; 

(g)  Volunteers  in  prevention  services; 

(h)  Social  services; 

(i)  Health  care  services;  and 

(j)  Mental  health  services; 

(2)  A physician  licensed  pursuant  to  chapter  334; 

(3)  Two  members  of  the  Missouri  house  of  representatives,  who  shall  be  appointed  by  the 
speaker  of  the  house  of  representatives  and  shall  be  members  of  two  different  political  parties; 

(4)  Two  members  of  the  Missouri  senate,  who  shall  be  appointed  by  the  president  pro  tern 
of  the  senate  and  who  shall  be  members  of  two  different  political  parties;  and 

(5)  Four  members  chosen  and  appointed  by  the  governor. 

2.  All  members  of  the  board  appointed  by  the  speaker  of  the  house  or  the  president  pro  tern 
of  the  senate  shall  serve  until  their  term  in  the  house  or  senate  during  which  they  were  appointed 
to  the  board  expires.  All  public  members  of  the  board  shall  serve  for  terms  of  three  years;  except, 
that  of  the  public  members  first  appointed,  four  shall  serve  tor  terms  of  three  years,  tour  shall 


3 


[lo  w/9( 

serve  for  terms  of  two  years,  and  three  shall  serve  for  terms  of  one  year.  No  public  members  may 
serve  more  than  two  consecutive  terms,  regardless  of  whether  such  terms  were  full  or  partial 
terms.  Each  member  shall  serve  until  his  successor  is  appointed.  All  vacancies  on  the  board  shall 
be  filled  for  the  balance  of  the  unexpired  term  in  the  same  manner  in  which  the  board 
membership  which  is  vacant  was  originally  filled. 

3.  Any  public  member  of  the  board  may  be  removed  by  the  governor  for  misconduct, 
incompetency,  or  neglect  of  duty  after  first  being  given  the  opportunity  to  be  heard  in  his  01  her 
own  behalf. 

4.  The  board  may  employ  an  executive  director  who  shall  be  charged  with  carrying  out  the 
duties  and  responsibilities  assigned  to  him  or  her  by  the  board.  The  executive  directoi  may  obtain 
all  necessary  office  space,  facilities,  and  equipment,  and  may  hire  and  set  the  compensation  of 
such  staff  as  is  approved  by  the  board  and  within  the  limitations  of  appropriations  tor  the 
purpose.  All  staff  members,  except  the  executive  director,  shall  be  employed  pursuant  to  chaptei 

36. 

» 

5.  Each  member  of  the  board  may  be  reimbursed  for  all  actual  and  necessary  expenses 
incurred  by  the  member  in  the  performance  of  his  or  her  official  duties.  All  reimbursements 
made  pursuant  to  this  subsection  shall  be  made  from  funds  in  the  children  s trust  fund  or  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  appropriated  for  that  purpose. 

6.  All  business  transactions  of  the  board  shall  be  conducted  in  public  meetings  in 
accordance  with  sections  610.010  to  610.030. 

7.  The  board  may  accept  federal  funds  for  the  purposes  of  sections  210.170  to  210.173  and 
section  143.1000  as  well  as  gifts  and  donations  from  individuals,  private  organizations,  and 
foundations.  The  acceptance  and  use  of  federal  funds  shall  not  commit  any  state  funds  nor  place 
any  obligation  upon  the  general  assembly  to  continue  the  programs  or  activities  for  which  the 
federal  funds  are  made  available.  All  funds  received  in  the  manner  desciibed  in  this  subsection 
shall  be  transmitted  to  the  state  treasurer  for  deposit  in  the  state  treasury  to  the  credit  ot  the 
children's  trust  fund  or  the  Childhood  Cancer  Treatment  and  Prevention  Fund,  as  appropriate. 

8.  The  board  shall  elect  a chairperson  from  among  the  public  members,  who  shall  serve  for 
a term  of  two  years.  The  board  may  elect  such  other  officers  and  establish  such  committees  as  it 
deems  appropriate. 

9.  The  board  shall  exercise  its  powers  and  duties  independently  of  the  office  of 
administration  except  that  budgetary,  procurement,  accounting,  and  other  related  management 
functions  shall  be  performed  by  the  office  of  administration. 

210.171.  As  used  in  sections  210.170  to  210.173  and  section  143.1000,  the  following  terms  shall 
mean: 

(1)  "Board",  the  children's  trust  fund  board  created  in  section  210.170; 

(2)  "Prevention  program",  any  community-based  educational  or  service  program  designed 
to  prevent  or  alleviate  child  abuse  or  neglect. 

(31  “Childhood  cancer  treatment  and  prevention  ” the  treatment  and  prevention  of 
childhood  cancer. 

210.172.  The  board  shall  have  the  following  powers  and  duties: 

(1)  To  meet  not  less  than  twice  annually  at  the  call  of  the  chairperson  to  conduct  its  otticial 
business; 

(2)  To  require  that  at  least  eight  of  the  board  members  authorize  the  disbursement  of  funds 
from  the  children's  trust  fund; 

(3)  To,  one  year  after  the  appointment  of  the  original  board  and  annually  thereafter,  develop 
a state  plan  for  the  distribution  and  disbursement  of  funds  in  the  children  s trust  fund.  The  plan 
developed  under  this  subdivision  shall  assure  that  an  equal  opportunity  exists  for  the 
establishment  of  prevention  programs  and  the  receipt  ot  moneys  trom  the  children  s trust  fund  in 
all  geographic  areas  of  this  state.  Such  plan  shall  be  transmitted  to  the  governor,  the  president  pro 
tern  of  the  senate,  the  speaker  of  the  Missouri  house  of  representatives,  and  the  appropriation 
committees  of  the  Missouri  senate  and  Missouri  house  of  representatives,  and  shall  be  made 
available  to  the  general  public.  In  carrying  out  a plan  developed  under  this  subdivision,  the  boaid 

shall  establish  procedures  to: 
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(a)  Enter  into  contracts  with  public  or  private  agencies,  schools,  or  qualified  individuals  to 
establish  community-based  educational  and  service  prevention  programs  with  or  without  using 
the  procurement  procedures  of  the  office  of  administration.  Such  prevention  programs  shall 
focus  on  the  prevention  of  child  abuse  and  neglect.  Community-based  service  prevention 
programs  shall  include  programs  such  as  crisis  care,  parent  aides,  counseling,  and  support 
groups.  Participation  by  individuals  in  any  community-based  educational  or  service  prevention 
program  shall  be  strictly  voluntary.  In  awarding  contracts  under  this  paragraph,  consideration 
shall  be  given  by  the  board  to  factors  such  as  need,  geographic  location  diversity,  coordination 
with  or  improvement  of  existing  services,  and  extensive  use  of  volunteers; 

(b)  Develop  and  publicize  criteria  for  the  awarding  of  contracts  for  programs  to  be 
supported  with  money  from  the  children's  trust  fund  within  the  limits  of  appropriations  made  for 
that  purpose; 

(c)  Review  and  monitor  expenditures  of  moneys  from  the  children's  trust  fund  on  a periodic 
basis; 

(d)  Consult  with  applicable  state  agencies,  commissions,  and  boards  to  help  determine 
probable  effectiveness,  fiscal  soundness,  and  need  for  proposed  community-based  educational 
and  service  prevention  programs; 

(e)  Facilitate  information  exchange  between  groups  concerned  with  prevention  programs; 

(f)  Provide  for  statewide  educational  and  public  informational  conferences  and  workshops 
for  the  purpose  of  developing  appropriate  public  awareness  regarding  the  problems  oi  families 
and  children,  of  encouraging  professional  persons  and  groups  to  recognize  and  deal  with 
problems  of  families  and  children,  of  making  information  regarding  the  problems  of  families  and 
children  and  their  prevention  available  to  the  general  public  in  order  to  encourage  citizens  to 
become  involved  in  the  prevention  of  such  problems,  and  of  encouraging  the  development  of 
community  prevention  programs;  and 

(g)  Establish  a procedure  for  an  annual  internal  evaluation  of  the  functions,  responsibilities, 
and  performance  of  the  board,  which  evaluation  shall  be  coordinated  with  the  annual  state  plan 
of  the  board. 

(h)  Using  only  monies  appropriated  from  the  Childhood  Cancer  Treatment  and  Prevention 
Fund  and  not  from  the  Children’s  Trust  Fund,  carry  out  grants  and  contracts  for  childhood  cancer 
treatment  and  prevention  consistent  with  section  196.1 131,  RSMo.  The  Board  and  its  staff  may 
consult  with  other  public  entities  in  carry  out  its  childhood  cancer  treatment  and  prevention 
responsibiliti  es. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-191) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  amendment  to  Chapters 
196  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  December  23,  2015) 


Date 


January  12,  2016 

Description 

This  proposal  would  amend  Chapters  196  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Children's  Trust  Fund,  and  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  impact  on  their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  increase 
revenues  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund  by  $24.8  million  per 
year. 

Section  196.1131 

Effective  January  1,  2017,  this  section  imposes  an  additional  tax  of  five  cents  per  pack  of 
cigarettes  before  discounts  and  deals.  The  DOR  collects  the  tax  in  the  same  manner  and 
at  same  time  as  the  current  taxes. 

Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014  the  DOR  estimates 
total  revenues  of  $24.8  million. 

The  DOR  must  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this  section  as 
provided  by  law.  Each  month,  the  Department  Director  must  determine  whether  the  tax 
imposed  by  this  section  caused  a reduction  in  the  amount  of  money  collected  and 


deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school  moneys 
fund  pursuant  to  Chapter  149,  RSMo.  If  a reduction  exists,  a like  amount  not  collected 
and  deposited  into  that  fund  or  funds  shall  be  transferred  from  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  the  appropriate  fund  or  funds. 

The  DOR  will  have  approximately  45  days  to  implement  the  petition  which  may  be 
insufficient  time  to  design  and  purchase  new  stamps. 

The  DOR  suggests  adding  language  to  allow  for  the  applicable  provisions  contained  in 
Chapter  149  governing  the  administration,  collections,  and  enforcement  of  the  state 
cigarette  tax  to  apply  to  the  collecting  of  the  tax  imposed  in  this  section.  This  provides 
the  DOR  the  ability  to  enforce  collection  of  the  tax  and  allows  for  credit  for  returns  of 
damaged  or  unusable  stamps. 

Administrative  Impact: 

Business  Tax: 

Business  Tax  requires  a floor  stock  tax  form  and  cigarette  stamp  order  fonns  be  updated. 
Additionally,  the  SAGE  50  accounting  system  and  cashiering  records  requires  change. 
The  DOR  web  pages  will  need  to  be  updated  and  licensed  wholesalers  will  need  to  be 
notified  of  the  tax  increase  and  the  floor  stock  tax. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  196.1003,  210.170,  210.171  and  210.172,  RSMo,  and  Chapter  196  by  adding 
Section  196.113,  RSMo. 

Section  196.1131  - enacts  an  additional  $0. 05/pack  tax  increase  on  cigarettes.  The 
monies  collected  from  this  new  tax  would  be  deposited  in  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  be  administered  by  the  Children’s  Trust  Fund  Board. 
These  funds  will  be  used  for  the  treatment  and  prevention  of  childhood  cancers.  The 
proposal  allows  up  to  5%  of  the  collections  to  be  used  for  collection  costs.  On  a fiscal 
year  basis,  the  Director  of  the  Department  of  Revenue  shall  detennine  if  the  new  tax  has 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  in  to  the  Fair  Share, 
Health  Initiatives  or  State  School  Moneys  Funds.  If  so,  up  to  three  percent  of  the  total 
moneys  collected  from  the  new  tax  shall  be  transferred  to  these  funds. 


The  State  Auditor  shall  perform  an  annual  audit  of  the  fund,  which  shall  include  an 
evaluation  of  whether  preexisting  funding  for  programs  or  initiatives  has  been  reduced 
because  of  the  new  funding.  Every  three  years,  the  auditor  shall  prepare  a comprehensive 
report  assessing  work  and  progress  of  initiatives  undertaken  pursuant  to  the  proposed  new 
sections. 

The  new  taxes  shall  not  be  part  of  total  state  revenues  and  the  expenditure  of  this 
additional  revenue  shall  not  be  an  “expense  of  state  government”. 

Section  196.1003  - changes  escrow  requirements  for  the  Tobacco  Master  Settlement 
Agreement,  with  provisions  to  remove  references  to  the  state’s  allocable  share  of  the  total 
payments  the  manufacturer  would  have  been  required  to  make  under  the  Master 
Settlement  Agreement;  it  could  adversely  impact  future  Nonparticipating  Manufacturer 
(NPM)  adjustment  arbitrations. 

Section  210.170-210.172  - authorizes  the  Children’s  Trust  Fund  Board  to  administer  the 
Childhood  Cancer  Treatment  and  Prevention  Fund. 

FISCAF  IMPACT: 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  $0.05  in  January  2017  will  increase 
the  “Childhood  Cancer  Treatment  and  Prevention  Fund”  by  $11.6  million  in  FY17  and 
$23.1  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.1  million  in  FY17  and  $0.2  million  in  FY18  and  thereafter;  the  Health 
Initiatives  Fund  by  $0.1  million  in  FY17  and  $0.2  million  in  FY18  and  thereafter;  and  the 
State  School  Moneys  Fund  by  $0.2  million  in  FY17  and  $0.4  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$0.5  million,  the  School  District  Trust  Fund  will  be  reduced  by  $0.2  million,  and  local 
sales  tax  will  be  reduced  by  $0.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  beyond  existing 
appropriations. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  the  University  of  Missouri  Health 
Care  has  reviewed  the  proposed  legislation  and  has  determined  that  as  written  it  should 
not  create  additional  expenses  in  excess  of  $100,000. 

Officials  from  the  Children's  Trust  Fund  indicated  costs  to  the  Children’s  Trust  Fund  is 
estimated  at  $198,000  - $235,000  annually  to  implement  and  manage  the  Childhood 
Cancer  Treatment  and  Prevention  Fund.  Included  in  this  estimate  is: 


A minimum  of  2-2.5  additional  full-time  employees  (FTE’s)  totaling  $110,000  - 
$135,000  needed  (includes  salary  and  benefits  package).  FTE’s  include  Program  Grants 
Manager  and  assistant  with  fiscal/accounting  background/skills,  as  well  as  a Public 
Information  Officer  (.5).  FTE  positions  and  salaries  are  based  upon  existing  positions  that 
perform  like  functions  for  child  abuse  and  neglect  prevention  fund.  These  are  only 
estimates  and  could  be  higher  depending  upon  necessary  qualifications  and  expertise 
required  as  a result  of  the  technical  medical  nature  of  the  proposed  fund. 

Additional  costs  estimated  at  $40,000  annually  for  existing  personnel  - Executive 
Director  and  Executive  Assistant  for  fund/program  oversight  estimated  at  .33  % of 
current  salary  rate. 

Additional  expenses/costs  for  grant  selection  and  review  process,  program 
implementation,  grant  evaluation,  ongoing  monitoring,  and  other  necessary  expenses 
directly  related  to  implementation  of  this  new  fund,  required  office  space  & equipment 
for  new  FTE’s,  and  to  Office  of  Administration  for  procurement,  budgetary  and  other 
functions  estimated  at  $50,000  - $60,000  annually. 

Monies  to  implement  and  operate  the  Childhood  Cancer  Treatment  and  Prevention  Fund 
including  cost  of  added  FTE’s  would  need  to  come  directly  from  monies  deposited  by  the 
State  Treasurer  into  the  specific  fund  proposed  or  from  another  source  other  than  existing 
funds  from  the  Children’s  Trust  Fund  which  are  dedicated  solely  for  the  purpose  of  child 
abuse/neglect  prevention. 

Officials  from  the  State  Auditor's  office  (SAO)  indicated  they  believe  that  the  audit 
required  under  the  petition  would  require  approximately  1 FTE.  However,  given  the  SAO 
has  consistently  lapsed  funds  in  recent  years,  the  SAO  believes  it  could  absorb  these  costs 
within  its  current  appropriation  authority. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Public  Safety,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $21  million  to  $25  million  annually 
with  up  to  $100,000  in  additional  costs.  The  revenue  will  fund  only  programs  and 


services  allowed  by  the  proposal.  Local  government  revenues  could  decrease  $800,000 
annually  due  to  decreased  cigarette  sales. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  1 8 (2016-190) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8<h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vo'  * 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

Cavrs. 
o 1 

fC:- 

fr 

i* 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


address  and 

S TO 
Cl  r^ 

^ o 

3 ^ 


P? 


03 


STATE  OP  MISSOURI.  COUNTY  OF 


I.  • being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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lie  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.860.  386.870.  386.910  and  386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  he  the  policy  of  the  slate  to 
value  clean  energy,  eneruv  price  stability  and  eneruv  independence.  In  furtherance  of  the  above 
policy,  sections  386,900  to  386.1000  shall  be  known  and  cited  as  the  “Clean  Imergv 
Independence  and  Investment  Act  of  2016”. 

386.870,  An  electrical  corporation  shall  he  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
.motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
enert’y  resource,  as  defined  in  386.900.  or  offset  with  renewable  enemy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rales  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year. 


-•>86.910.  1 , 1 Ins  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.'* 

2,  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  hv 
August  I.  2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  lacilities  and  set  a valuc-of-communitv-solar  rate.  For  purposes 
of  this  section,  a ••community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one  thousand  kilowatts,  measured  in  alternating  current. 
that  allows  live  or  more  customers  of  an  electrical  corporation  to  offset  their  eneruv  tisane  with 
sojar  energy  and  such  facility  is  located  within  the  Missouri  service  territory  of  the  electrical 
corporation  where  such  customers  have  one  or  more  electrical  accounts,  for  the  purposes  of 
this  section,  an  electrical  corporation  is  as  defined  in  386.020. 


3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  he  greater  than  four  percent  of  the  electrical 


corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 ol  section  386.900.  Electrical  corporations  shall  he  allowed  to  own  or  operate 
community. solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 


capacity  up  to  two  percent  ol  an  electrical  corporation's  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  lacilities  owned  bv  an  electrical  corporation  to  be  included  in  such  electrical 
eorpoialion  s rate  base.  Once  a lour  percent  aggregate  can  is  reached  for  community'  solar 
lacilities.  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
piognini  shall  be  expanded, _and  the  commission  may  increase  the  aggregate  capacity  can  above 
four  percent,  or  adjust  the  percentage  cap  ol  electrical  corporations  owning  community  solar 
lacilities.  The,  commission  shall  consider  all  bcncllts  and  costs  of  such  an  expansion  when 
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inakinu  its  decision.  Community  solar  facilities  shall  not  be  clitzihlc  lor  tax  credits  under  section 
386.1000. 

4.  for  anv  community  solar  facility  that  is  owned  or  operated  hv  an  entity  other  than  an  electrical 
corporation,  the  enemy  uenerated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  hi  1 1 credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  ueneraled  from  community  solar  facilities  shall  he  allocated,  on  a pro  rata 
basis,  to  the  dcsiunalcd  subscribers  of  the  community  solar  facility  at  the  direction  ofthc 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  hill  credits  per  kilowatt  hour  takinu  into  consideration  costs  and  henclits  ol  solar  cneri’y 
includiim  hut  not  limited  to  enemy  value,  neneration  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  urid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  ofalloeated  community  solar  hill  credits  shall  he  used  to  reduce  the  customer's 
total  hill.  Owners  and  operators  of  community  solar  facilities  shall  not  he  considered  a public 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  tacility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  valuc-of-communily-solar  rate  lor  a period  ol  twenty 
years. 

6.  The  commission  shall  promulualc  rules  and  retaliations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  lor  electrical  corporations;  provide  an  orderly_.proce.ss, 
includiim  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 ol  this  section:  and  provide  options, 
which  may  include  financial  incentives,  to  encouraue  low-income  participation. 

7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under 
the  authority  dclcuatcd  in  this  section  shall  become  effective  only  il  it  complies  with  and  is 
subject  to  all  ofthc  provisions  ofehapter  536  and,  if  applicable,  section  536.028.  1 his  section 
and  chapter  536  arc  nonscvcrahle  and  if  any  ofthc  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  elleclivc  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  ol  rulemakiim  authority  and  any  rule  proposed 
or  adopted  alter  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386. 1 OOP.  I . for  all  tax  years  beginning  on  or  alter  January  1 . 20 1 6,  any  taxpayer  incurring  costs 
and  expenses  lor  the  installation  ol'a  clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit",  against  the  state  tax  liability  incurred  pursuantlo 
chapter  143,  exclusive  ofthc  provisions  relating  to  the  withholding  ol  tax  as  provided  in  sections 
1 43.  IP  | to  143.265.  in  an  amount  equal  to  thirty-five  percent  ofthc  total  cost  and  expenses  of  the 
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project.  The  total  amount  ofclcan  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of  this  section. 

2.  The  department  ofeeonomie  development  shall  eertilV  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  prone  thousand  mcuawalts.  measured  in  alternating 
current,  of  additional  clean  energy  ■’cncration  resources  installed  tisinu  tax  credits  under  this 
section  unci  shall  notify  the  uovernor.  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  implication  lor  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
Inis  been  reached.  After  such  certification,  but  no  later  than  June  30,  2022.  the  authorization  to 
issue  additional  clean  enemy  tax  credits  shall  sunset. 

3.  “Clean  enemy  resource  project"  shall  be  defined  ns  ;i  project  producing  electrical  energy  from 
;i  clean  energy  resource  as  defined  in  section  386,900  or  other  technology  eligible  for  net 
metering  as  dclmcd  in  386.900.  A “taxpayer"  shall  mean  tinv  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a clean  enemy 
resource  project  that  is  tangible  personal  properly,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 

an. equivalent  amount  for  other  clean  enemy  resource  projects  measured  in  alternating  current.  IT 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  lor  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  I ;or  the  purposes  ofthis  section,  “value  of  electricity  used  in  Missouri"  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  l;l-RC  Form  Number  I as 
allowed  by  18  CTK  $ 141  or  an  equivalent  as  determined  hv  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  lor  the  precedin';  year  or  most  current 
Importing  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  ofeeonomie  development  within  fortv- 

I iyiLthjys  p.I  die  enactment  of this  section  and  at  least  sixty  days  prior  to  the  beginning  pl  each 
I i sea  I year. 

5/IJjc  provisions  ofthis  section  notwithstanding  a claimant  may  only  apply  lor  and  receive  the 
credit  authorized  by  this  section  lor  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386,020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a stale  lax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6..  The  “Clean  Kncrgv  Fund"  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts.  contributions,  grants,  or  bequests. 
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The  slate  treasurer  without  leuislative  action  shall  credit  to  and  place  in  the  Clean  Enemy  Fund 
all  moneys  collected  as  a result  olThe  application  deposits  rctmirecl  under  this  section.  All  ofthe 
moneys  collected  under  this  section  shall  he  kept  separate  from  the  mineral  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  slate  treasury  and  shall  he  credited  to  and  placed  only  in  the 
Clean  Imerizv  fund  and  the  accounts  created  within  the  Clean  Kncrav  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Kncrav  Fund  and  any  account  created  by  this  section  shall  he 
appropriated  and  used  only  lor  a purpose  authorized  by  this  section  and  shall  not  he  subject  to 
the  provisions  ol'scction  33.080,  RSMo.  The  unexpended  balances  ol'such  moneys  shall  remain 
in  the  Clean  Lmeritv  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  ucncral  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  lmeruv  blind  shall  be  added  to  such  account  and  shall  not  he 
credited  to  the  ucncral  revenue  fund. 

The  department  ofeconomic  development  shall  administer  the  kind.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  lor  advancin'.*  clean  energy  through  the 
efficient  administration  ofthe  clean  energy  tax  credit  proaram  created  under  this  section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  ofeconomic  development.  Each  application  shall  jx; 
prioritized  for  review  and  approval,  in  the  order  ol  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  t»o  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  he 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternatina  current, 
application  deposit,  which  shall  he  deposited  in  the  Clean  Imcruy  blind.  Such  application  deposit 
shall  be  refunded  at  completion  ofthe  project  or  il  the  department  ol  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  hneruv  Kind  il  the 
application  is  withdrawn  by  the  taxpayer  or  the  protect  is  not  completed  within  the  time  spccilied 
under  this  section.  The  taxpayer  may  reemest  a relnnd  ol  the  application  deposit:  however,  any 
refunds  ofthe  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shall  be  retained  in  the  Clean  I 'inert*  v Fund  until  com  plction  ol  the  proiect.  At  least  (nice 
per  Quarter,  the  department  ofeconomic  development  shall  publish  a list  identilvina  the  amount 
of  tax  credits  rcccivina  initial  approval  and  linal  approval  for  each  liscal  year  and  the  amount  ol 
tax  credits  reserved  for  future  years,  if  applicable. 

K.  bach  application  for  initial  approval  ofthe  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  ofeconomic  development  within  thirty  days  ol  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( | ) Proof  of  ownership  or  site  control.  Prool  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  ol  the  eligible  properly.  Such  evidence  may  include  a 
warranty  deed,  closina  statement  or  other  form  approved  by  the  department.  Propl  o I sate 
control  mav  be  evidenced  hv  a leasehold  interest  or  an  option  to  acquire  such  an  interest! 
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(2)  Dcsi»n  plans  for  the  clean  energy  resource  project,  includiim  one-line  diagrams  stamped 
hy  a professional  engineer,  when  applicable: 

(3)  Hie  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  lor  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  dale,  and  the  estimated 
project  completion  date: 

H)  I be  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Knernv  Fund:  and 

(3)  Any  othci  information  which  the  department  ol  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

2...l)is»ipPiovcd  applications  shall  lose  priority  in  the  review  process.  II  an  application  is  removed 
Ironi  the  review  process,  the  department  ofcconomic  development  shall  notify  the  taxpayer  in 
wnlmil  of' the  decision  ol  its  intent  to  disapprove  and  to  remove  such  application.  The  taxpayer 
Mil:.!.!.!  have  one  opportunity,  not  to  exceed  ten  days  of  notification  of  intent  to  disapprove,  to 
collect. any  deficiencies  in  the  initial  application  without  losiim  its  priority  before  bccominti 
disapproved.  A disappioved  application,  which  is  removed  from  the  review  process,  may  be 
resubmitted.  hut  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  this  section. 


JO.  li  the  department  ofcconomic  development  deems  the  application  sunicicnt.  the  taxpayer 
shall  be  notified  in  writinn  olThc  approval  lor  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-live  days  of  the  initial  application.  Such  approvals  shall  he  "ranted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 


JLLJn  the  event  that  the  department  ofcconomic  development  grants  approval  lor  tax  credits 
eciual  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
UDUL'Qvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaitinu  review  or  thereafter  submitted  lor  initial  approval  shall  be 
notified  by  the  department  ofcconomic  development  that  the  maximum  amount  oferedits 
iUIthpri/.ed  have  been  allocated  lor  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  ofcconomic  development  shall  continue  to  review  applications  durinn  the  llscal  year 
anejany  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  llscal  year. 


12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  eneruv 
Lcsourcc  project  within  nine  months  of  the  date  of  issuance  ol  the  letter  from  the  department  ol' 


economic  development  mantinu  the  initial  approval  lor  tax  credits.  Completion  shall  include 
^crtillcationjrom  a local  permittinu  authority  that  the  project  is  complete.  II' no  certification  from 
a.local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installatio n 


meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  bv 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  oHdectrical  and 
lljec.tronics  lfn»inccrs.  Underwriters  Laboratories,  the  Federal  l-ncrm  Retaliatory  Commission. 
andany  local  i’overnint’  authorities.  By  depositing  an  additional  two  cent  ncr  watt  application 
deposit  with  the  department  of  economic  development  to  he  credited  to  the  Clean  bncruv  l;und. 
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the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  Tailed  to  comply  with  the  requirements  provided  tinder  this  section,  the  approval  for 
the  amount  oftax  credits  lor  such  taxpayer  shall  he  rescinded  and  such  amount  ol  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  Irom  which 
approvals  may  he  emitted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  he 
noti  lied  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 


1 3.  For  calendar  year  2016.  anv  taxpayer  verified  bv  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  5 
within  calendar  year  2016  shall  be  deemed  eligible  lor  the  tax  credit  under  this  section. 


14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  lor  final  approval  and  issuance  ol  tax  credits  Irom  the  department 
of  economic  development,  which  shall  determine  the  total  amount  ol  eligible  costs  lor  the  clean 
energy  resource  project.  The  taxpayer's  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  continuing  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project,  for  anv  project  to  which  the  department  gives  linal  approval,  the  department 
shall  inform  the  taxpayer  bv  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  davs  of  receiving  the  linal  approval  application.  The  taxpayer  shall  attach  the  certi I icate  to 
all  Missouri  income  lax  returns  on  which  the  credit  is  claimed.  1 he  department  ol  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  ol  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer's  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  inav  be  carried  back  to  anv  ol  the  three  preceding  years 
and  carried  forward  lor  credit  against  the  taxes  imposed  pursuant  to  chapter  14a  and  chapter  1 4 S, 
except  for  sections  143.191  to  143.265  lor  the  succeeding  ten  years,  or  until  the  lull  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  lor  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carrylorward  rights  contained  in  this 
subsection.  The  assignor  oftax  credits  shall  perfect  such  transfer  bv  notifying  the  department  ol 
economic  development  in  writing  within  thirty  calendar  davs  following  the  ellective  date  ol  the 
transfer  and  shall  provide  anv  information  as  may  he  required  bv  the  department  ol  economic 
development  to  administer  and  carry  out  the  provisions  ol  this  section.  Lhe_state  tax  credit  shall 
not  be  subject  to  recapture  provisions.  For  financial  institutions,  credits  authorized  pursuantjp 
this  section  shall  be  deemed  to  be  economic  development  credits  lor  purposes  ol  section 
148.064. 

16.  Hxeept  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  ol  eligible  costs 
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and  expenses  incurred  In-  a taxpayer  would  result  in  the  issuance  ol'an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  1 0 or 
1 I of  this  section,  such  taxpayer  mav  not  apply  to  the  department  for  issuance  ol'lax  credits  in  an 
amount  equal  to  such  excess  and  shall  he  limited  lo  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  ofeconomie  development. 


17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  ol'llie 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  dellncd  in  section  536.010,  that  is  created 
under  the  authority  deleualcd  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  ol'llie  provisions  of  chapter  536, 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-190) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $759,071  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a 
year  or  more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 


eligibility  and  certification  under  the  Renewable  Energy  Standard.  DE  assumes  this 
provision  would  result  in  additional  RES  certifications  that  would  need  to  be  perfonned. 


Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

The  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned  utilities  in 
Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy  Certificates 
(RECs)  for  compliance.  One  REC  represents  1 megawatt-hour  (MWh)  of  electricity 
generated  from  an  eligible  renewable  energy  resource.  The  in-state  renewable  energy 
generation  can  receive  a multiplier  of  1 .25  for  RES  compliance  purpose.  DE  has  statutory 
authority  to  certify  eligible  renewable  energy  resources  before  RECs  associated  with 
those  renewable  energy  resources  can  be  used  for  RES  compliance.  DE  does  not  charge 
any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 
renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 


from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 
capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 
anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 


• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  authorizing 
a clean  energy  tax  credit. 


Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 


Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab’s  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Information  Source 

Proposed  Legislation 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated: 

Section  386.870,  RSMo,  allows  an  electrical  corporation  to  recover  its  costs  and  add  in 
its  rate  base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided 
the  energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870,  RSMo,  and  also  used  to  meet  the  utility's  renewable  portfolio 
standard  in  Section  393.1030,  RSMo. 

Section  386.870,  RSMo,  also  states  investments  made  pursuant  to  this  section  shall  not 
raise  the  retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half 
of  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap 
is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been  over  7 years 
since  the  enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the 
PSC. 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 
utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 
the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  commission- 
regulated  utility. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 


Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 1 73,  1 75,  1 77,  1 90,  and  1 80 

Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 173, 175, 177, 190,  and  180 

Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $31  to  $63  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($31,362,880)  to 
($62,666,273) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table  10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table  14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16-17 

Table  17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table  1 1 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table  14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16-18 

Table  17 

Prop  C sales  tax  - 
community  solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

13- 

15 

Table  14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16-18 

Table  17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

13- 

15 

Table  14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16-18 

Table  17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$1,674,949 

$3,353,052 

subtotal  all  state  funds 

$0 

($31,362,880) 

($62,666,273) 

13- 

15 

Table  14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16-18 

Table  17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($28,809,691) 

($57,537,622) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  201 8 cap  will  be  established  using  201 6 data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  1 7 of  the  proposed  section  386.1 000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $122 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  2017  since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  201 5 Q1  cost  to  CY  201 7 since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  2017  thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  1 0 takes  that  information  and  shows  two  possible  alternatives  for  CY  201 7. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 


12 


• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 


13 


Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  2018.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  10,  12,  13,  14,  16,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  10,  11 , 12,  13,  14,  17  and  18 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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1(1  Thomas  A Loudat,  Blue  Planet  Foundation. " The  Economic  and  Fiscal  Effects  of  Hawaii's  Solar  Tax 
Credit'  - January  201 3. 

http://blueplanetfoundation.org/renewable-energy-tax-credit-201 3. html?highlight=WyJsb3VkYXQiXQ== 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 54 
https://energy.mo.gov/energv/docs/MCSEP.pdf 

18 

Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 65  for  both  sentences  in  this  bullet  point 
https://energv.mo.gov/energy/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 66 
https://energy.mo.gov/energy/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 66 
https://enerav.mo.gov/enerav/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  1 62-1 64 
https://energy.mo.gov/energy/docs/MCSEP.pdf 
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“ Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 

Energy  Plan"  October  201 5,  p.  1 78 

https://energy.mo.gov/energy/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
Energy  Plan"  October  201 5,  p.  20-21 
https://energy.mo.gov/energy/docs/MCSEP.pdf 
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Missouri  Department  of  Economic  Development,  Division  of  Energy,  "Missouri  Comprehensive  State 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/ 1,000, 000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
Sta  te  of  Missouri 


Elections  division 
(573)751-2301 


December  1 8.  20 1 5 


\u-m 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Unbares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  9 (2016-189) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Unbares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • Business  Services  • elections  • publications  • securities  • state  archives  • State  Library  • wolfner  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  ora  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter 


INITIATIVE  PETITION 


I’o  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Loug^i,  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  n§3ction.  at  the 
general  election  lo  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says.  I ht/yfejeKonally^nedt^s 

petition.  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Lbiigv).  my  re^terejdrnot 

address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name  ra  O 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Citv,  Town  or  Village) 

ZIP 

CODE 

CONOR 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that 
each  lias  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OE  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I I IAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I Hiu  tit  least  IS  yeais  of  age.  I do do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer . 


Signature  of  Affiant 

(Printed  Name  of  Affiant) 

Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 

day  of 

,A.D.  201  . 

Signature  of  Notary 

Address  of  Notary' 

Notary  Public  (Seal) 

My  commission  expires 

Be  il  enacted  by  the  people  of  the  slate  of  Missouri: 

Chapter  386  is  amended  by  adding  four  new  sections,  to  be  known  as  sections  386.900,  386.910.  386.920,  and  386.930,  to 
read  as  follows: 

386. 900,  Sections  386.900  through  386,930  shall  be  known  as  the  “Missouri  Energy  Freedom  Act”.  These  sections  reflect 
both  the  critical  role  that  abundant,  affordable,  sustainable,  and  secure  supplies  of  renewable  enemy  have  in  advancing  the 
economy  of  the  Slate  and  the  security,  health  and  welfare  of  its  citizens,  and  the  intent  of  the  people  to  promote  the  long 
term  sustainability,  security,  and  affordability  of  energy  supply  by  encouraging  the  development  and  utilization  of 
renewable  energy  bv  the  people  of  this  state.  The  right  of  citizens  to  directly  invest  in  renewable  energy  sources  to  meet 
their  own  energy  needs,  while  also  connecting  to  the  electric  grid,  shall  not  be  limited  more  than  is  necessary  to  protect 
the  safety  and  security  of  the  electric  grid. 

386.910.  As  used  in  sections  386.900  through  386.930,  the  following  terms  shall  mean: 

( 1 ) “Aggregated  renewable  facility  metering",  a rate  and  metering  arrangement  that  allows  a property  owner  with  multiple 
utility  accounts  on  one  property  or  adjacent  properties  or  contiguous  properties,  all  of  which  are  served  by  the  same  retail 
electric  supplier,  such  as  but  not  I i mited  to.  a group  of  university  or  hospital  buildings,  municipal  or  other  publ icly  owned 
premises,  a military  base,  public  housing,  shopping  mall,  or  farm  properties,  to  install  and  operate  renewable  energy 
facilities  that  together  do  not  exceed  5 MW  in  capacity,  on  such  property  or  on  the  adjacent  or  contiguous  property,  foi 
the  primary  purpose  of  offsetting  part  or  all  of  the  electrical  energy  requirements  associated  with  the  utility  accounts  on 
such  properties,  and  allocate  the  related  community  renewable  energy  credits  among  the  utility  accounts  on  such  properly 
or  adjacent  or  contiguous  properly; 

(2)  “Community  based  renewable  facility  access1',  a rate  and  metering  arrangement  that  allows  for  multiple  retail 
customers  who  arc  located  in  a community  such  as.  but  not  limited  to,  a condominium  complex,  industrial  park,  town,  or 
city,  to  contract,  over  a minimum  15  year  term  for  energy  produced  bv  a renewable  energy  facility  that  docs  not  exceed  5 
MW  in  capacity  and  that  is  interconnected  to  the  same  public  utility  distribution  system  that  serves  the  premises  of  such 
retail  customers,  and  allocates  related  community  renewable  enemy  credits  among  such  retail  customers,  provided 
however  that  the  5M  W limit  in  capacity  shall  not  prevent  multiple  renewable  energy  facilities  serving  different  retail 
customers  from  co-Joeating; 

(3)  “Community  renewable  access  arrangements”,  aggregated  renewable  facility  metering,  and  community-based 
renewable  laci  1 i tv  access: 

(4)  “Community  renewable  energy  credits”,  either  the  per  kilowatt-hour  deduction  in  the  metered  usage  used  by  the  retail 
electric  supplier  to  calculate  the  utility  bill  of  a retail  customer  that  is  participating  in  a community  renewable  access 
arrangement,  or  a financial  amount  credited  to  the  utility  bill  of  such  a retail  customer,  which  shall  be  calculated  by 
applying  a specified  amount  per  kilowatt-hour,  determined  as  set  forth  in  rules  adopted  by  the  commission  or  in  the 
policies  of  the  governing  body  of  a municipal  utility  or  retail  electric  supplier,  to  the  energy  generated  bv  a renewable 
energy  facility'  on  behalf  of  such  customers: 

(5)  “Rencwabl  e e n e rgy  resources”,  the  same  meaning  as  set  forth  in  subdivision  (6)  of  subsection  2 of  section  386,890: 

(6)  “Renewable  energy  facility”,  a facility  that  produces  renewable  energy  resources; 

(7)  “Retail  electric  supplier”,  the  same  meaning  as  set  forth  in  subdivision  (7)  of  subsection  2 of  section  386.890; 

(8)  “Utility  account”  or  “retail  customer”  means  a specific  customer  account  that  is  receiving  service  and  billed  for  such 
service  by  a ret  a il  electric  supplier. 

386,920.  Notw ithstand ing  any  provision  in  this  chapter  or  chapters  393  or  394  to  the  contrary,  the  owner  or  operator  of  a 
Qualified  electric  generation  unit  serving  a customer-generator  as  defined  in  section  38(*.89<i.  or  of  a renewable  energy 
facility  that  is  used  in  a community  renewable  access  arrangement,  that  provides  renewable  energy  resources  to  a retail 
customer  through  a power  purchase  agreement,  a sale  and  leaseback  of  couipment,  or  other  form  of  contract  between  the 
retail  customer  and  the  owner  or  operator  of  such  Qualified  electric  generation  unit  or  renewable  energy  facility,  sha  11  not 
be  determined  by  reason  of  such  ownership,  operation,  contract,  or  provision  of  energy,  to  be  an  electrical  corporation  or 
public  utility  its  those  terms  arc  defined  in  section  386,020,  nor  shall  such  owner  or  operator  be  precluded  from  installing. 
owi ling  or  operating  the  Qualified  electric  unit  or  renewable  energy  faci lily  as  allowed  bv  section  386,910  or  section 
386.930  and  providing  the  related  renewable  energy  resources  to  a customer  that  is  receiving  utility  service  from  a retail 
electric  supplier.  Nothing  in  this  subsection  shall  be  construed  as  amending  or  superseding  the  commission  s authority  to 
ensure  safe  operation  of  any  electric  plant  as  granted  in  and  pursuant  to  subsection  I of  section  386.3 10, 

386.930. 1.  Each  retail  electric  supplier  shall  offer  the  interconnection  and  metering  arrangements  and  community 
renewable  energy  credits  necessary  to  facilitate  and  support  the  community  renewable  access  arrangements. 

2,  Within  60  days  of  the  effective  date  of  this  section,  the  commission  shall  promulgate  initial  rules  to  establish  the  terms 
and  conditions  under  which  the  retail  electric  suppliers  regulated  under  chapter  393.  shall  be  required  to  interconnect  with 
and  support  each  of  the  community  renewable  access  arrangements,  including  the  determination  of  community  renewable 
energy  credits  to  be  applied  in  such  arrangements,  and  shall  conclude  such  proceeding  by  adopting  a proposed  rule  within 
180  days  of  promulgating  the  initial  rules.  Within  twelve  months  of  the  effective  date  of  this  section,  the  governing  body 
of  a municipal  utility  or  rural  electric  cooperative  shall  also  adopt  policies  establishing  the  terms  and  conditions  under 
which  such  municipal  utilities  or  rural  electric  cooperatives  shall  be  repaired  to  interconnect  with  and  support  each  of  the 
community  renewable  access  arrangements,  including  the  determination  of  community  renewable  energy  credits.  Such 
rules  or  policies  shall  provide  that  retail  electric  suppliers  shall  recover  the  costs  of  any  additional  distribution  equipment 
that  the  retail  electric  supplier  is  required  to  install  to  accommodate  the  installation  of  the  renewable  energy  facility  that  is 
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part  of  a community  renewable  access  arrangement  from  the  owner  or  operator  of  such  facility  or  from  the  customers 
participating  in  the  community  renewable  access  arrangement.  The  provisions  of  subsections  II.  13,  16.  and  17  of  section 
386,890  shall  also  apply  to  renewable  energy  facilities  used  in  community  renewable  access  arrangements  to  the  same 
extent  they  apply  to  the  generation  units  of  customer-generators  under  section  386,890, 

3,  In  any  rulemaking  or  other  proceeding  required  by  subsection  2 of  this  section,  provisions  equivalent  to  the 
interconnection  provisions  set  forth  in  subsections  6,  7,  and  15  of  section  386,890.  and  provisions  equivalent  to  those  in 
subsection  5 of  section  386,890  for  the  calculation  of  a net  electrical  energy  measurement  and  application  of  credits  for 
net  excess  energy  generated,  shall  be  presumed  reasonable  and  shall  apply  to  the  utility  bills  of  the  retail  customers  in 
community  renewable  access  arrangements  unless  alternate  terms  and  conditions  are  shown  by  clear  and  convincing 
evidence  to  be  necessary  either  to  protect  the  safety  and  security  of  the  electric  grid  or  to  better  meet  the  criteria  set  forth 
in  subsection  4 of  this  section.  In  no  circumstance,  however,  shall  the  commission  or  governing  body  of  a municipal 
utility  or  rural  electric  cooperative  approve  an  alternate  means  of  calculating  community  renewable  energy  credits  that 
results  in  an  amount  less  than  the  sum  of  the  retail  electric  supplier’s  avoided  energy  and  capacity  costs,  and  any  avoided 
transmission  and  distribution  costs  that  result  from  the  installation  and  operation  of  such  facility,  and  other  avoided  costs 
identified  by  the  commission  or  governing  body  of  a municipal  utility  or  rural  electric  cooperative. 


4.  In  adopting  the  rules  or  policies  provided  for  in  this  section,  and  when  reviewing  tariffs,  contracts  for  service, 
interconnection  agreements  or  rates,  or  deciding  complaints  relating  to  community  renewable  access  arrangements,  the 
commission  or  governing  body  of  a municipal  utility  or  retail  electric  supplier  shall  balance  each  of  the  following 
objectives: 

( 1 ) maximizing  the  use  of  in-state  renewable  energy  resources  by  citizens  of  the  state  and  removing  or  reducing  existing 
barriers  including,  but  not  limited,  to  requirements  for  costly  studies  and  other  preconditions  to  interconnection  or  the  lack 
of  standardized  terms,  to  the  direct  investment  by  individuals,  businesses,  and  other  entities  in  renewable  energy 
resources: 

(2)  promoting  private  investment  in  renewable  capacity  in  the  state; 

(3)  promoting  the  diversification  of  the  state’s  supply  portfolio  and  reducing  the  state’s  dependence  on  fossil  fuel  energy 
sources; 

(4)  mitigating  more  costly  transmission  and  distribution  investments  otherwise  needed  for  system  reliability; 

(3}  encouraging  the  growth  of  jobs  and  other  economic  development  within  the  state; 

(6)  minimizing  the  long  term  costs  associated  with  future  additions  of  capacity  needed  to  meet  the  state’s  energy 
requirements:  and 


f7)  furthering  the  long  tenn  affordability,  reliability,  and  security  of  energy  supply. 
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Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated: 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Community  Renewable  Energy 

This  section  requires  retail  electric  suppliers  to  offer  interconnection  and  metering 
arrangements  and  community  renewable  energy  credits  for  community  renewable 
facilities  up  to  5 megawatts.  This  provision  requires  the  PSC  to  promulgate  rules. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  Division  of  Energy  (DE)  staff  would  participate  in  the  workshops, 
monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where  net 
metering  provisions  are  considered. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  the  inclusion  of 
aggregated  renewable  facility  metering  and  community  based  renewable  facility  access 
up  to  5 megawatts  will  result  in  an  increase  in  renewable  energy  installations  in  Missouri 
which  may  be  used  for  RES  compliance. 

Long-range  implications 

Economic  benefits  associated  with  construction  of  community  renewable  energy  facilities 
would  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900-  Community  Renewable  Energy 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemakings 
and  related  cases  to  implement  these  provisions  but  could  do  so  with  existing  resources. 


However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

DE  anticipates  the  authorization  and  requirement  that  retail  electric  suppliers  offer  access 
and  metering  to  community  renewable  facilities  would  result  in  an  increase  in  renewable 
energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  For  purposes  of 
this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no  undue  adverse 
environmental  impacts  are  for  solar  projects  and  assumes  that  there  would  be  a small 
number  of  additional  community  renewable  systems  up  to  5 megawatts  that  will  submit 
requests  for  RES  certification  to  DE. 

DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable  electric  generation 
facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies. 
Solar  photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically 
require  more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments 
in  addition  to  verifying  applicable  environmental  permits,  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the 
additional  RES  environmental  reviews/certifications  anticipated  from  this  proposal  using 
existing  resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 


if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 


2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  proposed  Section 
386.920,  RSMo,  states  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and 
394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric  generation  unit  serving  a 
customer-generator...,  shall  not  be  determined  by  reason  of  such  ownership,  operation, 
contract,  or  provision  of  energy,  to  be  an  electrical  corporation  or  public  utility  as  those 
tenns  are  defined  by  section  386.020....”  This  language  suggests  that  any  electrical 
corporation  providing  service  to  a customer-generator  could  be  exempt  from  Section 
386.020,  RSMo,  and  potentially  somehow  exempt  from  commission  regulation  even  if 
already  regulated.  To  alleviate  any  possible  confusion  delete  the  words  “the  owner  or 
operator  of  a qualified  electric  generation  serving”  before  ‘a  customer-generator’  (which 
is  already  limited  by  its  definition  of  generators  producing  currently  1,000  KW  or 
proposed  change  2,000  KW  and  the  limits  under  the  definition  of  ‘community  based 
renewable  facility  access’  of  5 MW).  Further,  the  language  “Notwithstanding  any 
provision  in  this  chapter  or  chapter  393  and  394  to  the  contrary,”  should  also  be  deleted 
to  remove  potential  conflict  with  regulation  of  electrical  corporations. 


Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&ltvpe=pin&rtype=s&pin=&rse=0&maptype=0 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  no  direct  costs  or  savings.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


Jason  ICander 


Sgodu  u dl zJ 


James  C.  Kirkpatrick 
Sta  te  Information  Center 
(573)751-4936 


Secretary  of  State 
State  OF  Missouri 


Elections  Division 
(573)751-2301 


December  18,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  8 (2016-188) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  Hied  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  I Ioffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021 , RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri. 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  1 am  a registered  voter  of  the  stale  of  Missouri  and County  (or  city  of  St 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  iwaname 


(Official  Ballot  Title) 
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CIRCULATOR  S AFFIDAVIT  STA  TE  OF  MISSOURI,  COUNTY  OF 

l, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONOR 

DIST 

NAME 

(Printed  or  Typed) 

1 

3. 

4 

5. 

6. 

7. 

8 

9. 

10. 

II 

12 

13 

14. 

15 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  m my  presence,  I believe  that 
each  has  staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL 
STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED 
OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  he  paid  lor  circulating  this  petition  II  paid,  list 

the  payer . 


Signature  of  Affiant  (Printed  Name  of  Affiant)  Address  oi  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  20 1 

Signature  of  Notary  Address  ot  Notary 

Notary  Public  (Seal ) My  commission  expires  _ 


He  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386  890  is  amended  and  five  new  sections  arc  enacted,  to  be  known  as  sections  386.900.  386.910.  386.920.  386.930.  and  386.940.  to  read  as  follows 
386.890.  I . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy  Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

1 1 ) 'Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity . as  defined  by  the  governing  body  vv  ith  jurisdiction  over  any 
municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394.  or  electrical  corporation  as  provided  in  ibis  chapter: 

(2|  "Commission",  the  public  service  commission  of  the  stale  of  Missouri: 

(3)  “Customer-generator",  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  bv  contract  to  receive  the  electric  energy  generated  In . a qualified  electric 
energy  generation  unit  which: 

(a)  Is  powered  by  a renew  able  energy  resource: 

(b)  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  |one  hundred  I two  thousand  kilowatts. 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherw  ise  controlled  by  the  customer-generator: 

Id)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  w ith  a relail  electric  supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy  requirements: 

tlj  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the  National  Electrical  Safely 
Code,  the  Institute  of  Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission,  and  any  local  governing 
authorities:  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that 
service  to  the  customer-generator  is  interrupted: 

(-1)  “Department"’,  the  department  of  | natural  resources)  economic  development: 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a customer-generator  by  a retail 
electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable  billing  period. 

(6)  "Renewable  energy  resources'",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells 
using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  av  ailable  after  August  28.  2007.  and  arc 
certified  as  renewable  by  the  department: 

(7)  "Retail  electric  supplier"  or  "supplier"',  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric  cooperative  under  chapter 
.394  that  provides  relail  electric  service  in  this  slate. 

3.  A retail  electric  supplier  shall 

( 1 ) Make  net  metering  available  to  customer-generators  on  a lirst-comc.  first-served  basis  until  the  total  rated  generating  capacity  of  net  metering  systems  equals 
five,  percent  of  the  utility's  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or  the  governing  body  for  other  electric 
utilities  may  increase  the  total  rated  generating  capacity  of  net  metering  systems  loan  amount  above  live  percent  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak  load  for  the  previous  calendar 
year; 

(2)  Offer  to  (he  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rales,  rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that 
the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer-generator  any  additional  standby, 
capacity,  interconnection,  or  other  fee  or  charge  that  would  not  otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  of  disclosure  being  at  the  discretion  of  the 
supplier. 

4.  A customer-generator's  facility  shall  he  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical  energy  produced  or 
consumed  by  the  customer-generator.  If  the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is  necessary  for  Lite  electric 
supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer -generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  icqucst  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by 
the  iclail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  ov  er  the  course  of 
up  to  twelv  e billing  cycles  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for  bv 
the  customer-generator 

5 Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a relail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing  period  in  accordance  w ith 
normal  metering  practices  for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that  measures  the  amount  of  electrical  energy 
produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure  the  customer-generator's  consumption  and  production  of  electricity . 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  cuslonier-generalot  during  a billing  period,  the  customer-generator  shall  be 
billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  lor  customers  in  the  saute  rale  class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the  customer-generator  shall  be 
billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  |shall  be  credited  an  amount  at  least  equal  to 
the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period)  all  net  excess 
kilowatt-hours  generated  shall  be  recorded  as  net  excess  energy  credits  per  kilowatt-hour  and  those  credits  shall  be  can  ted  forward  from  inonih-lo-monlli  and 
credited  at  a ratio  of  one-to-one  auainst  the  customer-generator's  enemy  consumption  in  subsequent  hilling  periods: 

(4)  Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  vv  idtoul  any  compensation  at  the  earlier  of  either  March  I or  vv  lien  the  customer- 
generator  disconnects  scrv  ice  or  terminates  the  net  metering  relationship  with  the  supplier: 

(.5)  f or  any  rural  electric  cooperative  under  chapter  394.  or  municipal  utility . upon  agreement  of  the  wholesale  generator  supplying  electric  energy  to  the  retail 
electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale  generator. 

(>.  (I  I Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety,  pcrfonunncc.  interconnection,  and  reliability 
standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics 
Engineers,  and  Underw  riters  Laboratories  for  distributed  generation.  No  supplier  shall  impose  any  fee.  charge,  or  other  requirement  not  specifically  authorized 
by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the  fee.  charge,  or  other  requirement  would  apply  to  similarly  situated  customers 
vv  ho  arc  not  customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s  system  contain  a switch,  circuit  breaker,  fuse,  or 
other  easily  accessible  dev  ice  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a utiliiv  worker  the 
ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric  distribution  system. 


<-)  I* or  s\  stems  ol  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdi\  iston  ( 1 ) of  this  subsection  shall  not  be 
required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability  insurance  beyond  w hat  is 
required  under  subdi\ ision  (I  | of  this  subsection  and  subsection  4 of  this  section: 

(3)  I or  customer-generator  s\  stems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or 
equivalent  formal  action  by  each  respective  governing  body 

tal  Set  forth  safety . performance,  and  reliability  standards  and  requirements;  and 

( b)  I stablish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or 
purchase  additional  liability  insurance. 

7(1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements  of  subdivision  (3)  of 
subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical  generating  sy  stem,  including  but 
not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days 
of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to 
the  supplier's  system,  the  customer-generator  w ill  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that  the 
installation  meets  the  requirements  of  subdivision  ( 1 ) of  subsection  6 of  this  section  If  the  application  for  interconnection  is  approved  by  the  retail  electric 
supplier  and  the  customer-generator  does  not  complete  the  interconnection  w ithin  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and 
the  customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  for  filing  a new  application 
under  subdivision  ( I ) of  this  subsection 

X knelt  eommissiou-rcgulatcd  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonrcgulated  suppliers  shall  submit  the  same 
report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request,  including  the  follow  ing  information  for  the 
previous  calendar  year: 

( I » flic  total  number  of  customer-generator  facilities: 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators:  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall,  within  nine  months  of  January  I.  2008,  promulgate  initial  rules  necessary  for  the  administration  of  this  section  for  public  utilities,  which 
shall  include  regulations  ensuring  that  simple  contracts  w ill  be  used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions  Any  rule  or 
portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  il  complies 
with  and  is  subject  to  all  of  the  provisions  of  chapter  536  and.  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonscvcrable  and  if  any  of  the 
powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  dale,  or  to  disapprove  and  annul  a rule  arc  subsequently  held 
unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  August  28.  2007.  shall  be  invalid  and  void 

It)  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  1.  2008.  adopt  policies  establishing  a simple 
contract  to  be  used  for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the  interconnection  thereof, 
the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  conv  incing  evidence  of  fault  on  die  part  of  the  supplier 

12.  I lie  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards  the  respective  retail  electric 
supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly 

13.  flic  sale  of  qualified  eleclric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  to  407.720.  The  attorney 
general  shall  have  the  authority  to  promulgate  in  accordance  with  the  prov  isions  of  chapter  536  rules  regarding  mandatory  disclosures  of  information  by  sellers  of 
qualified  electric  generation  units.  Any  interested  person  who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance 
standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney 
general,  who  shall  be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions 

14  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rate  structure. 

15  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric  supplier  without  written 
approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a consumer  who  violates  this 
prov  iston  a supplier  may  immediately  and  without  notice  disconnect  the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service 

16  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  lor  any  damages  to  properly  or  person  caused  by  a defect  in 
the  electric  generation  unit  of  a customer-generator 

1 7 The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  he  held 
liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

38i.  von  Sections  38i>  001 1 through  38t>  040  shall  be  known  as  the  "Missouri  Energy  Freedom  Act'  These  sections  reflect  both  the  critical  role  that  abundant. 
affordable,  sustainable,  and  secure  supplies  of  renewable  energy  have  in  advancing  the  economy  of  the  slate  and  the  security . health  and  w ellarc  of  its  citizens, 
and  the  intent  of  the  people  to  promote  the  long  term  sustainability,  security,  and  affordability  of  energy  supply  by  encouraging  the  development  and  utilization 
ol  k:ik:w  able  energy  by  the  people  of  this  stale.  The  right  of  citizens  to  directly  invest  in  renewable  energy  sources  to  ingot  their  own  cncigv  needs,  while  also 
connecting,  to  the  electric  grid,  shall  not  he  limited  more  than  is  necessary  to  protect  the  safety  and  security  of  the  eleclric  grid 

386,910  As  used  in  sections  386  900  through  386.941).  the  following  terms  shall  mean 

( 1 ) 'Aggregated  icncwable  facility  metering”,  a rale  and  metering  arrangement  that  allows  a properly  owner  with  mull  rale  n tilitv  acconn  l s on  one  ptopeily  or 
align  mi  properties  oi  contiguous  oumniicx  all  of  which  are  served  by  the  same  retail  eleclric  supplier,  such  as  hut  nol  limited  to.  a group  of  university  or 
hospital  buildings,  municipal  or  other  publicly  owned  premises,  a military  base,  public  housing,  shopping  mall,  or  farm  inoiierties.  to  install  and  operate 

rent  w able  energy  facilities  that  together  do  not  exceed  5 MW  in  capacity . on  such  property  or  on  the  adjacent  or  contiguous  properly  for  the  primary  purpose  of 
offsetting  part  or  all  of  the  electrical  energy  requirements  associated  y\  nil  the  utility  accounts  on  such  properties,  and  allocate  the  related  community  renewable 
energy  credits  among  die  utility  accounts  on  such  property  or  adjacent  or  contiguous  properly ; 

(2)  ( oimminitv  based  renewable  facility  access”,  a rale  and  metering  arrangement  that  allows  for  multiple  retail  customers  w lio  are  located  in  a community  such 
as  hut  not  limited  to.  a condominium  complex,  industrial  park,  town,  or  city,  to  contract,  over  a minimum  15  year  term  for  energy  produced  In  a renewable 

.ii.  i x facility  that  does  not  exceed  5 MW  m capacity  and  that  is  interconnected  to  the  same  public  utility  distribution  system  that  serves  the  premises  ol  such 
i.  i.ul  customers,  and  allocates  related  community  renew  able  energy  credits  among  such  retail  customeis.  pun  ided  how  ever  that  the  5MW  limit  in  capacity  shall 
not  picvcnt  multiple  icncwable  energy  facilities  sen  ing  different  retail  customers  from  co-localtng; 

(3)  "Community  renewable  access  arrangements",  aggregated  renewable  facility  metering,  and  community' -based  icncwable  facility  access: 

(4  i "<  ’oiiniinnily  icncwnlilc  energy  ci edits''  either  the  per  l.ilowall-houi  deduction  in  the  metered  usage  used  by  the  retail  electric  supplier  10 calculate  the  Utility 
bill  of  a retail  customer  dial  is  participating  in  a community  renewable  access  arrangement  oi  a financial  amount  credited  to  the  utility  bill  ol  such  a retail 
customer,  tyhicli  shall  lie  calculated  bv  applying  a specified  amount  per  kilowatt-hour,  determined  as  set  forth  in  niles  adopted  bv  the  commission  or  in  the 


policies  or  the  governing  bod'  ol'a  municipal  Mlilii\  or  retail  electric  supplier,  lo  llic  energy  generated  bv  a renewable  cnctgv  facility  on  hcliall  <4  such 
customers: 

( \)  ••  Renewable  energy  resomccs".  the.  same  meaning  ns  scl  forth  in  subdivision  (f»)  or  subsection  2 ol'seciioii  386.890; 

((.)  ' Renewable  energy  facility  a I'acilnv  llial  produces  renewable  energy  resources: 

(7)  "Retail  clcclrie  supplier  ',  the  same  meaning  as  scl  lorili  m subdivision  (7)  or  subscclion  2 of  section  18(>  S91). 

(XrUl  dm  accoini  I"  or  ‘retail  customer"  means  a specific  customer  account  llial  is  rece  iv  ing  service  and  billed  lor  such  sei  vice  In  a retail  electric  supp  lici 

.!«(>  920  Notwithstanding  any  provision  in  tins  chapter  or  chapters  191  or  394  lo  ilie  contrary,  tbc  owner  or  operator  ol'a  unalil'icd  clccinc  generation  unit  set  \ tag 
a cuMoiucr-gcneraior  as  defined  in  scciion  386,890.  or  of  a renewable  energy  facility  tlial  is  used  in  a coimiiiniiiv  renewable  access  arrangement  as  defined  in 
section  386.9IQ.  that  provides  renewable  energy  resources  to  a retail  customer  through  n power  purchase  agreement,  a sale  and  leaseback  of  equipment,  or  othei 
form  of  contract  between  the  retail  customer  and  tlie  owner  or  operator  of  such  qualilicil  electric  generation  unit  or  renewable  energy  facilitx  shall  not  be 
dcici  mined  In  icason  of  such  ounctsliip.  operation,  contract.  ot  tmnision  gfengrgv  lo  be  an  electrical  evaporation  oi  public  utility  as  those  let  ms. ate  del  tiled  m 
scciion  386.02D.  nor  shall  such  owner  or  operator  be  precluded  from  installing,  on  mm;  or  operating  the  imalil'icd  electric  unit  or  renewable  energy  lacilih  as 
allow cd  b\  scciion  386.910  or  section  3X6.930  and  providing  the  related  renewable  energy  resources  lo  a customer  that  is  receiving  utility  service  from  a retail 
electric  supplier  Nothing  in  this  subsection  shall  he  construed  as  amending  or  superseding  the  com  mission's  authority  to  ensure  safe  operation  of  any  electric 
plant  as  granted  in  and  pursuant  lo  subsection  1 of  section  386.310. 

2X(>.92(>.  I,  Laclt  retail  electric  supplier  shall  olTcr  the  interconnection  and  iiicierim:  arrangements  and  community  renewable  energy  credits  necessary  to  facilitate 
mid  support  the  community  renew  able  access  arrangements  defined  in  section  386.920. 

2 Within  60  days  of  the  cffcctiv  c date  of  tins  scciion.  the  commission  shall  promuluate  initial  rules  lo  establish  the  terms  and  conditions  under  which  the  retail 
electric  suppliers  regulated  under  chapter  393.  shall  be  reunited  lo  interconnect  w tilt  and  support  each  of  the  community  renewable  access  artanncmcnls  defined 
in  section  386,910,  including  the  determination  orcommumtv  renewable  energy  credits  to  be  applied  in  such  arrangements,  and  shall  conclude  such  nrocct  dine 
b\  adopting  a proposed  rule  within  I SI)  davs  ofpionnilgating  the  initial  rules.  Within  twelve  months  of  the  effective  dale  of  this  .section,  the  governing  hods  of  a 
municipal  utility  or  rural  electric  cooperative  shall  also  adopt  policies  establishing  the  terms  and  conditions  tinder  which  such  municipal  utilities  or  rural  electric 
cooperatives  shall  be  required  lo  interconnect  with  and  support  each  of  the  community  renewable  access  arrangements  including  the  dctciminalion  of 
community  renewable  energy  credits.  Such  rules  or  policies  shall  proride  that  retail  electric  suppliers  shall  recover  the  costs  of  am  additional  distribution 
equipment  that  the  retail  electric  supplier  is  required  lo  install  lo  accommodate  the  installation  of  the  renew  able  energy  facility  that  is  part  of  a community 
renewable  access  arrangement  from  the  owner  oi  opcralor  of  such  facility  or  from  the  customers  participating  ill  the  community  renewable  access  arrangement. 
The  provisions  gf  subsections  II.  17.  I(i.  and  17  of  section  386.890  shall  also  apply  to  renewable  energy  facilities  used  in  community  renewable  access 
arrangements  to  the  same  extent  they  apply  lo  the  generation  units  of  ctistonier-gencralots  under  scciion  IXo  son, 

1 In  any  rulemaking  or  oilier  proceeding  required  tw  subsection  2 of  tins  section.  proMsions  equivalent  lo  the  interconnection  provisions  set  forth  in  subsections 
<•.  7.  and  13  of  Section  186, 800.  and  provisions  equivalent  lo  those  ill  subsection  5 ol' scciion  186. 890  lor  the  calculation  ol'a  net  electrical  energy  measurement 
and  application  or  credits  For  net  excess  energy  generated,  shall  be  presumed  reasonable  and  shall  apply  to  the  utility  bills  of  the  retail  customers  in  comm  unity 
tcnctv able  access  arrangements  unless  alternate  terms  and  conditions  are  show  n bv  clear  and  convincing  evidence  lo  be  ncccssat  v either  lo  protect  the  safety  mid 
security  of  the  electric  grid  or  lo  belter  meet  the  criteria  set  forth  ill  subscclion  4 of  this  section.  In  no  circumstance,  howcyci.  shall  the  commission  or  governing 
body  or  a municipal  utility  or  rural  electric  cooperative  approve  an  alternate  means  of  calculating  community  rcncrvnblc  energy  credits  llial  results  in  an  amount 
less  titan  die  sum  or  the  retail  electric  supplier's  avoided  energy  and  capacity  costs,  and  anv  avoided  transmission  and  distribution  costs  that  result  Front  the 
installation  and  operation  of  such  facility,  and  other  nsoided  costs  identified  bv  die  commission  or  governing  body  of  a nninieip.il  utility  or  rural  electric 
cooperative. 

1 In  adopting  the  rules  or  policies  provided  for  in  litis  section,  and  when  revierving  tariffs,  contracts  for  scry  ice,  interconnection  agreements  or  rates,  or  deciding 
complaints  rclalit tg  to  community  lenewablc  access  airangcnicnis.  the  commission  or  governing  body  ol'a  municipal  utility  or  retail  clcclri c supplier  shall 
balance  each  of  the  I'olloyy  ing  objectives:  maximizing  the  use  of  in-slate  tcncryablc  energy  resources  bv  citizens  of  the  stale  and  removing  or  reducing  existing 
barriers  including,  but  not  limned  lo.  requirements  for  costly  studies  and  oilier  preconditions  to  interconnection  or  the  lack  of  standardized  icints.  lo  the  dtrec  t 
invc slmcnt  bv  individuals,  businesses,  and  other  entities  in  renewable  energy  rcsou roes:  pi  omoling  private  investment  in  rencyv able  eapac m in  lb c state: 
promoting  the  diversification  of  the  stale's  supply  portfolio  and  reducing  the  slate's  dependence  on  fossil  fuel  energy  sources;  mitigating  more  costly 
transmission  and  distiilmlion  inv  cslmcnls  olhertviso  needed  for  system  icliabilitv:  encouraging  the  grorvtli  of  jobs  and  olltet  economic  development  w itliin  the 
stale:  tntaitiii/.im;  the  long  term  costs  associated  yyillt  future  additions  of  capacity  needed  to  meet  the  state's  energy  requirements;  and  furthering  the  long  icim 
affordability,  reliability,  and  security  of  energy  supply. 

>86  'MU.  I.  Any  taxpayer  that  oyy  ns  a solar  powered  electric  energy  generation  unit  that  meets  the  requirements  for  net  me  let  mg  mulct  section  1 80,890.  oi  soldi 
porvered  clcclrie  energy  generation  unit  that  is  part  ol’a  community  renewable  access  arrangement,  and  that  lias  incurred  costs  and  expenses  related  to  the 
construction,  design,  and  installation  of  that  generation  unit  on  or  alter  the  effective  dale  of  this  section,  shall,  subject  to  the  provisions  of  subsections  2 through  1 
of  this  section,  be  allowed  a state  lax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  M3  (except  withholding  imposed  bv  sections  1 4.1,191  lo 
1 4.1.265).  if  the  director  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project.  The  tax  credit  proy  ided  for  in  litis  section  shall  he  know  u as 
the  “Missouri  Solar  Energy  Tax  Credit''. 

2 1 he  stale  tax  credit  allowed  under  this  scciion  shall  not  exceed  tlnm  -rive  percent  of  the  total  costs  and  expenses  incurred  fot  the  construction,  design,  and 
installation  of  that  generation  unit,  up  lo  a total  of  seventy-five  thousand  dollars  per  utility  metered  account:  provided,  however,  that  beginning  in  calendar  years 
2022  through  201 1 . the  thirtv-fi vc  percent  limit  on  total  costs  and  expenses  shall  be  reduced  bv  an  amount  of  trvo  percent  per  year,  and  the  seventy-five  thousand 
dollar  limit  shall  be  reduced  by  |yyo  thousand  five  hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  tax  credits  allowed  under  this  section 

dm  nig  calendar  years  2022  through  201 1 

1 In  no  event  shall  the  aggregate  amonni  of  all  tax  credits  allowed  under  this  scciion  exceed  fifty  million  dollars  in  any  given  calendar  year  lor  the  period 
lieginning  with  the  effective  dale  of  this  section  through  June  10.  2021.  During  the  calendar  years  2022  through  2011.  this  fitly  million  dollat  limit  for  the 
calendar  year  shall  he  reduced  each  year  bv  an  amount  equal  lo  $2.5  million  dollars  No  ncyy  lax  credits  provided  for  tinder  this  section  shall  he  authorized  after 
turn  lo.  201 1 . The  department  of  revenue  shall  promulgate  rules  and  regulations  for  the  administration  of  tax  credits  issued  pursuant  lo  this  section,  and  establish 
the  procedure  bv  which  such  tax  credits  mav  be  claimed. 

I Any  eligible  applicant  desiring  lo  claim  n lax  credit  under  litis  section  shall  first  request  an  eligibility  statement  from  the  department  ofieveiiiie.  The  appln ant 
shall  identify;  the  generation  unit  for  which  a lax  credit  is  claimed  the  costs  and  expenses  expected  to  he  incurred  hv  the  applicant  related  to  the  consli action, 
design,  and  installation  of  the  unit:  the  nameplate  capacity  of  the  unit;  and  the  ownership  for  the  unit,  flic  director  of  the  department  of  rex  cmic  shall  issue  an 
eligibility  statement  ysithin  thirty  (10)  davs  of  the  request  if  it  finds  that  the  applicant  qualifies  for  a credit  under  this  section  Tax  credits  shall  he  awarded  on  a 
first-come,  first-serve  basis,  until  the  limits  as  proy  ided  in  subsection  1 of  this  section  arc  reached.  The  department  of  teyemie  mav  promulgate  rules  and 
regulations  relating  to  this  certification  process. 

5.  The  credit  authorized  bv  this  section  shall  not  be  refundable.  Any  amount  of  credit  w hicli  exceeds  the  lax  due  lor  a taxpayer's  taxable  y eat  may  be  earned 
forward  to  anv  of  the  taxpavet's  five  subsequent  taxable  years. 

6.  All  or  anv  portion  of  the  lax  credits  issued  in  accordance  xvitli  tins  section  mav  be  transferred,  sold,  or  assigned  to  a third  parly  Certification  ol  transfer,  sale  or 
assignment  and  other  appropriate  forms  must  be  filed  w ith  the  department  of  revenue. 


7.  The  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  lo  the  lax  credits  issued  under  this  section 
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Subject 

Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  net  metering  provisions  are  considered. 

Section  386.930  - Community  Renewable  Energy 

This  section  requires  retail  electric  suppliers  to  offer  interconnection  and  metering 
arrangements  and  community  renewable  energy  credits  for  community  renewable 
facilities  up  to  5 megawatts.  This  provision  requires  the  PSC  to  promulgate  rules.  Similar 
to  above,  DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  by 
participating  in  a rulemaking  docket  to  set  the  process  and  details  associated  with  this 
proposal  and  by  monitoring  and  participating  in  tariff  and  other  related  cases. 

Section  386.940  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 


associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
solar  tax  credit,  expansion  of  the  net-  metering/interconnection  size  from  100  kilowatts  to 
2 megawatts  and  other  provisions,  and  the  inclusion  of  aggregated  renewable  facility 
metering  and  community  based  renewable  facility  access  up  to  5 megawatts  will  result  in 
an  increase  in  renewable  energy  installations  in  Missouri  which  may  be  used  for  RES 
compliance. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 
Section  386.930-  Community  Renewable  Energy 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemakings 
and  related  cases  to  implement  these  provisions  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.940-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  of  solar  facilities  for  the 
Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal  note,  DE  assumes  such 
consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  solar  energy 
installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also  anticipates  that 
the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems  from  100 
kilowatts  to  2 megawatts  and  the  inclusion  of  community  renewable  facilities  would 
result  in  an  increase  in  other  renewable  energy  installations  in  Missouri  which  may  be 
used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  initiative  petitions). 


For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 
purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $199,602  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 


year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 


The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 


by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 


annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Information  Source 

Proposed  Legislation 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  the  following: 

Proposed  Section  386.890.5.(4),  RSMo,  states  "Any  net  excess  energy  credits  granted  by 
this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or 
when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  supplier."  The  current  statutory  language  states  "Any  credits  granted 
by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  12 
months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
tenninates  the  net  metering  relationship  with  the  supplier."  It  appears  the  drafter 
inadvertently  did  not  mark  all  the  changes  in  the  subsection. 

Proposed  Section  386.920,  RSMo,  states  “Notwithstanding  any  provision  in  this  chapter 
or  chapter  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric 
generation  unit  serving  a customer-generator...,  shall  not  be  determined  by  reason  of 
such  ownership,  operation,  contract,  or  provision  of  energy,  to  be  an  electrical 
corporation  or  public  utility  as  those  tenns  are  defined  by  section  386.020....”  This 
language  suggests  that  any  electrical  corporation  providing  service  to  a customer- 
generator  could  be  exempt  from  Section  386.020,  RSMo,  and  potentially  somehow 
exempt  from  commission  regulation  even  if  already  regulated.  To  alleviate  any  possible 
confusion  delete  the  words  “the  owner  or  operator  of  a qualified  electric  generation 
serving”  before  ‘a  customer-generator’  (which  is  already  limited  by  its  definition  of 
generators  producing  currently  1,000  KW  or  proposed  change  2,000  KW  and  the  limits 
under  the  definition  of  ‘community  based  renewable  facility  access’  of  5 MW).  Further, 
the  language  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and  394  to 
the  contrary,”  should  also  be  deleted  to  remove  potential  conflict  with  regulation  of 
electrical  corporations. 

Proposed  Section  386.940,  RSMo,  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is 
not  clear  why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 


2 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 
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the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 


l Panel 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


STATE  AUDITOR'S  Ocr,r,i: 


/annn  rj  r~i  res 

I11S 

S DEC  1 8 2015 

Jason  Kander 

Secret a ky  of  state 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  1 8,  2015 


The  Honorable  Nicole  Galloway 
Slate  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


10-181 


RE:  Petition  approval  request  from  Andrew  Unbares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  7 (20 1 6- 1 87) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  I 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 0 1 
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County 

Page 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  Ins  or  her  own,  or  knowingly  to  sign  bis  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  Slate  for  the  State  of  Missouri: 


K»-in 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says  I have  personally  signed  this 
petition,  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  my  reastered  voting 


address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


<%\ 

(HJ 

m .> 

P I 

o 

m 

<TJ 

—t 

c’\  , 

ft  *C  \ 

~P. 

aw 

> Sf  X. 

CO 

rn  pi 

- 

CT> 

%) 

m 

r> 


=*  rn 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 


1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Slrcet)  <Cit\ . Town  or  Village) 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  T\  ped) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  slate  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer . 


Signature  of  Affiant 

(Person  obtaining  signatures) 


(Printed  Name  of  Affiant)  Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of 


, A.D.  201  . 


Signature  of  Notary 


Address  of  Notary 


Notan'  Public  (Seal) 


Mv  commission  expires 


Be  il  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386.890  is  amended  and  one  new  section  is  added,  to  be  known  as  section  386.893,  to  read  as  ft 
386.890.  I . This  section  strait  be  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act" 

2 As  used  in  this  section,  the  following  terms  shall  mean 

( 1 ) “Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as 
provided  in  this  chapter; 

(2)  “Commission”,  the  public  service  commission  of  the  state  of  Missouri. 

(3)  “Customer-generator",  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  by  contract  to  receive  the  electric  energy 
generated  by.  a qualified  electric  energy  generation  unit  which: 

(a)  Is  powered  by  a renewable  energy  resource, 

(b)  lias  an  electrical  generating  system  with  a capacity  of  not  more  than  (one  hundred  I two  thousand  kilowatts. 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said 
retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy  requirements; 

(Ij  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy 
Regulatory  Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  electricity 
lines  in  the  event  that  service  to  the  customer-generator  is  interrupted; 

(4)  “Department",  the  department  of  [natural  resources]  economic  development. 

(5)  “Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 
customer-generator  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period; 

(6)  “Renewable  energy  resources”,  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic 
cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy 
that  become  available  after  August  28,  2007,  and  arc  certified  as  renewable  by  the  department; 

(7)  “Retail  electric  supplier”  or  “supplier",  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric 
cooperative  under  chapter  394  that  provides  retail  electric  service  in  this  state 

3.  A retail  electric  supplier  shall 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until  the  total  rated  generating  capacity  of 
net  metering  systems  equals  five  percent  of  the  utility's  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for 
a public  utility  or  the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of  net  metering 
systems  to  an  amount  above  five  percent  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve 
any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to 
dale  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier’s  single-hour  peak  load  for  the  previous 
calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rate  structure,  and  monthly  charges  to 
the  contract  or  tariff  that  the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge 
the  customer-generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not  otherwise  be  charged  if 
the  customer  were  not  an  eligible  customer-generator,  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  of  disclosure 
being  at  the  discretion  of  the  supplier 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical 
energy  produced  or  consumed  by  the  customer-generator  If  the  customer-generator's  existing  meter  equipment  does  not  meet  these 
requirements  or  if  it  is  necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer- 
generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  install  the  necessary 
additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles.  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer- 
generator  shall  be  paid  for  by  the  customer-generator 

5 Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner 


( 1 ) l or  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing 

period  in  accordance  with  normal  metering  practices  for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional 
meter  that  measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure 
the  customer-generator's  consumption  and  production  of  electricity;  \ / \ v-\,  / — i 

'(<>  I 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in 
the  same  rate  class; 


(3)  if  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this 
section  and  [shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing 
period,  with  this  credit  applied  to  the  following  billing  period]  all  net  excess  kilowatt-hours  generated  shall  be  recorded  as  net  excess 
energy  credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  month-to-momli  and  credited  at  a ratio  of  one-to-one 
against  the  customer-generator's  energy  consumption  in  subsequent  billing  periods; 

(4)  Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or 
when  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
electric  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be 
provided  by  the  wholesale  generator. 

6(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National 
Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation. 
No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically  authorized  by  this  section  or  the  rules  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  circuit 
breaker,  fuse,  or  other  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdivision  ( I ) of  this 
subsection  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance  beyond  what  is  required  under  subdivision  ( I ) of  this  subsection  and  subsection  4 of  this  section, 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  by  rule  or  equivalent  formal  action  by  each  respective  governing  body; 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (3)  of  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer- 
generator's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and 
shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system, 
the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that 
the  installation  meets  the  requirements  of  subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is 
approved  by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  year  after  receipt 
of  notice  of  the  approval,  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  for 
filing  a new  application  under  subdivision  ( I ) of  this  subsection. 

8 Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulated 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier 
upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  I he  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9 'File  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules  necessary  for  the  administration  of  this 
section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net 
metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is 
defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with 
and  is  subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove 
and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
August  28,  2007,  shall  be  invalid  and  void. 


10  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  1,  2008,  adopt  policies 
establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-m-onc  document  that  includes  a simple  interconnection  retpiesl,  simple  procedures,  and  a brief  set  of  terms  and 
conditions. 

1 1 For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of 
the  supplier 

12.  fbe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  tins  section  shall  count  towards 
the  respective  retail  electric  supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  to 
407  720  The  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding 
mandatory  disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  that  the 
seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rate  structure. 

1 5.  No  consume)  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section 
have  been  met  For  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
facilities  of  said  consumer  and  terminate  said  consumer's  electric  service 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  or 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer- 
generator 

1 8 Notwithstanding  any  provision  in  this  chapter  or  chapters  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified  elec  1 1 j c 
generation  unit  that  provides  renewable  energy  resources  to  a customer-generator  through  a power  purchase  agreement,  a sale  and 
leaseback  of  equipment,  oi  other  form  of  contract  between  the  customer-generator  and  the  owner  or  operator  of  the  qualified  electric 
generation  unit,  shall  not  be  determined  by  reason  of  such  ownership,  operation,  contract,  or  provision  of  energy  to  be  an  electrical 
corporation  or  public  utility  as  those  terms  are  defined  in  section  386  020.  nor  shall  it  be  precluded  from  installing,  owning  or 
operating  the  Qualified  electric  unit  and  providing  the  related  renewable  energy  resources  to  a customer  that  is  being  served  by  a rcta 1 1 
electric  supplier, 

386.895.  I . Any  taxpayer  that  owns  a solar  powered  electric  energy  generation  unit  or  solar  facility  that  meets  the  requirements  for  net 
metering  under  section  386  890,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  of  that 
facility  on  or  after  the  effective  date  of  this  section,  shall,  subject  to  the  provisions  of  subsections  2 through  7 of  this  section,  be 
allowed  a slate  tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  143  (except  withholding  imposed  by  sections  143. 191 
to  143,265),  if  the  director  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project.  The  tax  credit  provided  for  m 
this  section  shall  be  known  as  the  “Missouri  Solar  Energy  Tax  Credit". 

2 The  state  lax  credit  allowed  under  this  section  shall  not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  for  the 
construction,  design,  and  installation  of  that  facility,  up  to  a total  of  seventy-five  thousand  dollars  per  utility  metered  account; 
provided  however  that  beginning  in  calendar  years  2022  through  2031.  the  llnrtv-livc  percent  limit  on  total  costs  and  expenses  shall  be 
reduced  by  an  amount  of  two  percent  per  year,  and  the  seventy-five  thousand  dollar  limit  shall  be  reduced  by  two  thousand  five 
hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  tax  credits  allowed  under  this  section  during  calendar  years  2022 
through  2031 

3,  In  no  event  shall  the  aggregate  amount  of  all  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  given  calendar 
year  for  the  period  beginning  with  the  effective  date  of  this  section  through  June  30.  202 1 During  the  calendar  years  2022  through 
203 1 , this  fifty  million  dollar  limit  for  the  calendar  year  shall  be  reduced  each  \ car  by  an  amount  equal  to  $2  5 million  dollars.  No  new 
tax  credits  Provided  for  under  this  section  shall  be  authorized  after  June  30.  203 1 . The  derailment  of  revenue  shall  promulgate  rules 
and  regulations  for  the  administration  of  tax  credits  issued  pursuant  to  this  section,  and  establish  the  procedure  by  which  such  lax 
credits  may  be  claimed 


4 Am  eligible  applicant  desiring  to  claim  a tax  credit  under  this  section  shall  lust  request  an  eligibility  statement  from  the  department 
of  revenue,  'flic  applicant  shall  identify:  the  facility  for  which  a tax  credit  is  claimed,  the  costs  and  expenses  expected  to  be  incurred 
by  the  applicant  related  to  the  construction,  design,  and  installation  ofthe  facility;  the  nameplate  capacity  of  the  facility;  and  the 
ownership  I'm  die  laci  lily  flic  diiector  ofthe  department  of  revenue  shall  issue  an  eligibility  statement  within  thirty  (30)  days  oltlie 
request  if  it  finds  that  the  applicant  qualifies  for  a credit  under  this  section  Tax  credits  shall  be  awarded  on  a first-come,  first-serve 
basis,  until  the  limits  as  provided  in  subsection  3 of  this  section  are  reached  I he  department  of  revenue  may  promulgate  rules  and 
regulations  rein  t ing  to  this  ceil  idea  tip  n process. 

5.  flic  credit  authorized  hv  this  section  shall  not  be  refundable.  Any  aniouni  of  credit  which  exceeds  the  lax  due  for  a taxpayer's 
taxable  year  may  be  carried  forward  to  any  of  the  taxpayer's  five  subsequent  taxable  years. 

6.  All  or  any  portion  of  the  tax  credits  issued  in  accordance  with  this  section  may  be  Iransfci red,  sold,  oi  assigned  to  a third  party. 
Certification  of  transfer,  sale  or  assi  gnment  and  other  appropriate  forms  must  be  filed  wnh  die  department  of  revenue. 


7.  The  reporting  prov  isions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  to  the  tax  credits  issued  under  this  section. 
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386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  net  metering  provisions  are  considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
solar  tax  credit  and  the  expansion  of  the  net-  metering/interconnection  size  from  100 
kilowatts  to  2 megawatts  and  other  provisions  will  result  in  an  increase  in  renewable 
energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  of  solar  facilities  for  the 
Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal  note,  DE  assumes  such 
consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  solar  energy 
installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also  anticipates  that 
the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems  from  100 
kilowatts  to  2 megawatts  and  other  provisions  would  result  in  an  increase  in  other 
renewable  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 


If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 


data  collection,  database  management,  report  production  and  website  maintenance.  For 
purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $199,602  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 


Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 


number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 


“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab’s  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Information  Source 

Proposed  Legislation 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  the  following: 

Proposed  Section  386.890.5.(4),  RSMo,  states  "Any  net  excess  energy  credits  granted  by 
this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or 


when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  supplier."  The  current  statutory  language  states  "Any  credits  granted 
by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  12 
months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
tenninates  the  net  metering  relationship  with  the  supplier."  It  appears  the  drafter 
inadvertently  did  not  mark  all  the  changes  in  the  subsection. 

Proposed  Section  386.890.18,  RSMo,  states  “Notwithstanding  any  provision  in  this 
chapter  or  chapter  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified 
electric  generation  unit  that  provides  renewable  energy  resources  to  a customer-generator 
through  a power  purchase  agreement...,  shall  not  be  detennined  by  reason  of  such 
ownership,  operation,  contract,  or  provision  of  energy  to  be  an  electrical  corporation  or 
public  utility  as  those  terms  are  defined  by  section  386.020....”  This  language  suggests 
that  any  electrical  corporation  providing  service  to  a customer-generator  could  be  exempt 
from  Section  386.020,  RSMo,  and  potentially  somehow  exempt  from  commission 
regulation  even  if  already  regulated.  To  alleviate  any  possible  confusion  delete  the  words 
“the  owner  or  operator  of  a qualified  electric  generation  unit  that  provides  renewable 
energy  resources  to”  before  ‘a  customer-generator’  (which  is  already  limited  by  its 
definition  of  generators  producing  currently  1,000  KW  or  proposed  change  2,000  KW). 
Further,  the  language  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and 
394  to  the  contrary,”  should  also  be  removed  to  not  potentially  conflict. 

Also  absent  from  this  proposal  is  an  additional  sentence  clearly  delineating  that  this  does 
not  diminish  or  supersede  the  commission’s  authority  to  ensure  safe  operation  of  any 
electric  plant.  The  PSC  respectfully  suggests  that  this  sentence  should  be  added  in  for 
clarity. 

Section  386.895,  RSMo,  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&ltvpe=pin&rtype=s&pin=&rse=0&maptype=0 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  or  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  1 8,  2015 


1 (s 


The  Honorable  Nicole  Galloway 
State  Auditor 
Slate  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  6 (2016-186) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 o l 
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li  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  Ins  or  her  name  more  than  once  for  the  same  measure 
tor  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri 


[G)~I§(q 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  I ouis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  slate  of  Missouri,  for  then  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says  I have  personally  signed  this 

petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name 


(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


cn 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Ci!\ . Town  or  Villauc) 

ZIP 

CODE 

CONGR. 

DIST 

NAME 

(Printed  or  Typed ) 

1. 

2 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  ol  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer . 


Signature  of  Affiant 

(Printed  Name  of  Affiant) 

Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 

day  of 

, A.D.  201 

Signature  of  Notary 

Address  of  Notary 

Notary  Public  (Seal ) 

My  commission  expires 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  386.890  is  amended  and  one  new  section  is  added,  to  be  known  as  section  386.895,  to  read  as  follows 
386.890.  I . This  section  shall  he  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act" 

2.  As  used  in  this  section,  the  following  terms  shall  mean 

( 1 ) “Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as 
provided  in  this  chapter; 

(2)  “Commission”,  the  public  service  commission  of  the  state  of  Missouri, 

(3)  “Customer-generator”,  the  owner  or  operator  of  a qualified  electric  energy  generation  unit  which 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  lias  an  electrical  generating  system  with  a capacity  of  not  more  than  fone  hundred!  two  thousand  kilowatts, 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said 
retail  electric  supplier; 


(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy  requirements; 


(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy 
Regulatory  Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  electricity 
lines  in  the  event  that  service  to  the  customer-generator  is  interrupted; 

(4)  “Department”,  the  department  of  [natural  resources]  economic  development. 

(5)  “Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 
customer-generator  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period; 

(6)  “Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic 
cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy 
that  become  available  after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  “Retail  electric  supplier"  or  “supplier”,  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric 
cooperative  under  chapter  394  that  provides  retail  electric  service  in  this  state 

3.  A retail  electric  supplier  shall 

(1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until  the  total  rated  generating  capacity  of 
net  metering  systems  equals  five  percent  of  the  utility's  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  lor 
a public  utility  or  the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of  net  metering 
systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve 
any  application  for  interconnection  if  the  total  rated  generating  capacity  or  all  applications  for  interconnection  already  approved  to 
date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak  load  lor  the  previous 
calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rale  structure,  and  monthly  charges  to 
the  contract  or  tariff  that  the  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge 
the  customer-generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not  otherwise  be  charged  il 
the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  ol  disclosure 
being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical 
energy  produced  or  consumed  by  the  customer-generator.  If  the  customer-generator's  existing  meter  equipment  does  not  meet  these 
requirements  or  if  it  is  necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer- 
generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  install  the  necessary 
additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles.  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  by  the  customer- 
generator  shall  be  paid  for  by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing 


meter  that  measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure 
the  customer-generator's  consumption  and  production  of  electricity;  | ^ 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in 
the  same  rate  class. 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
customer-generator  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this 
section  and  [shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing 
period,  with  tins  credit  applied  to  the  following  billing  period]  all  net  excess  kilowatt-hours  generated  shall  be  recorded  as  net  excess 
energy  credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  montli-to-month  and  credited  at  a ratio  of  one-to-one 
against  the  customer-generator’s  energy  consumption  in  subsequent  billing  periods; 


(4)  Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  I or 
when  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
electric  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be 
provided  by  the  wholesale  generator. 

6.  ( 1 ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  till  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National 
Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation. 
No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically  authorized  by  this  section  or  the  rules  promulgated 
under  subsection  9 of  this  section  unless  the  fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  circuit 
breaker,  fuse,  or  other  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator’s  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdiv  ision  ( 1 ) of  this 
subsection  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance  beyond  what  is  required  under  subdivision  (1 ) of  this  subsection  and  subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  hy  rule  or  equivalent  formal  action  by  each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance. 

7.  ( I ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (3)  of  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer- 
generator's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and 
shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system, 
the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that 
the  installation  meets  the  requirements  of  subdivision  (I)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is 
approved  by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  year  after  receipt 
of  notice  of  the  approval,  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  for  filing  a new  application 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  tor 
filing  a new  application  under  subdivision  ( 1 ) of  this  subsection. 

8 Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulated 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier 
upon  request,  including  the  following  information  for  the  previous  calendar  year; 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  1 he  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  I lie  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9 rho  commission  shall,  within  nine  months  of  January  I,  2008,  promulgate  initial  rules  necessary  for  the  administration  of  this 
section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net 
metering  For  systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is 
defined  in  section  536  010,  that  is  created  under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with 
and  is  subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536028  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove 
and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  alter 
August  28,  2007,  shall  be  invalid  and  void 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  I,  2008,  adopt  policies 
establishing  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 


process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions 

1 1 For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a customer-generator  or  the 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of 
the  supplier. 

1 2.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards 
the  respective  retail  electric  supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly 


1 3.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  to 
407  720  The  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding 
mandatory  disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  that  the 
seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall  be 
authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility’s  rate  structure 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section 
have  been  met.  For  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
facilities  of  said  consumer  and  terminate  said  consumer's  electric  service 

16  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  or 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator 

1 7 The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safety  aspects  of  an  electric 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit  of  a customer- 
generator 

386.895.  1.  Any  taxpayer  that  owns  a solar  powered  electric  enemy  generation  unit  that  meets  the  reuuircmcnts  for  net  meterinu  under 
section  386,890,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  of  that  generation  unit  on 
or  after  the  e ft  e c t i ved  ate  of  this  section,  shall,  subi  cct  to  the  provisions  of  subsections  2 throtmh  7 of  this  section,  be  allowed  a state 
tax  credit  against  the  income  tax esimp used  pursuant  to  chapter  143  (except  withholding  imposed  by  sections  143,191  to  143.265).  if 
lb_9-dircctor  ot  the  department  ol  revenue  issues  an  eligibility  statement  lor  that  proicct  The  tax  credit  provided  for  in  this  section  shall 
be  known  as  the  'Missouri  Solar  Energy  Tax  Credit”. 

T.The  state  tax  credit  allowed  under  this  section  shall  not  exceed  thirty-fi\ e percent  of  the  total  costs  and  expenses  incurred  for  the 
construction,  design,  and  installation  of  that  generation  unit,  up  to  a total  of  seventy-five  thousand  dollars  per  utility  metered  account: 
provided  however  that  beginning  in  calendar  years  2022  through  203 1 , the  thirty-five  percent  limit  on  total  costs  and  expenses  shall  be 
reduced  by  an  amount  of  two  percent  per  year,  and  the  seventy-five  thousand  dollar  limit  shall  be  reduced  by  two  thousand  five 
hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  tax  credits  allowed  under  this  section  during  calendar  years  2022 
throuuh  203 1 , 

T_ln  no  event  shall  the  aggregate  amount  of  all  lax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  gjy  on  calendar 
year  for  the  period  beginning  with  the  effective  date  of  this  section  throuuh  June  30,  2021 , Durinu  the  calendar  years  2022  throuuh 
203 1 , this  fifty  million  dollar  limit  for  the  calendar  year  shall  be  reduced  each  year  by  an  amount  equal  to  S2.5  million  dollars.  No  new 
tax  credits  provided  for  under  this  section  shall  be  authorized  after  June  30.  2031.  The  department  of  revenue  shall  promulgate  rules 
and  regulations  for  the  administration  of  tax  credits  issued  pursuant  to  this  section,  and  establish  the  procedure  by  which  such  tax 
credits  may  be  churned. 

4.  Any  eligible  applicant  desiring  to  claim  a tax  ci edit  under  this  section  shall  first  request  an  eliuibilitv  statement  from  the  department 
of  revenue.  The  applicant  shall  identify  the  generation  unit  for  which  a tax  a edit  is  claimed:  the  costs  and  expenses  expected  to  be 
mcuiTccLbv  the  applicant  related  to  the  construction,  design,  and  installation  of  the  unit;  the  nameplate  capacity  of  the  unit  and  the 
ownership  for  the  unit  The  director  of  the  depanmcin  of  revenue  shall  issue  an  eligibility  statement  within  thirty  (30)  days of  the 
request  if  it  finds  that  theappli  cant  qua  lifics  for  a credit  under  this  section.  Tax  credits  shall  be  awarded  on  a first-come,  first-serve 
basis,  until  the  limits  as  provided  in  subsection  3 of  this  section  arc  reached.  The  department  of  rc\ gnug  may  promulgate  rules  and 
reuulations  relatiini  to  this  certification  process 

5.  The  credit  authorized  bv  this  section  shall  not  be  refundable  Any  amount  of  credit  which  exceeds  the  tax  due  for  a taxpayer’s 
taxable  year  may  be  earned  forward  to  any  of  the  taxpayer's  five  subsequent  taxable  years 

6 All  or  any  portion  ol  the  tax  credits  issued  in  accordance  with  this  section  may  be  transferred,  sold,  or  assumed  to  a third  party. 
Certification  of  transfer,  sale  or  assignment  and  other  appropriate  forms  must  be  filed  with  the  department  of  revenue 


7_JTe  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  to  the  tax  credits  issued  under  tins  section 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-186) 


Subject 

Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  net  metering  provisions  are  considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
tax  credit  and  expansion  of  the  net-metering/interconnection  size  from  100  kilowatts  to  2 
megawatts  will  result  in  an  increase  in  net-metered  renewable  energy  installations  (as 
modified  by  Section  386.890,  RSMo,  of  this  proposal)  in  Missouri  which  may  be  used  for 
RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
(up  to  100  kilowatts)  for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal 
note,  DE  assumes  such  consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also 
anticipates  that  the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems 
from  100  kilowatts  to  2 megawatts  would  result  in  an  increase  in  other  net-metered 
renewable  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 


purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $199,602  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 


Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 


the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 

achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  the  following: 

Section  386.890.5.(1),  RSMo,  appears  to  be  missing  language  due  to  the  page  break.  One 
page  ends  with  "consumed  during  the  billing".  The  next  page  starts  with  "meter  that 
measures  the  amount  of  electrical  energy. . ." 

Section  386.890.5.(4),  RSMo,  states  "Any  net  excess  energy  credits  granted  by  this 
subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or  when 


the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship 
with  the  supplier."  The  current  statutory  language  states  "Any  credits  granted  by  this 
subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  12  months  after 
their  issuance  or  when  the  customer-generator  disconnects  service  or  tenninates  the  net 
metering  relationship  with  the  supplier."  It  appears  the  drafter  inadvertently  did  not  mark 
all  the  changes  in  the  subsection. 

Section  386.895,  RSMo,  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  Statf. 
State  of  Missouri 


December  1 8,  20 1 5 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  5 (20 1 6- 1 85) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • business  services  • Elections  • publications  • Securities  • State  Archives  • State  Library  • Wolfner  Library 
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ll  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a tine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
imitative  petition  w ith  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
tin  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


l o the  I lonorable  Jason  hander.  Secretary  of  State  for  the  State  of  Missouri: 

'A  e die  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

ordci  that  the  follow  ing  proposed  law  shall  he  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  Kill  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this 

petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  alter  my  name. 


(Official  Ballot  Title) 


t IIU  i I AfOR'S  Al  l IDAVI I STATE  Ob' MISSOURI.  COUNTY  OF 
I.  , being  lirst  duly  sworn,  say  (print  or  type  names  of  signers) 


O v 

* U 


> v:  \ 
tn  ji 


r-o 

c-n 


CD 

rn 

CD 

-JJ 

m 

o 

— j 

\n 

~o 

— 

rn 

CO 

XT 


N \Ml 
(Signature! 

DATE 

SHINED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAM  I 

( Printed  or  Typed) 

1 

•) 

V 

A. 

5. 

(i 

7 

X 

') 

III. 

1 1 

12. 

1 L 

LL 

15. 

signed  llus  page  ol'lhe  foregoing  petition,  and  each  ofthem  signed  his  or  her  name  thereto  in  my  presence:  I believe  that 
each  lias  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signet  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


El  K | III  RMOKL.  I III  Kl- BY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ml:  ARE  I rue  AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
til  || TV  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  ai  least  IK  years  of  age.  I do  do  nol  (check  one)  expect  to  be  paid  for  circulating  this  petition.  II  paid,  list  the 

payer  • 


Signature  of  Affiant  (Printed  Name  of  Affiant)  Address  ol  Allianl 

(Person  ubiaiuinii  signatures) 


Subscribed  and  sw  orn  to  before  me  this 


day  of , A.D.  20 1 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Ik  ii  enacted  by  the  people  of  the  state  of  Missouri: 
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Chapter  386  is  amended  by  adding  four  new  sections,  to  be  known  as  sections  386.900,  386.910.  386.920.  and  386.930.  to 
read  as  follows: 


386.900.  Sections  386.900  through  386.930  shall  be  known  as  the  ‘^Missouri  Energy  Freedom  Act”.  These  sections  reflect 
both  the  critical  role  that  abundant,  affordable,  sustainable,  and  secure  supplies  of  renewable  energy  have  in  advancing  the 
economy  of  the  Slate  and  the  .security,  health  and  welfare  of  its  citizens,  and  the  intent  of  the  people  to  promote  the  long 
term  sustainability,  security,  and  affordability  of  energy  supply  by  encouraging  the  development  and  utilisation  of 
renewable  energy  by  the  people  of  this  state.  The  right  of  citizens  to  directly  invest  in  renewable  energy  sources  to  meet 
their  own  energy  needs,  while  also  connecting  to  the  electric  grid,  shall  not  be  limited  more  than  is  necessary  to  protect 
the  salely  and  security  of  the  electric  grid. 

386.9 1 0.  As  used  in  sections  386.900  through  386.930,  the  following  terms  shall  mean: 

1 1 ) "Aggregated  renewable  facility  metering”,  a rate  and  metering  arrangement  that  allows  a properly  owner  with  multiple 
utility  accounts  on  one  property  or  adjacent  properties  or  contiguous  properties,  all  of  which  arc  served  by  the  same  retail 
electric  supplier,  such  as  but  not  limited  to,  a group  of  university  or  hospital  buildings,  municipal  or  other  publicly  owned 
premises,  a military  base,  public  housing,  shopping  mall,  or  farm  properties,  to  install  and  operate  renewable  energy 
facilities  dial  together  do  not  exceed  5 MW  in  capacity,  on  such  property  or  on  the  adjacent  or  contiguous  properly,  for 
l he  primary  purpose  of  offsetting  part  or  all  of  the  electrical  energy  requirements  associated  with  the  utili ly  accounts  on 
such  properties,  and  allocate  the  related  community  renewable  energy  credits  among  the  utility  accounts  on  such  property 
or  a <1  j a c c n lor  co n l i i > u o u s property: 


(2)  •Community  based  renewable  facility  access",  a rate  and  metering  arrangement  that  allows  for  multiple  retail 
customers  who  are  located  in  a community  such  as.  but  not  limited  to,  a condominium  complex,  industrial  park,  town,  or 
city,  to  contract,  over  a minimum  15  year  term  for  energy  produced  by  a renewable  energy  facility  that  does  not  exceed  5 
MW  in  capacity  and  that  is  interconnected  to  the  same  public  utility  distribution  system  that ^serves  the  premises  of  such 
retail  customers,  and  allocates  related  community  renewable  energy  credits  among  such  retail  customers,  provided 
however  that  the  5MW  limit  in  capacity  shall  not  prevent  multiple  renewable  energy  facilities  serving  different  retail 
customers  from  co-locating: 

(3)  "Coinjnumtyjcncwable  access  arrangements”,  aggregated  renewable  facility  metering,  and  community-based 
re ne wablc  facility  access ; 

(d)  "Community  renewable  energy  credits'’,  cither  the  per  kilowatt-hour  deduction  in  the  metered  usage  usedby  the  retail 
electric  supplier  to  calculate  the  utility  bill  of  a retail  customer  that  is  participating  in  a community  renewable  access 
arrangement,  or  a financial  amount  credited  to  the  utility  bill  of  such  a retail  customer,  which  shall  be  calculated  by 
applying  a spccingd  ainount  per  kilowatt-hour,  determined  as  set  forth  in  rules  adopted  by  the  commission  or  in  the 
policies  of  the  governing  body  of  a municipal  utility  or  retail  electric  supplier.  lo  lhe  energy  generated  by  a renewable 
energy  facility on  behalf  of  such  customers; 

(3)  “Kenewabje  energy  rcsources”,i|ie same  meaning ,« is  i^fojlh  jn  subilivMP.n  (6)  of  subsection  2 of  section  386.890; 
(6)  Renewable  energy  facility . a facility  that  produces  renewable  energy  resources; 

( 7.) ; • R eta i I c lee  trie  supp j i e r",  thc  sa me  meaning  as  set  forth  in  subdivision  (7)  of  subsection  2 of  section  386.890: 

“retail  customer”  means  a specific  customer  account  that  is  receiving  service  and  bjllcd  lor  such 
service  by  a retail  electric  supplier. 

386.920.  Notvvilhstanding  any  provisioii  in  this  chapter  or  chapters  393  or  394  to  the  contrary,  die  owner  or  operator  of  a 
qualified  electric  gencratipnjjnU  scrying  _a  customer-generator  as  defined  in  section  386.890.  or  of  a renewable  energy 
lacihty  that  js.used  jnjp community. renewable  access  arrangement,  that  provides  renewable  energy  rcsourccsjp  a retail 
£»3lpm«£t^  a sale  and  leaseback  of  equipment',  or  oiheHonn"Vl',l>lnr;i,-i  h.-nv^n  ,|u. 

rctai  l custojxiayand  the  pvyncr  or  operator  of  such  Qualified  electric  generation  unit  or  renewable  energy  facility,  shall  not 
be  d c ter nmied  b y reason jif  such  owncrshjp^  opgration,  contragt,  or  provision  of  energy,  to  be  an  electrical  corporation  or 
public  utility,  as  those  tenmpre  define  |n  shall  such  owner  or  operator  be  precluded  from  installing, 

owning  or pperatipg  the  qualilied  electric  unit  or  renewable  energy  facility  as  allowed  by  section. 386.9 1 0 or  section 
386.930jmd  providing  the _ reja?ed_rcnc\vabje  cnej^  to  a customer  that  is  receiving  utility  service  from  a retail 

elecii  ie  supplier.  Nothing  in  this  subsection  shall [ be : construed  as  amendjng.pj>:upcnscdm  commission's  authority  to 

ensure  saleppenitiun  of  any  cjcctrjc  plant  as  granted  in  and  pursuant  to  subsection  I o£scctlon  386.310. 

3 86.930. 1 I offer  the  interconnection  and  metering  arrangements  and  community 
rc  n c w a b]e  jgneigy  cicclits  necessary  to  facilitate  and  support  the  community  renewable  access  arrange  men  Is . 

2.  \yj!hni^O_day^XOjc.ef(ectivc  date  of  this  section,  the  commission  shall  promulgate  initial  rules  to  establish  the  terms 
and  conditions  under  wlijcli  the  rclmLeleciric_supplicrs  regulated  under  chapter  393.  shalM^mji.invt  to  interconnect  with 
and  sup po rl  each  of  j_hc  cpjii miudty  reiieyy ajyle  a^ccess, artmi^enicnts , including  the  determination  of  community  renewable 
energy  credits  to  be  applied  in  sueb  arrangenients,aud  shall  conclude  such  proceeding  by  adopting  a proposed  rule  within 
I M ^ay  liP  [ nrul  jjal  in  t.hj2  ._Wjtjiin  t we  I v c months  ofthc  effective  date  of  this  section,  the  governing  body 

of  a municipal  ntilily  or  njra^  shall  also  adopt  policies  establishing  the  terms  and  conditions  under 

which  sughjrmmcjpalm^^  shall  be  required  to  interconnect  with  and  support  each  ofthc 

cqninninjty_rgiiewablc  access_arranfiements,  including  the  determination  of  community  ronewable'energy  credilsTsiicir 
rulesprjwliciesjh^proyi^t^^^  the  costs  of  any  additional  distribniin.i 

Unit  thejx’tail  ^elecjne.suppher  j^reguired  to y install  to  .accommodate  the  installation  ofthc  renewable  energy  facility  that  is 
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pan  ol  a community  renewable  access  arrangement  lrom  the  owner  or  operator  ol  such  facility  or  trom  the  customers 
participating  in  the  community  renewable  access  arrangement.  Thcj>royi$i^  1 1,  Jo.  I(*.  and  17  ol"  sect  ion 

tKh.XW)  shall  also  apply  to  renewable  energy  facilities  used  in  community  renewable  access  arrangements  to  the  same 
extent  they  apply  in  the  generation  units  of  customer-generators  under  section  386.  S90. 

v In  any  rulemaking  or  other  proceeding  required  by  subsection  2 of  this  section,  provisions  equivalent  to  the 
interconnection  provisions  set  forth  in  subsections  6.  7.  and  15  of  section  386.890,  and  provisions  equivalent  to  those  in 
subsection  5 of  section  3_86.890  for  the  calculation  of  a net  electrical  energy  measurement  and  application  of  credits  for 
net  excess  energy  generated,  shall  be  presumed  reasonable  and  shall  apply  Icy  the  utility  bills  of  the  retail  customers  in 
community  renewable  access. arrangements  unless  alternate  terms  and  conditions  arc  shown  by  clear  and  convincing 
evidence  to  be  necessary  either  to  protect  the  safety  and  security  of  the  electric  grid  or  to  belter  meet  the  criteria  set  forth 
hi  subsection  4 of  this  section.  In  no  circumstance,  however,  shall  the  commission  or  governing  body  of  a municipal 
utility  or  rural  electric  cooperative  approve  tin  alternate  mentis  of  calculating  community  renewable  energy  credits  that 
icsulis  in  an  amount  less  than  the  sum  of  the  retail  electric  supplier's  avoided  energy  and  capacity  costs,  anil  any  avoided 
transmission  and  distribution  costs  that  result  from  the  installation  and  operation  of  such  facility,  and  other  avoided  costs 
ulcntilied  by  the  commission  or  governing  body  of  a municipal  utility or  rural  electric  cooperative. 

•I.  In  adopting  the  rules  or  policies  provided  for  in  this  section,  and  when  reviewing  tariffs,  contracts  for  sendee, 
interconnection  agreements  or  rates,  or  deciding  complaints  relating  to  community  renewable  access  airangemenis.  the 
commission  or  governing  body  of  a municipal  utility  or  retail  electric  supplier  shall  balance  each  of  the  following, 
ohjectiv  cs: 

( 1 ) maximizing  the  use  of  in-slate  renewable  energy  resources  by  citizens  of  the.  state  and  removing  or  reducing  existing 
barriers  including,  but  not  limited,  to  requirements  for  costly  studies  and  other  preconditions  to  interconnection  or  the  hick 
ol  standardized  terms,  to  the  direct  investment  by  individuals,  businesses,  and  other  entities  in  renewable  cnerg\ 
resources; 

(2 ) promoting  private  investment  in  renewable  capacity  in  the  stale; 

(3.1  promoting  the  diversification  of  the  slatc>  supply  portfolio  and  reducing  the  state’s  dependence  on  fossil  fuel  energy 
.unices; 

cl  ) mitigating  more  costly  transmission  and  distribution  investments  otherwise  needed  lor  system  reliability; 

(5)  encouraging  the  growth  of  jobs and  other  economic  development  within  the  state: 

t(>)  minimizing  the  long  term  costs  associated  with  future  additions  of  capacity  needed  to  meet  the  stale's  energy 
requirements;  and 

1 7)  furthering  the  long  term  affordability,  reliability,  and  security  of  energy  supply. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-185) 


Subject 

Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated: 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Community  Renewable  Energy 

This  section  requires  retail  electric  suppliers  to  offer  interconnection  and  metering 
arrangements  and  community  renewable  energy  credits  for  community  renewable 
facilities  up  to  5 megawatts.  This  provision  requires  the  PSC  to  promulgate  rules. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  Division  of  Energy  (DE)  staff  would  participate  in  the  workshops, 
monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where  net 
metering  provisions  are  considered. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  the  inclusion  of 
aggregated  renewable  facility  metering  and  community  based  renewable  facility  access 
up  to  5 megawatts  will  result  in  an  increase  in  renewable  energy  installations  in  Missouri 
which  may  be  used  for  RES  compliance. 

Long-range  implications 

Economic  benefits  associated  with  construction  of  community  renewable  energy  facilities 
would  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900-  Community  Renewable  Energy 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemakings 
and  related  cases  to  implement  these  provisions  but  could  do  so  with  existing  resources. 


However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

DE  anticipates  the  authorization  and  requirement  that  retail  electric  suppliers  offer  access 
and  metering  to  community  renewable  facilities  would  result  in  an  increase  in  renewable 
energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  For  purposes  of 
this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no  undue  adverse 
environmental  impacts  are  for  solar  projects  and  assumes  that  there  would  be  a small 
number  of  additional  community  renewable  systems  up  to  5 megawatts  that  will  submit 
requests  for  RES  certification  to  DE. 

DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable  electric  generation 
facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies. 
Solar  photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically 
require  more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments 
in  addition  to  verifying  applicable  environmental  permits,  for  data  requests  and 
discussion,  data  collection,  database  management,  report  production  and  website 
maintenance.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the 
additional  RES  environmental  reviews/certifications  anticipated  from  this  proposal  using 
existing  resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 


if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 


2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  proposed  Section 
386.920,  RSMo,  states  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and 
394  to  the  contrary,  the  owner  or  operator  of  a qualified  electric  generation  unit  serving  a 
customer-generator...,  shall  not  be  determined  by  reason  of  such  ownership,  operation, 
contract,  or  provision  of  energy,  to  be  an  electrical  corporation  or  public  utility  as  those 
tenns  are  defined  by  section  386.020....”  This  language  suggests  that  any  electrical 
corporation  providing  service  to  a customer-generator  could  be  exempt  from  Section 
386.020,  RSMo,  and  potentially  somehow  exempt  from  commission  regulation  even  if 
already  regulated.  To  alleviate  any  possible  confusion  delete  the  words  “the  owner  or 
operator  of  a qualified  electric  generation  serving”  before  ‘a  customer-generator’  (which 
is  already  limited  by  its  definition  of  generators  producing  currently  1,000  KW  or 
proposed  change  2,000  KW  and  the  limits  under  the  definition  of  ‘community  based 
renewable  facility  access’  of  5 MW).  Further,  the  language  “Notwithstanding  any 
provision  in  this  chapter  or  chapter  393  and  394  to  the  contrary,”  should  also  be  deleted 
to  remove  potential  conflict  with  regulation  of  electrical  corporations. 


Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  no  direct  costs  or  savings.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


Jason  Kander 


Jambs  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  or  State 
S tate  of  Missouri 


Elections  Division 
(573)751-2301 


December  1 8.  20 1 5 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  4 (2016-184) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  Hied  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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Ii  in  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . KSMo,  to  die  contrary,  tor  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

lo  die  Honorable  Jason  Hander.  Secretary  of  State  for  the  State  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis). 

:v  p ifully  order  that  the  following  proposed  law  shall  he  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
11.  i ciion.  at  the  general  election  to  be  held  on  the  8th  day  of  November.  2016,  and  each  for  himself 'or  herself  says.  I have 
personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  city  ol  Si 

Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


(Official  Hallo!  Tide) 
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I.  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NIAMI 

(Siunatmel 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIS  1 

NAME 

< Printed  oi  1 vpeUi 
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sinned  tilts  page  ol  the  foregoing  petition,  and  each  of  them  signed  Itis  or  her  name  (hereto  in  my  presence,  1 bclie\ e ih*d 
each  lias  stated  Ins  ut  her  name,  registered  voting  address  and  cily,  town  or  village  correctly,  and  dial  each  signet  is  .t 
registered  voter  ol  the  state  of  Missouri  and __  County. 


I l K fill  RMOKI  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  A1  L 
S I ,\  fi-MEN  I S MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVIC  TED 
Ul;.  FOUND  CiUll  IA  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  IS  years  of  age.  I do  do  not  (check  one)  expect  to  be  paid  lor  circulating  this  petition.  If  paid,  list 
the  payer 


Signature  of  Affiant  (Printed  Name  of  Affiant) 

(Person  obtaining  signatures) 

.Subscribed  aiul  sworn  to  before  me  this day  ol 


Address  of  Affiant 
, A.D.  20 1_. 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


lie  n enacted  by  the  people  of  the  slate  of  Missouri: 

Seeimii  3X9.890  is  amended  and  live  new  sections  arc  enacted,  to  be  known  ns  sections  386.900,  386.910.  386.920.  386.930.  and  386.940,  to  read  as  follow 


389,890,  1 This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy  Connection  Act" 
2.  As  used  in  tins  section,  the  following  terms  shall  mean: 
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i I i "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with  turisdiclion  over  any 
municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394.  or  electrical  corporation  as  provided  in  this  chapter: 

(2)  "Commission",  the  public  service  commission  of  the  stale  of  Missouri: 

1 3 1 T iistomci -generator",  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  by  contract  to  receive  the  electric  energy  generated  by.  a qualified  electr. 
energy  generation  unit  which: 

(at  Is  powered  by  a renewable  energy  resource; 

Mu  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  [one  hundred!  two  thousand  kilowatts; 

'cl  Is  located  on  a premises  ovv  ned.  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

(ill  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  by  said  retail  electric  supplier. 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy  requirements; 

( f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the  National  Electrical  Safer 
Code,  the  Institute  of  Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission,  and  any  local  gov  ernuie 
aulhoi ities;  and 

t g i Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  How  of  electricity  back  onto  the  supplier's  electricity  lines  m the  event  that 
service  to  the  customer-generator  is  interrupted; 

( I)  “Department",  the  department  of  | natural  resources]  economic  development: 

m "Nci  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a customer-generator  by  ■<  retail 
lect nc  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable  billing  period: 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells 
usmi:  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available  after  August  28.  301):  and  nr 
i vi  ill  icd  as  renewable  by  the  department; 

t i "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric  cooperative  under  chapter 
394  that  provides  retail  electric  service  in  this  slate. 

3 \ retail  electric  supplier  shall: 


1 "cl  metering  available  to  customer-generators  on  a first-conic,  first-served  basis  until  the  total  rated  generating  capacity  of  net  metering  systems  equal 
live  percent  ol  the  utility's  single-hour  peak  load  during  the  previous  year,  alter  which  the  commission  for  a public  utility  or  the  governing  hndv  I'm  other  clean, 
utilities  may  increase  the  total  rated  generating  capacity  of  net  metering  systems  to  an  amount  above  live  percent.  However,  in  a-. given  calendar  year  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated  generating  capacity  of  all  applications  to,  interconnect., .n 

a heady  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak  load  for  the  ptcvmus  • al.-ml  u 
year:  1 

1 3 ) ( >lfei  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates,  rate  structure,  and  monthly  charges  to  the  contract  or  tariff  tliai 
'lie  customer  would  be  assigned  il  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  ciistomer-generaloi  any  additional  standby, 
capacity,  interconnection,  or  other  lee  or  charge  that  would  not  otherwise  be  charged  if  the  customer  were  not  an  eligible  cusiomer-generaloi : and 

t ''I  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with  the  method  and  manner  of  disclosure  being  at  the  discretion  „f ,, 
supplier. 


5 ( onsisIcnt  wilh  ,Ilc  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be  calculated  in  the  following  manner : 

1 1 1 l or  a cnsionier-gcncraior,  a iclail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  billing  period  in  accordance  « ,th 
tun  tun  metering  practices  lor  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that  measures  the  amount  of  electrical  cue,  ,- 
produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure  the  customer-generator's  consumption  and  production  ol  elect, icily . 

(2)  It  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the  customer-generator  shall  be 
billed  lor  Inc  nel  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate  class. 

' 3)  1 1 the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the  customer -generator  shall  s 
lulled  lor  the  appropriate  customer  charges  lor  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  [shall  be  credited  an  amount  at  least  equal  r- 
tlie  avoided  luel  cost  ol  the  excess  kilowatt-hours  generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period]  all  net  excess 
kilowatt-hours  generated  shall  be  recorded  as  net  excess  energy, credits  per  kilowaiMipur  and  those  credits  shall  be  carried  forward  from  monfh-lo-monlh  and 
e remled  at  a ratio  of  one-to-one  against  the ^cusmnicr-gencnUqr  s energy  consumption  in  subscoucnt  billing  periods: 

( I ) Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  I or  when  the  customer 
generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier; 

( M l or  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric  energy  to  the  retail 
elect)  to  supplier,  at  the  option  ol  die  retail  electric  supplier,  the  credit  to  the  customer-generator  may  he  provided  by  the  wholesale  generator. 

<>  ( 1 > Each  qualified  electric  energy  generation  mill  used  by  a customer-generator  shall  meet  all  applicable  safety,  performance,  interconnection,  and  rel.abilitv 
standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electro,,, 
Engineers,  and  Underwriters  Laboratories  for  distributed  generation.  No  supplier  shall  impose  any  fee.  charge,  or  other  require,,, cm  not  specifically  audion/cd 
by  tins  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the  lee.  charge,  or  other  requirement  would  apply  to  similarly  situated  v .,,ionu 
, ilK'  vtisio'iicr-gcnci atoi s,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's  system  contain  a switch,  eircuit'bicakei  fuse  o. 

oilie,  easily  accessible  dev  ice  or  Icaiurc  located  m immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a utility  worker  the 
''"D  10  manually  and  instantly  disconnect  the  unit  I rout  the  utility’s  electric  distribution  system; 


i -vslcms  ill  ten  kilowatts  01  less.  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdivision  ( I ) of  this  subsection  sliaii  not  he 
iiiiai  in  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability  insurance  beyond  what  ts 
I uud  imdei  subdivision  1 1 1 ot  tins  subsection  and  subsection  -t  of  this  section: 

I "1  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  ami  the  governing  body  for  other  utilities  shall,  by  rule  or 
it 1 1 v ;i lent  lorinal  action  by  each  respective  governing  hotly: 

>et  forth  safely,  perl'onnanee.  and  reliability  standards  and  rcquircnicnts;  and 

il’h  -li  the  qualifications  lor  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or 
i t iii.il'  additional  liability  insurance. 

( ! i \pplicatiiins  by  a eustoiner-generator  Idr  intereonneeiion  of  a qualified  electric  energy  generation  unit  meeting  the  requirements  of  subdivision  (3 1 of 
, t linn  . ok  tins  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical  generating  system,  including  but 
a limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  ilavs 
receipt  tor  systems  ten  kilow  atts  or  less  and  within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  genetaiion  unit  to 
supplier's  s>  stem,  the  eustoiner-generator  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that  the 
i illaliiiii  meets  the  requirements  of  subdivision  ( I ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved  by  the  retail  electric 
pplici  and  the  eustoiner-generator  does  not  complete  the  interconnection  within  one  year  alter  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and 
i ml  hiici  generator  shall  be  responsible  for  filing  a new  application. 

I |Mii  ilic  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  eustoiner-generator  shall  be  responsible  for  tiling  a new  application 
ci  subdtv  isinn  ( I ) of  this  subsection. 

! ai  h couunission-rcgulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  anil  all  other  nonregulated  suppliers  shall  submit  the  same 
i m i lo  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  lequest,  including  the  following  mloimatinii  lor  the 
■vinos  calendar  year. 

I lie  total  number  ol  customer-generator  facilities; 
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I be  total  estimated  generating  capacity  of  its  net -metered  customer-generators;  and 
I lie  loud  estimated  net  kilowatt-hours  received  from  customer-generators. 

I'lie  commission  shall,  within  nine  months  of  January  I.  2008,  promulgate  initial  rules  necessary  for  the  administration  ol  this  section  lor  public  utilities,  which 
dl  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering,  for  systems  ol  ten  kilowatts  or  less,  die  application 
cis  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  ol  terms  and  conditions  Any  tide  or 
mm  ot  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  tins  section  shall  become  clfcctivc  only  i!  it  complies 
hi  and  is  subject  to  all  ol  the  prov  isions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonscvorablc  and  if  any  ol  the 
ci  s vested  w ith  the  general  assembly  under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are  .subsequently  held 
.run  .imiinin.il,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  August  28.  2007,  shall  be  invalid  and  void. 

i I lie  governing  body  o!  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of  January  I,  2008,  adopt  policies  establishing  a simple 
,i  rut  in  be  used  for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
I ides  a simple  intereonneeiion  request,  simple  procedures,  and  a briet  set  ol  terms  ami  conditions. 

Fur  an v cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  ol  a ctislomcr-gcncraloi  or  the  inlet  cornier  lion  tlieicul. 

. leiail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  ol  limit  on  the  pail  ol  the  supplier. 

I lie  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  ol  this  section  shall  count  towards  the  respective  retail  elcciiit 
•ipliei's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

I lie  sale  ot  qualified  elccti  ic  generation  units  to  any  customer-generator  shall  he  subject  to  the  prov ismus  ol  sections  407  .'tin  to  -III  .720.  I he  attorney 
net  at  shall  have  the  authority  to  promulgate  m accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory  disclosures  of  information  bv  sellers  ol 
.i 1 1 licit  dearie  generation  units  Any  interested  person  who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  salety  m pcrlorniaiiev 
uiilards  „i  any  such  systems,  or  who  believes  that  any  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney 
i i il.  who  shall  be  aiilliori/.cd  to  investigate  such  claims  and  lake  any  necessary  and  appropriate  actions. 

• \m  i mis  incurred  umtci  Hus  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility’s  rate  structure. 

\!n  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric  supplier  without  vviitten 
nival  I iv  said  supplier  that  all  of  the  requirements  under  subdivision  ( I ) of  subsection  7 ol  this  section  have  been  met.  For  a consumer  who  violates  this 
>v  i sion . a supplier  may  immediatclv  and  without  notice  disconnect  the  electric  lacilitics  ol  said  consumer  anil  terminate  said  consumci  s clceim  sciv  m 

I he  manufacturer  ol  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  piopvity  or  pcison  caused  by  a d.  ic.i  in 
• electric  generation  unit  of  a customer-generator. 

I he  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  know  ingly  misrepresents  the  safety  aspects  ol  an  electric  generation  unit  may  be  held 
.ini  1 for  any  damages  in  properly  or  person  caused  by  the  electric  generation  unit  ol  a cuslomcr-gencralot , 

i,  quo  sections  3X6.‘)00  through  3863J40  shall  be  known  as  the  “Missouri  Fiiergy  Freedom  Act".  1 ltesc  sections  reflect  both  die  critical  role  dial  abiinilani. 

' lahli  u i .unable,  ami  secure  mpplics  of  renewable  energy  have  in  advancing  the  economy  of  the  slate  and  the  security,  health  aiuLweljarcol  its  citizens. 

mi  ,n  ol  (lie  people  to  promote  the  long  term  sustainability,  security,  and  afiordahilnv  of  energy  supply  b>  encouraging  .the  development  and  mi}i>  atii  n 
new  able  energy  by  the  people  of  tins  slate.  I lie  right  of  citizens  to  directly  invest  in  renewable  eneigy  sources  to  meet  their  i»w  n energy  needs,  while  also 
nes  ting  to  the  electric  grid,  shall  not  be  limited  more  than  is  necessary  to  protect  the  safety  and  seem  ity  ol  the  electric  gi'd. 

(1.610  As  used  m sections  3X0  900  through  386.940,  the  following  terms  shall  mean; 

V v •regaled  renewable  facility  metering",  a rate  and  metering  arrangement  that  allows  a property  owner  with  multiple  utility  accounts  on  one  piopciw  oi 
. iit  properties  or  contiguous  properties,  all  of  which  are  served  by  the  same  iei.nl  electric  supplier,  such  as  buffiSl  .limited  to.  a group  fi!  uy»versit>  oi 
.pii.il  buildings,  municipal  or  oilier  publicly  ow  ned  premises,  a military  base,  public  housing,  shopping  mall,  or  farm  properties,  lo  install  and  operate 
w able  eneigv  facilities  dial  together  do  not  exceed  5 MU  in  capacity,  on  such  properly  or  onjhe_  adjacent  or  contiguous  properly,  lor  the  primary  purpose  ol 
I selling  part  orad  of  the  electrical  energy  requirements  associated  with  the  utility  accounts  onjuch  properties,  and  allocate  the  related  community  renewable 
erg)  credits  among  the  utility  accounts  on  such  property  or  adjacent  or  contiguous  property; 

i onummity  based  renew  able  laeifllv  access",  a rate  and  metering  arrangement  that  allows  for  multiple  teinil  customers  who  are  located  m a community  such 
III  hot  limited  to.  a condominium  complex,  industrial  park,  town,  o.  city,  jp  eonuaet.  oyei  a minimum  ISyeai  term  io,  energy  produced  by  a renewable 
i t.u  titty  that  does  not  exceed  5 MW  in  capacity  and  that  is  interconnected  to  the  same  publiejilility  distribution  system  that  serves  the  premises  ol  such 
mV,  ustiimcis,  and  allocates  related  community  renewable  energy  credits  among  such  retail  customers,  provided  however  that  the  5 MW  limit  in  capacity  shall 
present  multiple  renewable  .nniiy  lacililics  serving  dillerenl  retail  customers  I tout  co-!ocajim». 

i vi.mi.itmi>  icucwable  access  arrangements"  aggregated  renewable  laci I ity_ i ncicrinij,  ami  cominunity-bascil  myewahle  I'aciluy  access; 

, i omnmmiy  renew  able  cneigy  credits",  either  the  per  kijpwalt-hour  deduction  in  the  metered  usage  used  by  the  retail  elect i ic  supplier  to  calculate  ihe  utility 
ul  a ictail  customer  that  is  participating  in  a community  renewable  access  arrangement^  oi  ajhnanci.il  amount  cietlijeil  to  the  uulit\  bill  ol  mu  i •»  u 1 
me,,  which  shall  be  calculated  by  applying  U specified  amount  per  kdow  all-hour,  determined  as  set  forth  m rules  adopted  by  the  commission  or  m the 


policies  ol'.lhc  governing  body  of  a municipal  utility  or  retail  electric  supplier,  to  the  energy  generated  by  a renew  able  enemy  facility  on  bchall  of  such 
customers: 


t Renewable  energy  resources",  the  same  meaning  as  set  forth  in  subdivision  (6)  ul  subsection  2 of  section  386.891); 
' '’’i  Renewable  energy  facility",  a facility  that  produces  renewable  energy  resources: 
i ‘Retail  electni  snpplici  ".the  saute  meaning  as  set  lot  III  in  subdivision  (7)  of  subsection  2 of  section  386.890; 


\(s>' 


i x i "Utility’  account"  or ' 


retail  customer"  means  a specific  customer  account  that  is  receiving  service  and  billed  for  such  service  by  a retail  elect!  ic  supphei 


.w;(t.920  Notwithstanding  any  provision  m this  chaplet  or  chapters  393  or  399  to  the  contrary,  the  owner  or  operator  of  a Qualified  electric  generation  unit  set v m 
a enstpincr-gcijcrator  as  defined  in  section  386.890,  or  of  a renewable  energy  facility  that  is  used  in  a community  renew  able  access  arrangement  as  defined  in 
. tion  386.9  to,  that  provides  renewable  energy  resources  to  a retail  customer  through  a power  purchase  agreement,  a sale  and  leaseback  of  equipment  pi  ulu 
loini  of  contract  between  the  retail  customer  and  the  owner  or  operator  of  such  Qualified  electric  generation  unit  or  renewable  eneigy  facility,  shall  not  I., 
determined  by  reason  ol  such  ownership,  operation,  contract,  or  prov  ision  of  energy,  to  be  an  electrical  corporation  or  public  utility  as  those  terms  are  dclir  d 
section  386.020,  nor  shall  suehownet  or  operator  be  precluded  from  installing,  owning  or  operating  the  qualified  electric  unit  or  renewable  energy  liieilit; 
allowed  by  section  386.010  or  section  386.930  arid  providing  the  related  renewable  energy  resources  to  a customer  that  is  receiving  utility  serv.iee  (Vom  a retail 
ch  cinc  supplier.  Nqthjng  in  this  subseclion  shall  be  construed  as  anieiulmi;  or  superseding  the  commission's  authority  to  ensure  salt  operation  olanx  elei  tri< 
as  granted  in  and  pursuant  to  subsection  I of  seel  ion  386.310. 


186.930.  ! i ac  ii  retail  electric  supphei  shall  oiler  the  interconnection  and  metering  arrangements  and  community  renewable  energy  credits  necessary  to 
anti  support  the  eonimtmitv  renewable  access  arraiigemenis  defined  in  section  386.920, 

-•  W 60  days  of  the  effective  dale  of  this  section,  the  commission  shall  promulgate  initial  rules  to  establish  the  terms  and  conditions  under  which  the  .dad 
s“l’P|lcrs  regulated  under  chapter  393.  shall  he  required  to  interconnect  with  and  support  each  of  the  community  renew  tble  access  amutgen  til 

'»e|«duig  the  deter  m mat  ion  of  community  renew  able  eneigy  credits  ip  be  applied  in  such  arrangements,  and  shall  conclude  such  pit  eeetlin 
; tdupiiiig  a proposed  mje  within  I8g  days  olproimilgaling  the  initial  rules  \V  ithin  twelve  montlis  of  the  clfcctivc  date  ol  this  section,  the  governing  body 
municipal  utility  or  rural  electric  cooperative  shall  also  adopt  policies  establishing  the  terms  and  conditions  under  which  such  municipal  utilities  ut  mral  t let  ri 
cooperatives  shall  be  required  to  inierepiinect. with  and  support  each  of  the  community  renewable  access  aiiangemcnts,  meliitliug  the  determination  pi 
fiimnmnity  renewable  eneigy  credits.  Such  rules  or  policies  shall  provide  that  retail  electric  suppliers  shall  recover  the  costs  pf.any  additional  distribution 
. ipiiicni  that  the  retail  electric  supplier  is  required  to  install  to  accommodate  the  installation  of  the  renewable  energy  facility  jhaj  is  part  of  a community 
; '■  arnmgemcm  liom  the  owner  or  operator  of  such  facility  or  from  the  customers  participating  in  the  community  renewable  access  rrrangem  - it 

‘ ’ " 1 «!  'llh"veiions  1 1.  13.  16.  and  1 7 of  section  386.890  shall  also  apply  to  renewable  energy  facilities  used  in  comniuniiy  renewable  access 

arrangements  to  the  same  extent  they  apply  Co  the  generation  units  of  customer-generators  under  section  386.890. 

' |M  ''u'eniakmg  or  olherjwreeetjjng  required  by  subsection  2 of  this  section,  provisions  equivalent  to  the  interconnection  p ovisions  set  forth  in  subset  ti,m 
' :"ul  15  01  3«.6-890,and  provisions  equivalent  to  those  in  subsection  5 of  section  386.890  for  the  calculation  ol  a net  electrical  energy  in, , 

and  application  ol  credits  for  net  excess  energy  generated,  shall  be  presumed  reasonable  and  shall  anoh  to  the  utility  bills  ol  the  retail  customers  in  , omn  m 
rencyynblc, access  arrangements  unjess  njternatcjcrms  and  conditions  are  shown  by  clear  and  com incing  e\  idcncc  to  be  ncce  ithcr  to  protect  the  I 

•cciirity  "i  the  eleeti  iv  gfudor  to  liettei  meet  the  criteria  set  forth  in  subsection  4 of  this  section.  In  no  circumstance,  however,  shall  the  commission  or  

! ■ -’ 1,1  •'  "uin,c'l,;i1  ul,l">'  SE  mm!  electric  cooperative  approve  an  alternate  means  of  calculating  comnuinilv  renewable  energy  credits  drat  results  in  an  anumo’i 
luss  >;«!'!  Slim  01  lhc  «*»»!  cteSLric. si'RKlicr^  avoided  energy  and  capacity  costs,  and  any  avoided  transmission  and  distribution  costs  that  result  from  the 
installation  and  operation  ol  such  laeiluy,  and  other  avoided  costs  identified  by  llte  commission  or  governing  body  of  a municipal  utility  or  rural  eleetrit 
>tipyr«t  iyc. 

1 ,n  Ite  rfdes  or  ItoMes  provided  lor  in  thjs^ctiqn,  and  when  reviewing  tariffs,  contracts  Uy  semee.  mtcreunneeliun  agreements  pi  rates,  ord  , ■ 

• 'ttiplamis  relating  to  community  renewable  access  arrangements,  the  commission  or  governing  body  of  a municipal  utility  or  retail  electric  supphei  shall 

b.danee  each  of  the  following  objectives:  n.iaxiniixing_the.iise_of_ in-stalc  renewable  energy  resources  bv  citizens  of  the  state cmovinu  or  reducing  , xisim.. 

banters  including.  but  not  limited  to,  requircntenlsfor  costly  studies  and  qtjwr  preconditions  to  imcreoiineetion  or  the  lack  of  Q.mdardjzcd  terms,  to  (he  di  i 
mvestmei"  by  individuals,  businesses,  and  Other  entities  in  renewable  energy  resources:  pi  winning  private  investment  in  renew. ,ble  capacity  in  the  state 
promoting  the  divei  sjficaliqn  ofthc  state's  supply  portfolio  and  reducing  the  state’s  dependence  on  fossil  fuel  energy  sources:  miljgating  nwrc  costly 
Iiansniission  and  dismlnition  n.vest.nents  otherwise  needed  for  system  reliability;  encouraging  the  growth  of  jobs  and  other  economic  development  within  the 

slate:  minimizing  the  long  term  coins  associated  with  future  additions  ofcapacity  needed  to  meet  the  stale’s  energy  requirements:  and  furthering  the  long  term 
;i ! !oi<l;ibilii y.  reliability,  and  security  of  energy  supply, 

'■  ” !■  An>  U,M>''>VI  that  ovviis  a sola,  powered  cjcclt  ie  energy  generation  unit  that  meets  the  requirements  for  net  metering  under  seetion  386  • ««i.  , 

lowered  electric  eneigy  generation  unjt  that  is  part  of  a community  renewable  access  arrangement,  and  that  has  mem  red  costs  and  expenses  related  loth, 
eonslnietjpn.  design  and  installation  ol  that  generation  unit  on  or  altci  the  effective  date  of  this  seetion.  shall,  subject  to  the  pun  isiuns  ufsubscction » ' throuul 

0 tins  section,  he  allowed  a slate  lax  credit  against  the  income Jaxcsjinposcd  ptirstiaiu  to  chapter  1 43  (except  withholding  imposed  by  sections  I I 5 I'M 

; 11  lllL'.  01  lhc  department  ol  revenue  issues  an  eliijilvility  statement  for  that  project.  The  tax  credit  provided  for  in  this  section  shall  Iv  know.  , 

the  Missouri  bolai  I nergy  laxt  rcdh  . 

I he  Mine  lax  credit  allowed  under  tins  secjjon  shall  not  exceed  thirty-five  peiee.It  of  the  total  costs  and  expenses  incurred  ft construction  design  and 

, ‘,l‘lu"  «CMCR unl1-  10  SJS*9l  Sfjssm  dive  thousand  dolte  m utih.y  metered  account;  presided,  however,  that  beginning  in  ealcmlm  ve 

lh,r'-v'"vc  P^c«! I"1"1  2Q  lolnl  ousts  and  expenses  shrill  be  reduced  by  an.  amount  oflwo  percent  pet  x ear.  . ml  the  sevemv  five  thorn 

, s,  lH‘  ,uo  thousand  _hye  himdied  dollars  pery-ear,  and  suehredueed  limits  shall  apply  to  the  tax  credits  allowed  uiulci  tin  „vl,„n 

during  calendar  years  2022  through  2031. 

.'  ln  c~ sluil  ",0  HBSTCgate  amount  of.all  tax  credits  allowed  under  this  section  exceed  fitly  million  dollars  in  any  given  calcndai  year  for  the  pi  i 

iH  Mumn.:  w th  lhc  elleel.ve  date  ol  Hus  section  through  June  30,  2021.  During  the  calendar  years  2022  through  2031.  tins  filly  mil dollar  limn  for  the 

I’iUeniliii  year  shall  he  reduced  each  year  by  an  amount  equal  to  S2:5  uulhon  dollars.  No  new  tax  credits  prov  ided  for  under  tins  rcelion  shall  he  after 

une  30,  ■ Ul.  I lie  depai  linenl  ol  revenue  shaMpromulgale  rules  and  regulations  for  the  administration  ol  lax  credits  issued  pursuant  10  this  section  and  cslriblh  I. 
the  procedure  hv  which  such  lax  credits  mav  be  claimed.  

■ '.:-v  eligible  applicant  dcs.i  ,ng  to  clam,  a lax  credit  under  this  section  shall  first  request  an  eligibility  statement  from  the  department  of  revenue  |h,  applic 

1 "!  " —9  fiSD®1  anon  u„.t  to.  which  a lax  credit  is  claimed;  the  costs  and  expenses  expected  to  be  incurred  by  the  apnlienni  related  to  the  eonsirtn  tion 

,nnlnCP'!1,IC  >he  ovviieisjripjbr  the  unit,  The  director  ofthc  dcna'nmenl  of,  evenue  shall  issue  m 

h.  d iht}  jjjtlcrncnt  vv  thin  tl.iity  ( M days  ol  die  request  ,1  n Imdsjhal  the  appheam .qualities  for  a credit  under  this  section.  Tax  e, edits  shall  he  awarded  on  ,r 
In-twoine,  lust:serve  basis,  tmlil.tlie  limns  as  provided  in  subsection  3 of  Hus  section  are  reached.  The  department  of  revenue  mav  p,o,m,l»ate  rules  and 
regulations  relating  to  this  certification  process.  3 1 13 

■ i he  credit  autlmrizcd  by  this  seetion  shall  n.u  be  reliridable.  Ajiy  gmou.it  of  credit  which  exceeds  the  lax  due  for  a taxpayer's  taxable  vear  mav  be  earned 

forward  to  any  of  the  taxpayer’s  live  subsequent  taxable  years.  ^ J - - 

'•  All  or  any  portion  ofthc  tax  credits  issued  in  ageo, dance  wjlh  this  section  max.  he  transferred,  sold,  or  assigned  to  a third  parly.  ( fortification  of  transfer  «)  . 
miK  ni  nud  mlicr  appropriate  forms  must  be  filed  with  the  department  ol  revenue. 


1 he  i cjmrtin-.pm  visions  ofthc  I a \jCjx<l  j t.  Accounlab  1 1 ity  Act  of 2004  apply  to  the  tax  credits  issued  under  (his  seetion. 


'a  1 r 


Jason  Kander 


□ ODU  U □ 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  18,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Unbares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  3 (20 1 6- 1 83) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Unhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  M ain  Street  • Jefferson  City  65 1 o I 
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Page 


li  in  ,i  class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign  any 
initiative  petition  vv  iih  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIN'!-:  PETITION 


I o the  I lonornble  Jason  Katider.  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

ai  der  that  the  following  proposal  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  Kth  day  of  November.  2016.  and  each  for  himself  or  herself  says:  I have  personally  signed  this 

petition:  I am  a registered  voter  of  the  state  of  Missouri  and _____  County  (or  city  of  St.  Louis);  my  registered  voting 

sddress  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


ClKCt.'l  A I OK'S  A I l IO.WT1  STATE  OI;  MISSOURI,  COUNTY  OF 
I.  . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


to  l" 


r-a> 

c=> 

cn 

CD 

P"i 

CD 


CO 

ro 


m 

o 

-n 

.n.'A 

rn 


NAME 
t Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Citv,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1 

"> 

.>  . 

•1 

') 

(). 

7 

X. 

0. 

10. 

1 1 

12. 

l.t. 

14 

i 

15. 

. 

signed  tins  page  of  the  foregoing  petition,  anil  each  ol  them  signed  his  or  her  name  thereto  in  my  presence,  1 believe  that 
each  has  staled  his  or  her  mime,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signet  tv  a 
registered  voter  of  the  state  of  Missouri  and  County. 


IT  IK  I HHKVIORi:.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  A R I true  and  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF*.  FOUND 
uUll  I V OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  IS  years  ol  age.  I do  do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payci 


Signature  of  Affiant  (Printed  Name  of  Affiant)  Address  ol  Affiant 

t Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of. A.D.  20 1 . 


Signature  of  Notary 


Address  oi  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Bo  ii  enacted  by  the  people  of  the  state  of  Missouri: 


Section  3X6.890  is  amended  and  one  now  section  is  added,  to  be  known  as  section  3X6.895.  to  read  as  follows; 


3S 


1 . This  section  shall  be  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act". 


As  used  in  this  section,  the  following  terms  shall  mean; 

{ I ) "Avoided  fuel  cost”,  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporal  ion  as 
provided  in  this  chapter: 

t2>  •Commission",  the  public  service  commission  of  the  state  of  Missouri; 


1 5 ) "Customer-generator",  the  owner  or  operator  of.  or  retail  customer  that  is  entitled  by  contract  to  receive  the  electric 
generated  by.  a qualified  electric  energy  generation  unit  which: 


CIlLTliy 


(a)  Is  powered  by  a renewable  energy  resource; 


<b»  I las  an  electrical  generating  system  with  a capacity  of  not  more  than  [one  hundrcdl  two  thousand  kilowatts; 

(ei  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator; 

tdt  Is  inlet  connected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  In  said 
retail  electric  supplier: 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy  requirements; 

(h  lN|ccls  al1  applicable  safely,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code,  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  federal  Enemy 
Regulatory  L oniiiiission.  and  any  local  governing  authorities:  and 

tgt  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of  electricity  back  onto  the  supplier's  elect,  icitv 
lines  in  the  event  that  service  to  the  customer-generator  is  interrupted; 

(4)  “Department”,  the  department  of  [natural  resources]  economic  development: 

(5 1 "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 
customer-generaior  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period: 

“Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  photovoltaic 
cells  and  panels,  lucl  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources,  and  other  sources  of  cneruv 
Mini  become  available  after  August  28.  2007.  and  arc  certified  as  renewable  by  the  department: 

(7!  "Rclail  clcc,ric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated  under  this  chapter,  or  rural  electric 
conpeiative  under  chapter  394  that  provides  retail  electric  service  in  this  state. 

A rclail  electric  supplier  shall: 

( I ! Make  net  metering  available  to  customer-generators  on  a lirst-comc,  lirsl-scrvcd  basis  until  the  total  rated  generating  capacity  ol 
net  metering  systems  equals  five  percent  or  the  utility's  single-hour  peak  load  during  the  previous  year,  after  which  the  commission  t,.i 
a public  utility  or  the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of  net  metering 
systems  to  an  amount  above  live  percent.  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve 
my  application  lor  interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to 
date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak  load  for  the  previous 
calendar  year; 

(_ ) Ol  lei  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  talcs,  rate  structure,  and  monthly  chafes  u> 
the  contract  or  lanlf  that  (he  customer  would  be  assigned  if  the  customer  were  not  an  eligible  customer-generator  but  shall’ not  diar-e 
the  customer-generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not  otherwise  be  charged  ,1 
me  customer  were  not  an  eligible  customer-generator;  and 

(M  Disclose  annually  the  availability  ol  the  net  metering  program  lo  each  of  its  customers  with  the  method  and  manner  of  disclosure 
bang  at  the  discretion  ol  the  supplier. 

■I.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can  measure  the  net  amount  of  electrical 
ena  gy  pi oduced  or  consumed  by  the  customer-generator.  If  the  customer-generator’s  existing  meter  equipment  does  not  meet  these 
requirements  or  il  it  is  necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customer- 
generator  s facility,  the  customer-generator  shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  install  (lie  necessary 
additional  equipment.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier  and ' 
any  amount  up  to  ihc  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles.  Any  subsequent  meter  testing,  maintenance  or  meter  equipment  change  necessitated  bv  the  aisiomcr- 
generator  shall  be  paid  for  by  the  customer-generator. 


5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical 


energy  measurement  shall  be  calculated  in  the  following  manner: 


1 1 ) I hi  :i  customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy  produced  or  consumed  during  the  hilling 
period  m accordance  unit  normal  metering  practices  lor  customers  in  the  same  rale  class,  either  by  employing  a single,  bidirectional 
meter  ilia!  measures  the  amount  ot  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measiue 
the  customer-generator':,  consumption  and  production  of  electricity; 


l“i  11  I he  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a billing  period,  the 
ustomer-generator  shall  be  billed  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  lor  customers  in 
the  same  rate  class: 

is)  1 1 the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
, ii  -tonici  -gonciatoi  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  u itb  subsection  .?  of  tin 
•c  non  and  | shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  billing 
pci  tod.  with  tins  credit  applied  to  the  following  billing  period)  all  net  excess  kilowatt-hours  generated  shall  be  recorded  as  net  excess 
i:  i \ credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  month-iq-mqnth  and  credited  at  a ratio  of  one-to-oii, 
against  the  customer '-generator's energy  consumption  in  subsequent  billing  periods; 

i -I ) Any  net  excess  energy  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or 
w hen  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier: 

' i I .a  any  rural  eleetru  cooperative  under  chapter  3P-I,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
lectnc  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be 
pan  ided  by  the  wholesale  generator. 

o(l)  bach  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  safety,  performance, 
interconnection,  and  reliability  standards  established  by  any  local  code  authorities,  the  National  Electrical  Code,  the  National 
b.leetneal  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation 
\.i  supplier  shall  impose  any  Icc.  charge,  or  other  requirement  not  specifically  authorized  by  tins  section  or  the  rules  promulgated 
uudei  subsection  9 ot  tins  section  unless  the  fee.  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
i u st  oilier- general  ot  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s  system  contain  it  switch,  circuit 
btcaker.  fuse,  or  olhc:  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator’s  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system. 

i.'  i lur  -osteins  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  anil  rules  under  subdivision  1 1 1 ol  tin 
subsection  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
additional  liability  insurance  beyond  what  is  required  under  subdivision  ( I ) of  this  subsection  and  subsection  I ol  this  section; 

3 i I oi  customer-geneialoi  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  by  rule  oi  equivalent  formal  action  by  each  respective  governing  body: 

la)  Set  forth  safely,  pet  Ibrmance.  and  reliability  standards  and  requirements;  and 

tb)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance. 

ill  \pplications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (a)  of  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer- 
'.eticraior's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the  generating  unit,  ami 
.hall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
a i thin  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system 
the  , us  oiuer-generatoi  will  furnish  the  retail  electric  supplier  a certification  fruit t a qualified  professional  olo.it man  or  engineer  tii.it 
ih>  installation  meets  the  requirements  of  subdivision  ( 1 1 of  subsection  6 ol  this  section.  It  the  application  bn  inteicotmection  i: 
approved  In  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  year  alter  receipt 
of  notice  of  the  approval,  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)1 1 pun  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  be  responsible  lor 
iliuc  a new  application  under  subdivision  ( I ) of  this  subsection. 

; Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulatcd 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  ol  the  supplier 
upon  request,  including  the  following  information  for  the  previous  calendar  year: 

i 1 1 fhe  total  tutmbet  of  customer-generator  facilities; 

1 2 i i Ik  total  csiimaicv!  generating  capacity  of  its  net-metered  customer-generators:  and 
i < i I he  total  estimated  net  kilinvatt-hours  received  from  customer-generators. 

1 I In  commission  shall  within  nine  months  ol  January  I.  2()tlS.  promulgate  initial  rules  necessary  lot  the  administration  ol  tins 
section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net 
metering,  for  systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  ol  a rule,  as  that  term  is 
defined  in  section  5 Hi. (HO.  that  is  created  under  the  authority  delegated  in  this  section  shall  become  elfcctive  only  i!  it  complies  with 
util  is  subject  to  all  of  the  provisions  of  chapter  536  and.  if  applicable,  section  536.028.  This  section  and  chapter  5 Hi  are  nonsevcmble 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  elfcctive  date,  or  to  disapprove 
anil  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  alter 
Ximiisi  28.  2007.  shall  be  invalid  and  void. 


lo  I lie  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  of.laminrv  I.  200K.  adopt  policies 
establishing  a simple  eontraet  to  lie  used  lor  intereonneelion  and  net  metering.  I or  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  am 
conditions.  i , _ 

IG>-Ig2> 

. I I or  any  cause  ol  action  relating  lo  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a cuslomcr-generatoTor  the 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  ol 
the  supplier. 


' he  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards 
the  respective  retail  electric  supplier's  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 ' 1 llc  s:,lc  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  407.700  |„ 
4)  20.  Ihe  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding 

mandatory  disclosures  ol  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  that  the 
sellci  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
any  electric  generation  unit  poses  a danger  to  any  properly  or  person,  may  report  the  same  to  the  attorney  general  who  shall  he 
authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

M.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility's  rate  structure. 

I >.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  with  any  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  Ihe  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section 
have  been  met.  for  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
'agilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

l b.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  any  damages  to  property  -« 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator. 

I I lie  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly  misrepresents  the  safetv  aspects  of  an  electric 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  unit’ of  a customer- 
generator 


X ^"withstanding  any  provision  in  tins  chapter  or  chapters  393  and  394  to  the  contrary,  the  owner  or  operator  of  a Qualified  electric 
generation  quit  that  provides  renewable  energy  resources  to  a customer-generator  through  a power  purchase  agreement,  a sale  and 
leaseback  ol  equipment,  or  other  form  ol  contract  between  the  customer- gen  oral  or  and  the  oyynet  or  operator  oftlie  qualified  eleetru 
generation  unit,  shall  nut  be  determined  by  reason  of  such  ownership,  operation,  contract,  or  provision  of  energy  to  be  an  electrical 
corporation  or  public  utility  as  those  terms  are  defined  in  section  386.020,  nor  shall  it  be  precluded  from  installing,  owning  or 

operating  die  qualified  cjccinc  unit  and  providing  the  related  renewable  energy  resources  to  a customer  that  is  being  served  by  a retail 
oloctnc  supplier. 


O. VM.  I Aliy  taxpayer  that  owns  u solar  powered  electric  energy  generation  unit  or  solar  facility  that  meets  the  requirements  for  net 
metering  imder  section  M6JOO,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  of  that 
laedity  on  or  alter  the  effective  date  of  this  section,  shall,  subject  to  the  provisions  of  subsections  2 through  7 pJTIlis  section  be 
allowed  a stale  tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  143  (except  withholding  imposed  by  sections  143  I'M 
l • ' 165),  II  the  director  ol  the  department  of  revenue  issues  an  eligibility  statement  for  that  piojoet.  The  tax  credit  provided  lot  in 
this  section  shall  be  known  as  the  “Missouri  Solar  Energy  Tax  Credit". 


I lie  state  tax  ciedit  allowed  under  this  section  shall  not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  lor  the 
construction,  design,  and  msudjafion  fifjhat  facility,  up.  to  a total  of  seventy-five  thousand  dollars  per  utility  metered  account 
provided  however  that  beg.nmng  in  cnlendar  years  2022  through  2031,  the  thirty-five  percent  limit  on  total  costs  and  expenses  shall  he 
reduced  by  an  amount  pi  two.  percent  per  year,  and  the  seventy-five  thousand  dollar  limit  shall  be  reduced  by  hyp  thousand  five 

hundred  dollars  pet  year,  and  such  reduced  limits  shall  apply  to  the  tax  credits  allowed  under  tins  section  during  calendar  years  HP  ’ 
through  2031.  — — ~ 


3.  fit  no  event  shall  the  aggregate  amount  ofaH  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  given  calendar 
year  lor  the  period  beginning  with. the  effective  date  of  this  sect, on  through  June  30.  2021.  During  the  calendar  years  2022  through 
- ...  . lilts  fifty  million  dollar  limit  far  the  calendar  year  shall  he  reduced  each  year  by  an  amount  eqtutj  lo  $2  5 million  dollars  No  new 
tax  credits  provided  lo,  under  this  section  shall  be  authorized  after  June  30,  2031.  I he  department  of  revenue  shall  promulgate  rules 
ami  regulations  lot  the  administration  ol  lax  credits  issued  pursuant  Ip  this  section,  and  establish  the  procedure  In  which  such  tax 
ct edits  mac  be  claimed. 


I Anv  eligible  applicant  desiring  to  claim  a tax  credit  under  this  section  shall  first  request  an  eligibility  statement  from  the  department 
ol  revenue,  I he  applicant  shall  identify:  the  facility,  for  which  a tax  credit  is  claimed;  the  costs  and  expenses  expected  to  he  incurred 
In  the  applicant  related  ip  the  construction,  design,  and  installation  of  the  lacihty;  ihe  nameplate  capacity  of  ihe  facility:  and  the 
ownership  lor  the  lacihty.  I lie  director  of  ihe  department  of  revenueshall  issue  an  eligibility  statement  within  thirtv  (30 1 davs  of  the 
tequest  ijjt  finds  that  the  applicant  qualities  for  a credit  under  this  section,  lax  credits  shall  be  awarded  on  a first-come  first -serve 
mini  the  (units  M mi  iM  U1  '"bscc.ion  3 of  tins  section  are  reached.  The  department  of  revenue  mav  promulgate  rulcsand 
regulations  relating  to  this  certification  process. 

1 !**  0rci1’1  kkulifajlzed  by  ifeis  section  shall  nqt_bc  refundable.  Any  amount  of  credit  which. exceeds  the  tax  due  for  a taxpayer's 
taxable  year  may  be  canied  forward  to  any  oftlie  taxpayer's  live  .subsequent  taxable  years. 


!’■  x:‘ ' ‘u,y  l’niK'  ’‘'-ycredits  issued  in  accordance  uni,  this  section  may  he  transferred,  sold,  or  assumed  lo  a third  partv 

crul, cation  ol  transler,  sale  or  assignment  and  other  appropriate  forms  must  he  filed  with  the  department  older  cm, e. 

I tie  reporting  provisions  of  the  fax  Credit  Accountability  Act  of  2004  apply  to  the  tax  credits  issued  under  tins  see 


■ect  ion. 
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County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  net  metering  provisions  are  considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
tax  credit  and  expansion  of  the  net-metering/interconnection  size  from  100  kilowatts  to  2 
megawatts  will  result  in  an  increase  in  net-metered  renewable  energy  installations  (as 
modified  by  Section  386.890,  RSMo,  of  this  proposal)  in  Missouri  which  may  be  used  for 
RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
(up  to  100  kilowatts)  for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal 
note,  DE  assumes  such  consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also 
anticipates  that  the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems 
from  100  kilowatts  to  2 megawatts  would  result  in  an  increase  in  other  net-metered 
renewable  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 


purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $199,602  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 


Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 


the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 


Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 


2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 
1350  kWHr  per  year  Calculator 


3.  Annual  Peaks 


Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 


4.  Current  City  Electric  Rates 


DOE  EIA  Database  (Table  6 for  2010) 


5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 


6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  the  following: 

Proposed  Section  386.890.5.(4),  RSMo,  states  "Any  net  excess  energy  credits  granted  by 
this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or 
when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  supplier."  The  current  statutory  language  states  "Any  credits  granted 
by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  12 
months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 


terminates  the  net  metering  relationship  with  the  supplier."  It  appears  the  drafter 
inadvertently  did  not  mark  all  the  changes  in  the  subsection. 

Proposed  Section  386.890.18,  RSMo,  states  “Notwithstanding  any  provision  in  this 
chapter  or  chapter  393  and  394  to  the  contrary,  the  owner  or  operator  of  a qualified 
electric  generation  unit  that  provides  renewable  energy  resources  to  a customer-generator 
through  a power  purchase  agreement...,  shall  not  be  detennined  by  reason  of  such 
ownership,  operation,  contract,  or  provision  of  energy  to  be  an  electrical  corporation  or 
public  utility  as  those  terms  are  defined  by  section  386.020....”  This  language  suggests 
that  any  electrical  corporation  providing  service  to  a customer-generator  could  be  exempt 
from  Section  386.020,  RSMo,  and  potentially  somehow  exempt  from  commission 
regulation  even  if  already  regulated.  To  alleviate  any  possible  confusion  delete  the  words 
“the  owner  or  operator  of  a qualified  electric  generation  unit  that  provides  renewable 
energy  resources  to”  before  ‘a  customer-generator’  (which  is  already  limited  by  its 
definition  of  generators  producing  currently  1,000  KW  or  proposed  change  2,000  KW). 
Further,  the  language  “Notwithstanding  any  provision  in  this  chapter  or  chapter  393  and 
394  to  the  contrary,”  should  also  be  removed  to  not  potentially  conflict. 

Also  absent  from  this  proposal  is  an  additional  sentence  clearly  delineating  that  this  does 
not  diminish  or  supersede  the  commission’s  authority  to  ensure  safe  operation  of  any 
electric  plant.  The  PSC  respectfully  suggests  that  this  sentence  should  be  added  in  for 
clarity. 

Section  386.895,  RSMo,  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Graves  Garrett  llc 

Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 


l Panel 


201 4E  201 5E 

i Inverter  ■ Racking  BOther  BoS 


2016E 

i Installation  ■ Sales 


2017E 
Other  Total 


1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


Graves  Garrett  llc 


National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


CT» 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


December  18,  2015 


Jason  Kander 

Secretary  oi;  State 
State  of  Missouri 
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Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andrew  Linhares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  2 (20 1 6- 1 82) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  December  1 7,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 0 1 
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\ / I Q O County 

Kf)  IQ>C< 

It  t.s  a cia.ss  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo.  to  the  contrary,  lor  .1  term  ol 
miprisomnent  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign  any 
initiative  petition  w uli  au\  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  lor  the  same  measure 
tor  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  K under.  Secretary  of  Stale  for  the  State  of  Missouri: 

We.  the  undersigned,  registered  voters  of  (lie  state  of  Missouri  and  County  (or  city  ol  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  he  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this 

petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  ! live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 

I .being  first  duly  sworn,  say  (prim  or  type  names  of  signers) 
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FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  I HA  I ALLS >]  “ 

Vl..\|)E  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CON  VIC  I ED  OF,  FOUND 
GUILTY  OF.  OR  PEED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  IS  years  ol  age.  I do 
payer  


do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  II  paid,  list  the 


Signature  of  Affiant  (Printed  Name  ol  Affiant) 

il’ec, mi  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of 


, A.D.  20 1 


Signature  of  Notary 


Address  of  Notary 
My  commission  expires 


Notary  Public  (Seal) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  3X0.890  is  amended  and  one  new  section  is  added,  to  be  known  as  section  386.895. 


to  read  as  follow  s: 


3X6.891).  I . This  section  shall  be  known  and  may  be  cited  as  the  “Net  Metering  and  Easy  Connection  Act". 


As  used  in  this  section,  the  following  terms  shall  mean: 


( I > "Avoided  fuel  cost”,  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as  defined  by  the  governing  body  with 
jurisdiction  over  any  municipal  electric  utility,  rural  electric  cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as 
provided  in  this  chapter; 


(2)  "Commission",  the  public  service  commission  of  the  stale  of  Missouri; 


1 3 ) “Customer-generator",  the  owner  or  operator  of  a qualified  electric 


energy  generation  unit  which: 


(a)  Is  powered  by  a renewable  energy  resource: 

(b)  lias  an  electrical  generating  system  with  a capacity  of  not  more  than  [one  hundred  1 two  thousand  kilowatts; 

(e)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer-generator: 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric  supplier  and  has  been  approved  In  said 
retail  electric  supplier: 


(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy  requirements; 

( I)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  the  National  Electrical  Code  the 
National  Electrical  Safety  Code,  the  Institute  of  Electrical  and  Electronics  Engineers,  Underwri.ers  Laboratories,  the  federal  Enemy 
Kquualoi  v Commission,  mul  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  llow  of  electricity  back  onto  the  supplier's  electricity 
lines  in  I lie  event  that  service  to  the  customer-generator  is  interrupted; 

' 1 Department  . the  department  ol  [natural  resources]  economic  development: 

(5 ) "Net  metering”,  using  metering  equipment  sufficient  to  measure  the  difference  between  the  electrical  energy  supplied  to  a 

t iistomcr-gencrator  by  a retail  electric  supplier  and  the  electrical  energy  supplied  by  the  customer-generator  to  the  retail  electric 
supplier  over  the  applicable  billing  period; 

(6)  “Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources,  hydroelectric  sources,  pholovollaic 

m . Y r."  !'■  T CC  T8  yt'YgCn  produccd  by  onc  ofthc  abovc-|1;'mcd  electrical  energy  sources,  and  other  sources  of  encmv 
ui  become  available  alia  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  “Retail  electric  supplier"  or  “supplier",  any  municipal  utility,  electrical  corporation  regulated  under  Hus  chapter.  < 
coopci alive  under  chapter  394  dial  provides  retail  electric  service  in  this  stale. 


. or  rural  electric 


3.  A retail  electric  supplier  shall: 

!,'!  ::^';:YYY:ngaV;,;hYk  10  CUSl0llY?CI,C1|ato.rS  0,1  a rirsl-c0mc-  nis,-scivctl  basis  "»<il  the  total  rated  generating  capac.lv  of 

1 c 3, o t VTr  ° , U,t,hly  S S,.,IB,C*hOU1'I1C!,k  ,UiUl  **  P™iaus  year,  after  wind,  the  com., fission  Mr 
a in  I he  uni,  tj  o,  the  gov  cm  mg  body  lor  other  clcctnc  utilities  may  increase  the  total  rated  generating  eapac.v  of  net  mete, -mu 

. \ Mans  10  an  amount  above  live  percent.  However,  in  a given  calendar  year,  no  retail  electric  supplier  shall  he  required  to  approve 

; Y!w  Z Uun  dLr  in^T'T'0';  if,I'C  ,0,al  T*  8“i,,S  Capad,y  °,al1  npp'ico.ions  for  interconnection  airily  approved  to 
caieY'l  vc!,r;  ° U' yCar  CqiU  °r  * °nC  PC,'CCnt  °,  Said  Stl','5licr's  si,H5le-ho„r  peak  load  for  the  previous 


(2)  Offer  to  the  customer-generator  a tarilT or  contract  that  is  identical  in  electrical  enemy  rates,  rate  structure  and  monthly  ch  trees  to 
i ' Y'YYnY.  ! ,al  ' C,T0mCI,  W0U“  bC  assigncd  if  ,hc  cus,omcr  were  no.  an  eligible  customer-generator  but  shall  not  char-e 

...  c„:;::!::r  or  o,hcr  fcc  or  d^c  iha*  ~ ^ 

Sn^ZSL’5rJS£.of,h!  “ ",clcr"'8  pras“”  “ — 

cniwClnSrir,0rS  '"I'i  f 11,11  bC  Cqi"Ppcd  Wi,h  sumdci"  llK,,cl'nK  equipment  that  can  measure  the  net  amount  of  electrical 
Y.  Y.r  , , consumed  by  the  customer-generator.  If  the  customer-generator’s  existing  meter  equipmct.i  does  not  meet  these 

Y.  . Y’Y'  r Y “,r  nCCCSsary  ,or  ,hc  clcc,nc  supplier  to  install  additional  distribution  equipment  to  accommodate  the  customcr- 
:;v;v  ,s  lac,1,ly-  “"“'f ™’cr^»cn>K>r  Shall  reimburse  the  retail  electric  supplier  for  the  costs  to  purchase  and  i'Ytdl Y!e  n -is,,, 

„_r  .qu[pmuilt  

5.  Wi,l,  .he  provisions  in  .his  sec, ion,  ,ho  no.  elec.rical  energy  — ,|„li  be  cole,, In, cd  in  ihe  Mowing  n.onner: 


meter  that  measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple  meters  that  separately  measure 
the  customer-generator's  consumption  and  production  of  electricity: 

i.' i 1 1 the  electricity  supplied  bv  the  supplier  exceeds  the  electricity  generated  by  the  customer-generator  during  a 
customer '-gencratoi  shall  he  lulled  for  the  net  electricity  supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  m 
the  same  rate  class; 


’(It  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the  supplier  during  a billing  period,  the 
■ u-.tomei  -generator  shall  be  billed  for  the  appropriate  customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this 
.ve t ion  and  [shall  be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours  generated  during  the  hilling 
period,  with  tins  credit  applied  to  the  following  billing  period]  all  net  excess  kilowatt-hours  generated  shall  he  recorded  as  net  excess 
energy  credits  per  kilowatt-hour  and  those  credits  shall  be  carried  forward  from  month-to-month  and  credited  at  a ratio  of  one-to-one 
against  the  customer-generator's  energy  consumption  in  subsequent  billing  periods; 

i-l  1 1 •.  act  excess  i neig;,  credits  granted  In  tins  subsection  shall  expire  without  any  compensation  at  the  earlier  of  cither  Match  I <>i 

v hen  the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship  with  the  supplier. 

O)  I or  ,m\  rural  electric  cooperative  under  chapter  304,  or  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying 
electric  energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  lie 
provided  In  the  wholesale  generator. 

<>  1 1 1 l-.ich  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all  applicable  saloty , performance, 
interconnection.  and  reliability  standards  established  by  any  local  code  authorities,  the  National  I lectrical  Code,  the  National 
f.ici  ineal  Safety  Code,  the  Institute  of  l- lectrical  and  Hlectronics  Engineers,  and  Underwriters  Laboratories  for  distributed  generation 
Nu  Mipplic.  shall  impose  any  fee.  charge,  or  other  requirement  not  specifically  authorized  by  this  section  or  the  rules  promulgated 
undci  subsection  0 oi  this  section  unless  the  fee.  charge,  or  other  requirement  rvould  apply  to  similarly  situated  customers  rvlio  arc  not 
ustomcr-gencrators.  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s  system  contain  a switch,  circuit 
breaker  fuse,  or  otltei  easily  accessible  device  or  feature  located  in  immediate  proximity  to  the  customer-generator's  metering 
equipment  that  would  allow  a utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system: 

i I or  -\ stems  ot  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards  and  rules  under  subdivision  1 1 1 oi  tin  ■ 
nb section  shall  not  be  required  to  install  additional  controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase 
ulilmon.il  liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and  subsection  I of  this  section; 

i3l  for  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public  utilities  and  the  governing  body  for  other 
utilities  shall,  by  rule  or  equivalent  formal  action  by  each  respective  governing  body: 

tat  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

lb)  I siabhsh  the  qualifications  lor  exemption  from  a requirement  to  install  additional  controls,  perform  or  pay  for  additional  tests  or 
distribution  equipment,  or  purchase  additional  liability  insurance. 

lit  Applications  b\  a customer-generator  for  interconnection  of  a qualified  electric  energy  generation  unit  meeting  the  requirements 
of  subdivision  (3 ) ol  subsection  2 of  this  section  to  the  distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-, 
generator's  electrical  generating  system,  including  but  not  limited  to  a wiring  diagram  and  .specifications  for  the  generating  unit,  ami 
hall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within  thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and 
within  ninety  days  of  receipt  for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's  system, 
i he  vusiomer-geiieraloi  will  furnish  the  retail  electric  supplier  a certification  from  a qualified  professional  electrician  or  engineer  that 
i he  installation  meets  the  requirements  of  subdivision  (I ) of  subsection  6 ol  this  section.  II  the  application  for  interconnection  is 
approved  by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection  within  one  ye.u  alici  .erupt 
ot  notice  of  the  approx  al.  the  approval  shall  expire  and  the  customer-generator  shall  be  responsible  lor  tiling  a new  application 

(2t  Upon  the  change  in  ownership  ol  a qualified  electric  energy  generation  unit,  the  new  customer-generator  shall  he  responsible  lor 
filing  a new  application  under  subdivision  ( I ) of  this  subsection. 

; I ach  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the  commission,  and  all  other  nonregulatcd 
suppliers  shall  submit  the  same  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer  of  the  stipplici 
upon  request,  including  the  following  information  for  the  previous  calendar  year; 

till  he  total  nuiubei  of  customer-generator  facilities; 

1 3 i | he  total  estimated  venerating  capacity  of  its  net-metered  customer-generators;  and 


(3i  I lie  total  estimated  net  kilowatt-hours  received  from  customer-goner. 


generators. 

■i  I |,e  commission  shall,  within  nine  months  of  January  I.  2008.  promulgate  initial  rules  necessary  for  the  administration  of  this 
section  lor  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts  will  he  used  for  interconnection  and  net 
iiietenm>  for  systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is 
del  Hied  in  section  3 in.nlli.  that  is  created  under  the  authority  delegated  in  this  section  shall  become  etleciive  only  it  it  complies  w nh 
.nd  is  subject  to  all  ol  the  provisions  of  chapter  536  and.  if  applicable,  section  536.028.  This  section  and  chapter  5 <6  are  nonscyerable 
uni  ii  any  ol  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay  the  eliective  date,  oi  to  disapprove 
and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  alici 
\ugtisi  28.  2007,  shall  he  invalid  and  void. 


Hi  I he  gov  erning  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine  months  ol  Jamturv  I ’008.  adopt  policies 
establishing  a simple  contract  to  be  used  lor  interconnection  and  net  metering,  for  systems  ol  ton  kilowatts  or  less,  the  application 


process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brie  I' set  of  terms  and 
conditions. 

I I I or  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the  generation  unit  of  a cus 
interconnection  thereof,  the  retail  electric  supplier  shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of 
the  supplier, 

I fhe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions  of  this  section  shall  count  towards 
the  respective  retail  electric  supplier’s  accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

I.v  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to  the  provisions  of  sections  107.700  io 
•Id  7.720.  I he  attorney  general  shall  have  the  authority  to  promulgate  in  accordance  with  the  provisions  of  chapter  526  rules  regarding 
mandatory  disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person  who  believes  hat  die 
seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or  performance  standards  of  any  such  systems,  or  who  believes  that 
unv  electric  generation  unit  poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall  he 
authorized  to  inv  estigate  such  claims  and  lake  any  necessary  and  appropriate  actions. 


I I.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that  utility’s  rate  structure 

I No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and  synchronization  u ith  am  retail  electric 
supplier  without  written  approval  by  said  supplier  that  all  of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section 
have  been  met.  for  a consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect  the  electric 
facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


I(>.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held  liable  for  am  damages  to  propertv  or 
person  caused  by  a defect  in  the  electric  generation  unit  of  a customer-generator. 


I ■ I lie  seller,  installci.  or  manulacturcr  ol  any  electric  generation  unit  who  knowingly  misrepresents  the  sal'etv  i peels  ol  an  eleetn 
generation  unit  may  be  held  liable  for  any  damages  to  property  or  person  caused  by  the  electric  generation  umi  \>l  a ciistomei 
generator. 


.'•S6.S95.  I . Any  taxpayer  that  owns  a solar  powered  electric  energy  generation  unit  that  meets  the  requirements  for  net  metering  mulct 
section  586.890,  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design,  and  installation  ol  that  generation  unit  on 
or  alier  the  effective  date  «f  this  section,  shall,  subject  to  the  provisions  of  subsections  2 thiough  7 ofthis  section,  be  allowed  a suite 
tax  credit  against  the  income  taxes  imposed  pursuant  to  chapter  M3  (except  withholding  imposed  by  .sections  1 13  l"l  ui  M3  265),  if 
the  director  of  the  department  of  revenue  issues  an  eligibility  statement  for  that  project.  The  tax  credit  provided  for  in  this  section  shall 
be  known  as  the  “Missouri  Solar  Rnergy  Tax  Credit". 

2 I he  stale  lax  credit  allowed  under  this  sccjjon  shall  .not  exceed  thirty-five  percent  of  the  total  costs  and  expenses  incurred  for  the 
eonsii-ucljpn,  design,  and  installation  of  that  generation  unit,  iqi  to  a total  of  seventy- five  thousand  dollars  per  utility  metered  account 
provided  however  that  beginning  in  calendar  years  2022  through  2031,  the  thirty-five  percent  limn  on  total  costs  and  expenses  shall  be 
reduced  In-  an  amount  of  two  percent  per  year.  and. the  seventy-live  thousand  dollar  limit  shall  he  reduced  by  two  thousand  five 
hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  lax  credits  allowed  under  this  section  during  calendar  vears  N) ' 1 
through  2031.  " ' 

3.  In  in-  event  shall  the  aggregate  amount  of  all  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any  given  calendai 
year  lot  the  penod  hcgmmng  with  the  effective  date  ofthis  section  through  June  30,  2021.  During  the  calendar years  2022  through 
.Mb  | . this  fifty  million  dollar  Ijmit  for  the  calendar  year  shall  be  reduced  each  year  by  an  amount  equal  to  $2.5  million  dollars  No  new 
tax  credits  provided  lor  mi_d.er.this  section  shajj.be  authorized  after  June  30.  203 1 . The  department  of  revenue  shall  promulgate  rides 
and  regulations  for  the  administration  of  tax  credits  issued  pursuant  to  this  section,  and  establish  the  procedure  by  which  such  lax 
credits  may  be  claimed. 


•I.  Any  eligible  applicant  desiring  to  claim  a.tax  credit  under  tins  section  shall  first  request  an  eligibility  statement  fiqin  the  departm  nt 
ot  revenue.  I lie  applicant  shah  .identify:  the  generation  unit  for  which  a tax  credit  is  claimed;  the  costs  and  expenses  expected  to  be 
mem  ra!  In  die  applicant  related  to  the  construction,  design,  and  installation  of  the  unit;  the  nameplate  capacity  of  the  unit,  and  the 
ownership  lor  the  unit,  flic  director  of  the  department  of  revenue  shall  issue  an  eligibility  statement  within  thirty  ( 30)  days  of  the 
request  il.it  finds  that  the  applicant  qualifies  fora  credit  under  tins  section.  Tax  credits  shall  be  awarded  on  a first-come  first -serve 
basis,  until,  the  limits  as  provided  m subsection  3 of  this  section  arc  reached.  The  department  of  revenue  may  promulgate  rules  and 
regulations  relating  to  this  certification  process. 


I lie  credit  authorized  by.  this  section  shall  not  be  refundable.  Any  amount  of  credit  which  exceeds  the  lax  due  for  a taxpayer  s 
taxable  year  may  be  carried  forward  to  any  of  the  taxpayer’s  live  subsequent  taxable  years" 

f;  Allor  -a-'*y  PSVtjon  of  the  tax  credits  issued  m accordance  with  this  .section  may  be  transferred,  sold,  or  assigned  to  a third  party 
cultivation  ol  translcr,  sale  or  assignment  and  other  appropriate  forms  must  be  filed  with  the  department  of  revenue. 

7.  The  reporting  provisions  oljluyTax  C7eil.tAccpuniah.lity  Act  of 2004  apply  to  the  tax  credits  issued  under  this  section. 
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Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.890  - Net  Metering  and  Easy  Connection  Act 

The  Division  of  Energy  (DE)  assumes  it  would  be  involved  in  the  implementation  of  this 
provision  that  modifies  the  existing  net  metering  and  interconnection  requirements  for 
regulated  electric  utilities.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the 
process  and  details  associated  with  this  proposal.  Rulemaking  cases  before  the  PSC  may 
be  open  for  a year  or  more  and  include  several  full-day  workshops.  DE  staff  would 
participate  in  the  workshops,  monitor  filings  and  review  of  other  parties’  proposals, 
research  best  practices  and  develop  proposals  and  rule  language,  collaborate  with  other 
interested  parties,  and  file  comments.  DE  assumes  it  would  monitor  and  participate  in 
tariff  and  other  related  cases  where  net  metering  provisions  are  considered. 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  DE  has  statutory  authority  to  certify  that  eligible 
renewable  energy  resources  do  not  cause  undue  environmental  impacts  before  RECs 
associated  with  those  renewable  energy  resources  can  be  used  for  RES  compliance.  There 
are  no  certification  fees  associated  with  this  review.  DE  anticipates  that  enactment  of  a 
tax  credit  and  expansion  of  the  net-metering/interconnection  size  from  100  kilowatts  to  2 
megawatts  will  result  in  an  increase  in  net-metered  renewable  energy  installations  (as 
modified  by  Section  386.890,  RSMo,  of  this  proposal)  in  Missouri  which  may  be  used  for 
RES  compliance. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  construction  of  solar  facilities 
would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.890  -Net  Metering  and  Easy  Connection  Act 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.895-  Missouri  Solar  Energy  Tax  Credit 

The  proposal’s  estimated  impact  to  General  Revenue  could  be  up  to  $50  million  per  year 
from  the  effective  date  through  June  30,  2021  depending  on  the  schedule  of 
implementation  and  applications  submitted  and  approved.  The  potential  impact  would 
decrease  by  $2.5  million  per  year  from  2022  through  203 1 . 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
(up  to  100  kilowatts)  for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal 
note,  DE  assumes  such  consultation  could  be  performed  with  existing  resources. 

DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE  also 
anticipates  that  the  increase  in  the  capacity  size  of  net  metered  renewable  energy  systems 
from  100  kilowatts  to  2 megawatts  would  result  in  an  increase  in  other  net-metered 
renewable  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  solar  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading  analysis  for  similar  Initiative  Petitions). 

For  purposes  of  this  fiscal  note,  DE  assumes  all  applications  for  RES  certification  of  no 
undue  adverse  environmental  impacts  are  for  solar  projects  and  that  only  small  numbers 
of  these  projects  would  submit  applications  for  RES  certification  to  DE.  DE’s  review 
primarily  focuses  on  environmental  impacts  of  renewable  electric  generation  facilities  on 
air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies.  Solar 
photovoltaic  and  other  renewable  energy  facilities  with  a larger  capacity  typically  require 
more  staff  time  for  reviewing  their  third-party  environmental  impact  assessments  in 
addition  to  verifying  applicable  environmental  pennits,  for  data  requests  and  discussion, 
data  collection,  database  management,  report  production  and  website  maintenance.  For 


purposes  of  this  fiscal  note,  DE  assumes  it  could  complete  the  additional  RES 
environmental  reviews/certifications  anticipated  from  this  proposal  using  existing 
resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $199,602  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 


Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 


the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 


Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 


2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 
1350  kWHr  per  year  Calculator 


3.  Annual  Peaks 


Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 


4.  Current  City  Electric  Rates 


DOE  EIA  Database  (Table  6 for  2010) 


5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 


6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  the  following: 

Section  386.890.5.(4),  RSMo,  states  "Any  net  excess  energy  credits  granted  by  this 
subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  March  1 or  when 
the  customer-generator  disconnects  service  or  terminates  the  net  metering  relationship 
with  the  supplier."  The  current  statutory  language  states  "Any  credits  granted  by  this 
subsection  shall  expire  without  any  compensation  at  the  earlier  of  either  12  months  after 
their  issuance  or  when  the  customer-generator  disconnects  service  or  tenninates  the  net 


metering  relationship  with  the  supplier."  It  appears  the  drafter  inadvertently  did  not  mark 
the  subsection  as  having  a change. 


Section  386.895,  RSMo,  discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear 
why  the  tax  credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&ltvpe=pin&rtype=s&pin=&rse=0&maptype=0 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


state  auditors  office 


3EC  1 8 2015 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  oe  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  18,  2015 


\(s>-\%\ 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andrew  Unbares  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  1 (2016-181) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andrew  Linhares  on  December  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  n class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INI  TIATIVE  PETITION 


I o the  I lonorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri 

We,  the  undersigned,  registered  voters  of  the  stale  of  Missouri  and  County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says  I have  personally  signed  this 

petition:  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


X 

r/i 


l"S 

C3 

c7» 

CD 

m 

CD 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


tti 

p «„ 

— — 

— J 

cS  v. 

tY-;  \ 

> y \ 

CO 

• • 

m 

— — 

CD 

PT 

CP 

fp 

rn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Cilv,  Town  or  Village) 

ZIP 

CODE 

C’ONGR 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2 

3. 

4. 

5. 

6. 

7. 

8, 

9. 

10. 

II 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that 
each  lias  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and County. 

I URTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND 
(il  HI. TV  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
jntycr  . 


Signature  ol  \ffiant  (Printed  Name  of  Affiant)  Address  of  Affiant 

(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of , A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  386  is  amended  by  adding  one  new  section,  to  be  known  as  section  386.895.  to  read  as  follows: 

386.895,  1 . Any  taxpayer  that  owns  a solar  powered  electric  enemy  generation  unit  that  meets  the  requirements  for  net 
metering  under  section  386.890  and  that  has  incurred  costs  and  expenses  related  to  the  construction,  design^  and 
installation  of  that  generation  unit  on  or  after  the  effective  date  of  this  section,  shall,  subject  to  the  provisions  of 
subsections  2 through  7 of  this  section,  be  allowed  a state  tax  credit  against  the  income  taxes  imposed  pursuant  to  chanter 
143  (except  withholding  imposed  by  sections  143, 191  to  143,265),  if  the  director  of  the  department  of  revenue  issues  an 
eligibility  statement  for  that  project.  The  tax  credit  provided  for  in  this  section  shall  be  known  as  the  “Missouri  Solar 
Energy  Tax  Credit". 

2.  The  state  tax  credit  allowed  under  this  section  shall  not  exceed  thirty- five  percent  of  the  total  costs  and  expenses 
incurred  for  the  construction,  design,  and  installation  of  that  generation  unit,  up  to  a total  of  seventy-five  thousand  dollars 
per  utility  metered  account:  provided  however  that  beginning  in  calendar  years  2022  through  2031,  the  thirty-five  percent 
litni t on  total  costs  and  expenses  shall  be  reduced  by  an  amount  of  two  percent  per  year,  and  the  seventy-five  thousand 
dollar  limit  shall  be  reduced  by  two  thousand  five  hundred  dollars  per  year,  and  such  reduced  limits  shall  apply  to  the  tax 
credits  allowed  under  this  section  during  calendar  years  2022  through  203 1 . 

3.  In  no  event  shall  the  aggregate  amount  of  all  tax  credits  allowed  under  this  section  exceed  fifty  million  dollars  in  any 
given  calendar  year  for  the  period  beginning  with  the  effective  dale  of  this  section  through  June  30.  202 1 . During  the 
calendar  years  2022  through  2031.  this  fifty  million  dollar  limit  for  the  calendar  year  shall  be  reduced  each  year  by  an 
amount  equal  to  $2.5  million  dollars.  No  new  lax  credits  provided  for  under  this  section  shall  be  authorized  after  June  30. 
203 1 . The  department  of  revenue  shall  promulgate  rules  and  regulations  for  the  administration  of  tax  credits  issued 
pursuant  to  this  section,  and  establish  the  procedure  by  which  such  tax  credits  may  be  claimed. 

4.  Any  eligible  applicant  desiring  to  claim  a tax  credit  under  this  section  shall  first  request  an  eligibility  statement  from  the 
department  of  revenue.  The  applicant  shall  identify:  the  generation  unit  for  which  a tax  credit  is  claimed;  the  costs  and 
expenses  expected  to  be  incurred  by  the  applicant  related  to  the  construction,  design,  and  installation  of  the  unit ; the 
nameplate  capacity  of  the  unit;  and  the  ownership  for  the  unit.  The  director  of  the  department  of  revenue  shall  issue  an 
eligibility  statement  within  thirty  (30)  days  of  the  request  if  it  finds  that  the  applicant  Qualifies  for  a credit  under  this 
section.  Tax  credits  shall  be  awarded  on  a rust-come,  first-serve  basis,  until  the  limits  as  provided  in  subsection  3 of  this 
section  are  reached.  The  department  of  revenue  may  promulgate  rules  and  regulations  relating  to  this  certification  process. 

5.  The  credit  authorized  by  this  section  shall  not  be  refundable.  Any  amount  of  credit  which  exceeds  the  tax  due  for  a 
taxpayer's  taxable  year  may  be  carried  forward  to  any  of  the  taxpayer's  five  subseouent  taxable  years, 

6.  All  or  any  portion  of  the  tax  credits  issued  in  accordance  with  this  section  may  be  transferred,  sold,  or  assigned  to  a 
third  party.  Certification  of  transfer,  sale  or  assignment  and  other  appropriate  forms  must  be  filed  with  the  department  of 
revenue. 


7.  The  reporting  provisions  of  the  Tax  Credit  Accountability  Act  of  2004  apply  to  the  lax  credits  issued  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-181) 


Subject 

Initiative  petition  from  Andrew  Linhares  regarding  a proposed  amendment  to  Chapter 
386  of  the  Revised  Statutes  of  Missouri.  (Received  December  18,  2015) 


Date 


January  8,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  this  proposal 
would  reduce  state  revenues  by  $50  million  for  fiscal  year  2017,  $50  million  for  fiscal 
year  2018,  and  $50  million  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.895  - Missouri  Solar  Energy  Tax  Credit 

The  Department  of  Revenue  (DOR)  is  required  to  implement  the  Missouri  Solar  Energy 
Tax  Credit.  The  proposal  requires  DOR  to  promulgate  rules  to  establish  a process  for 
claiming  of  the  credit  and  may  promulgate  rules  related  to  a certification  of  eligibility 
process. 

The  existing  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned 
utilities  in  Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy 
Certificates  (RECs)  for  compliance.  The  Division  of  Energy  (DE)  has  statutory  authority 
to  certify  that  eligible  renewable  energy  resources  do  not  cause  undue  environmental 
impacts  before  RECs  associated  with  those  renewable  energy  resources  can  be  used  for 
RES  compliance.  There  are  no  certification  fees  associated  with  this  review.  DE 
anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered  solar 
energy  installations  in  Missouri  which  may  be  used  for  RES  compliance. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Missouri  Solar  Energy  Tax  Credits  would  continue 
until  June  30,  2031.  Economic  benefits  associated  with  the  installation  of  net  metered 
solar  facilities  would  also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

386.895-Missouri  Solar  Energy  Tax  Credit 

DE  assumes  that  DOR  may  consult  with  DE  in  development  of  rules  associated  with 
implementation  of  this  proposal  but  that  DE  would  not  be  involved  in  reviews  of 
applications  to  DOR  requesting  certification  of  eligibility  for  net-metered  solar  facilities 
(up  to  100  kilowatts)  for  the  Missouri  Solar  Energy  Tax  Credit.  For  purposes  of  this  fiscal 
note,  DE  assumes  such  consultation  could  be  performed  with  existing  resources. 


DE  anticipates  that  enactment  of  a tax  credit  will  result  in  an  increase  in  net-metered 
solar  energy  installations  in  Missouri  which  may  be  used  for  RES  compliance.  DE 
assumes  that  for  purposes  of  certification  of  no  undue  adverse  environmental  impacts  of 
renewable  energy  facilities  under  the  RES,  investor-owned  utilities  that  purchase  RECs 
associated  with  the  additional  net-metered  solar  installations  (up  to  100  kilowatts)  would 
continue  to  compile  and  submit  them  to  DE  along  with  a request  for  certification.  DE 
review  primarily  focuses  on  environmental  impacts  of  renewable  electric  generation 
facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each  application  varies. 
Solar  photovoltaic  facilities  with  a larger  capacity  typically  require  more  staff  time  for 
reviewing  their  third-party  environmental  impact  assessments  in  addition  to  verifying 
applicable  environmental  permits,  for  data  requests  and  discussion,  data  collection, 
database  management,  report  production  and  website  maintenance.  Because  the  size  of 
net  metered  systems  eligible  for  this  tax  credit  is  not  modified  by  this  proposal  and  would 
remain  at  100  kilowatts,  DE  assumes  that  any  additional  RES  certifications  for  such 
systems  would  be  conducted  using  the  current  process  described  above  and  could  be 
completed  with  existing  resources. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 


This  petition  creates  the  Missouri  Solar  Energy  Tax  Credit  which  allows  up  to  35  percent 
of  the  costs  and  expenses  for  construction,  design,  and  installation  of  a generation  unit. 
The  provisions  of  subsection  3 cap  the  tax  credit  at  $50  million  and  beginning  in  calendar 
year  2022,  the  total  cap  is  reduced  by  $2.5  million  each  year.  The  provisions  expire  June 
30,  2031,  allowing  for  no  new  tax  credits  after  that  date. 

The  department  suggests  the  provisions  regarding  the  certification  process  be 
administered  by  the  Department  of  Economic  Development  and  the  Division  of  Energy 
as  they  would  be  more  familiar  with  the  subject  matter. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  impact 
to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 


Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Information  Source 

Proposed  Legislation 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  Section  386.895,  RSMo, 
discusses  a "Missouri  Solar  Energy  Tax  Credit".  It  is  not  clear  why  the  tax  credit  is  in  the 
PSC  statute  and  not  in  a tax-related  statute. 

Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-181  through  2016-189 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petition  181: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  182,  183,  184,  186,  187,  and 
188: 

Lost  revenue  to  state  government  is  $680.3  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  thereafter.  Lost  revenue  to  local  government  is 
$137.8  million  over  the  tax  credit  period,  with  annual  losses  of  $15.5  million 
thereafter.  Other,  substantial  lost  revenues  of  an  unknown  amount  are  likely. 

We  propose  the  following  fiscal  note  summary  for  petitions  185  and  189: 

Lost  revenue  to  state  government  is  approximately  $38,500,  annually,  for  each 
facility,  and  up  to  $32 1 . 1 million  in  state  revenue  is  at  risk.  Lost  revenue  to  local 
governments  is  approximately  $78,300,  annually,  for  each  facility,  and  up  to 
$652.5  million  in  local  revenue  is  at  risk. 
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Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  181  to  189  contain  one  or  more  of  three  main  statutory  provisions:  (1) 
Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  community 
solar  facilities/arrangements;  and  (3)  A state  tax  credit  for  solar  powered  electric  energy 
generation  units  and  arrangements. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities,  municipal  electric  utilities, 
and  rural  electric  cooperatives 

A.  Redefine  customer  generator  to  include  retail  customers  entitled  by  contract  to 
receive  the  electrical  energy  generated  by  a qualified  energy  generation  unit; 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 

D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  5 Megawatt  Community  Solar  Facilities 

A.  Electric  Customers  may  participate  in  community  based  solar  arrangements  up  to 
with  generation  capacity  up  to  5 megawatts.  There  is  no  limit  on  the  number  of 
community  solar  facilities  that  may  be  developed. 

B.  Bill  credits  are  one  to  one  against  electric  utility  bills  for  customers  who 
participate  in  the  community  solar  facility. 

C.  Excess  bill  credits  are  sold  back  to  municipal  utilities,  investor-owned  utilities, 
and  electric  cooperatives,  by  kilowatt  hour  (at  rate  to  be  set  by  commission,  that  is 
at  least  as  great  as  all  avoided  costs,  but  up  to  the  retail  electric  supply  rate). 

3.  Tax  credit 

A.  35%  tax  credit  for  solar  powered  energy  generation  units  eligible  for  net  metering, 
or  in  some  petitions,  community  solar  facilities  up  to  5 megawatt. 
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B.  Total  value  of  eligible  credits  shall  not  exceed  $50  million  each  year  until  2022, 
with  credits  decreasing  after  that  date.  Unused  credits  carryover  year  to  year. 

C.  No  tax  credits  after  June  30,  203 1 . 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

Raising  the  net  metering  cap  from  100  kilowatt  units  to  2 megawatt  units  will  result  in  a 
decrease  in  electricity  sales  volume,  when  such  changes  are  paired  with  other  changes  suggested 
by  the  petition.  This  assumption  is  conservative  for  several  reasons.  First,  the  current  level  of  net 
metering  is  less  than  the  current  5%  cap  due  to  the  cost  of  solar  and  other  residential  net  metering 
equipment,  meaning  that  the  changes  to  current  net  metering  scheme  may  result  in  more  than  a 
simple  increase  due  to  economies  of  scale.  Second,  the  declining  price  of  solar  and  other 
renewable  energy  sources,  paired  with  federal  solar  tax  credits  (30%  federal  tax  credit)  and  a 
35%  state  tax  credit  as  proposed  in  some  of  the  petitions  provides  a strong  financial  incentive  to 
solar  energy  net  metering,  because  customers  can  buy  increasingly  affordable  technology  at  an 
additional  55%  discount1,  suggesting  that  individuals  and  corporations  will  take  full  advantage  of 
the  state  and  federal  tax  credits.  In  this  sense,  however,  the  move  to  full  5%  net  metering  will 
eventually  occur  due  to  declining  prices  for  residential  and  commercial  customer  energy 
generation,  coupled  with  increasing  prices  in  the  retail  price  of  electricity.  Third,  technology 
changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they  decrease  their 
usage.  The  commercialization  of  residential  and  commercial  energy  storage  technology,  like 
home  batteries,2 3  also  allows  customers  to  use  their  net-metering  capacity  more  efficiently, 
because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has 
increased  every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent 
Statistics  and  Analysis.  Accordingly,  a 1%  decrease  in  electricity  sales  volume  will  reduce 
Missouri  state  sales  tax  revenues  from  electric  providers  by  at  least  3.2  million  dollars.  Based  on 
the  change  from  100  kilowatt  units  to  2 megawatt  units,  individual  net  metering  units  may 


1 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

2 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 
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significantly  impact  tax  revenues.  Every  megawatt  of  installed  solar  decreases  state  sales  tax 
revenue  by  $7,700  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  of  an  unlimited  amount.  Energy  generated  from  the  community  solar  facility  is  allocated 
by  the  community  solar  facility  owner  or  operator.  Energy  production  allocation  is  done  via  “bill 
credits”  that  decrease  the  sales  and  gross  receipts  a utility  receives  from  electricity  sales.  These 
community  solar  facilities  will  be  operated  in  a manner,  such  as  fractional  ownership  by 
customers  or  ownership  by  a nonprofit,  that  avoids  property  tax,  sales  tax,  and  license/franchise 
taxes.  There  is  a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership 
model,  similar  to  net  metering,1  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax 
(generally,  3.5-4%)  and  local  utility  license/franchise  tax  (generally,  5%).  There  is  no  cap  on  the 
amount  of  community  solar  facilities  that  may  be  constructed,  and  there  are  strong  financial 
incentives  to  create  excess  production,  given  declining  prices  of  solar  electricity  and  a mandatory 
obligation  of  the  interconnected  utility  to  buy  electricity  at  generous,  retail  rates. 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  electric  providers  by  3.2  million  dollars.  Every  5MW  “renewable  energy  facility”  will 
reduce  state  sales  tax  revenues  by  $38,500,  annually.  Up  to  $321.1  million  in  state  sales  tax 
revenue  is  at  risk  ($7.6  billion  * 4.225%). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually 

The  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of  $25 
million  to  $50  million,  annually.  The  total  loss  to  state  government  over  the  tax  credit  effective 
period  is  $612.5  million. 

b.  Cost  of  eroding  tax  base  due  to  new  energy  generation 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer  generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  According  to  the  attached  table,  the  tax  credits  will  result  in  988.7  MWh/988,700  kWh 
of  new  electricity  generation.  New  production  from  such  tax  credits  would  produce 


3 The  petitions  use  the  terms  “facility  access”,  “arrangements”,  and  “bill  credits”  all  of  which 
indicate  that  the  electricity  generated  and  allocated  will  not  be  subject  to  sales  tax. 
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approximately  1,804,090  MWh  per  year,  also  expressed  as  1,804,090,000  KWh,  or  1,804  million 
KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an  assumed  average  retail 
price  of  electricity  in  Missouri  of  $100  per  megawatt/hour,4  this  new  production  is  valued  at 
$180,408,983. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).5  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  solar  energy  resources  according  to  the 
petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology. 

For  Initiative  Petitions  181-184  and  186-188,  the  total,  annual  loss  to  state  governments 
due  to  the  tax  credits  is  32.6  million  to  53.1  million  over  the  tax  credit  period.  The  total  loss 
during  the  tax  credit  period  is  $680.3  million.  There  is  an  annual  loss  in  perpetuity  after  the  tax 
credit  period  of  $7.6  million,  based  on  expected  customer-generation  resourced  developed.  See 
attached  table. 


Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 


4 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

5 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  182-184  and 
186-188 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  $6.5  million,  annually. 

ii.  Decreased  tax  collections  due  to  community  solar  facilities  - Initiative  Petitions  184,  185, 

188,  189 

A 1%  decrease  in  electricity  sales  volume  will  reduce  Missouri  local  tax  revenues  from 
electric  providers  by  6.5  million  dollars.  Every  5MW  “renewable  energy  facility”  will  reduce 
local  government  tax  revenues  by  $78,300,  annually.  Up  to  $652.5  million  in  local  sales  and 
license/franchise  tax  revenue  is  at  risk  ($7.6  billion  * [3.585%  + 5%]). 

Hi.  Tax  credits  - Initiative  Petitions  181-184  and  186-188  - Cost  of  eroding  tax  base  due  to  new 
energy  generation 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.81%. 6 Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  The  tax  credits  will  result  in  988.70  megawatts  of  new  electricity  production 
that  will  be  net  metered  or  otherwise  result  in  the  allocation  of  bill  credits  and,  as  a result, 
decrease  electric  revenues.  The  corresponding  annual  loss  to  local  governments  from  lost  sales 
tax  from  the  tax  credit  is  $6,467,662.  Assuming  a license  tax/franchise  rate  on  electric  utility 
service  of  5%,  which  may  be  more  or  less  depending  on  the  municipality,  if  any,  where 
electricity  is  sold,  the  additional  lost  local  revenue  from  the  loss  of  sales  subject  to  license  tax  is 
$9,020,449. 


6 http://taxfoundation.org/sites/taxfoundation.org/files/docs/LOST-2015.png. 
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The  overall  annual  loss  to  local  governments  due  to  the  tax  credits  is  $15.5  million.  The  total  loss 
to  local  government  revenues  during  the  tax  credit  period  is  $137.8  million. 

In  Conclusion 


The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  with  tax  credits  is  at 
least  $680  million  over  the  tax  credit  period,  with  at  least  $7.6  million  in  lost  revenues  in 
perpetuity.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  without  tax  credits 
is  substantial,  with  up  to  $32 1 . 1 million  at  risk.  The  total  tax  burden  on  local  governments 
imposed  by  the  petitions  with  tax  credits  is  at  least  $137.8  million  over  the  tax  credit  period,  with 
at  least  $15.5  million  in  lost  revenues  in  perpetuity.  The  total  tax  burden  on  local  government 
imposed  by  the  petitions  without  tax  credits  is  substantial,  with  up  to  $652.5  million  at  risk. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 

https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALL.A&freq=A&ctype=linechart&ltvpe=pin&rtype=s&pin=&rse=0&maptype=0 
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Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 
the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Renew  Mo  Solar  Tax  Credit  Fiscal  Analysis  - Petitions  181-184  and  186-188 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Solar  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Annual  Local  Tax 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

Burden 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

$1,264,336 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

$2,528,671 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

$3,793,007 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

$5,057,342 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

$6,321,678 

2022 

$47,500,000 

76.67 

480.23 

876,272 

$100 

$87,627,220 

4.225% 

$3,702,250 

$51,202,250 

3.585% 

$3,141,436 

5.000% 

$4,381,361 

$7,522,797 

2023 

$45,000,000 

72.64 

552.87 

1,008,818 

$100 

$100,881,758 

4.225% 

$4,262,254 

$49,262,254 

3.585% 

$3,616,611 

5.000% 

$5,044,088 

$8,660,699 

2024 

$42,500,000 

68.60 

621.47 

1,133,999 

$100 

$113,399,932 

4.225% 

$4,791,147 

$47,291,147 

3.585% 

$4,065,388 

5.000% 

$5,669,997 

$9,735,384 

2025 

$40,000,000 

64.57 

686.04 

1,251,817 

$100 

$125,181,743 

4.225% 

$5,288,929 

$45,288,929 

3.585% 

$4,487,765 

5.000% 

$6,259,087 

$10,746,853 

2026 

$37,500,000 

60.53 

746.57 

1,362,272 

$100 

$136,227,191 

4.225% 

$5,755,599 

$43,255,599 

3.585% 

$4,883,745 

5.000% 

$6,811,360 

$11,695,104 

2027 

$35,000,000 

56.50 

803.07 

1,465,363 

$100 

$146,536,276 

4.225% 

$6,191,158 

$41,191,158 

3.585% 

$5,253,325 

5.000% 

$7,326,814 

$12,580,139 

2028 

$32,500,000 

52.46 

855.53 

1,561,090 

$100 

$156,108,998 

4.225% 

$6,595,605 

$39,095,605 

3.585% 

$5,596,508 

5.000% 

$7,805,450 

$13,401,957 

2029 

$30,000,000 

48.43 

903.95 

1,649,454 

$100 

$164,945,356 

4.225% 

$6,968,941 

$36,968,941 

3.585% 

$5,913,291 

5.000% 

$8,247,268 

$14,160,559 

2030 

$27,500,000 

44.39 

948.35 

1,730,454 

$100 

$173,045,351 

4.225% 

$7,311,166 

$34,811,166 

3.585% 

$6,203,676 

5.000% 

$8,652,268 

$14,855,943 

2031 

$25,000,000 

40.36 

988.70 

1,804,090 

$100 

$180,408,983 

4.225% 

$7,622,280 

$32,622,280 

3.585% 

$6,467,662 

5.000% 

$9,020,449 

$15,488,111 

Total  State  Tax  Burden  $680,322,732 


Total  Local  Tax  Burden  (Sales  + Franchise) 


$137,812,581 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  govermnent  revenue  may  decrease  up  to  $612.5  million  during  the  tax  credit  period 
with  approximately  $200,000  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State:  of  Missouri 


Elections  Division 
(573)751-2301 


December  17,  2015 


The  I lonorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  17  (2016-180) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  Hied  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Stree  t • Jefferson  City  65101 

Administrative  rules  • business  services  • elections  • publications  • Securities  • state  Archives  • state  library  • wolener  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretaiy  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vcffffle  address  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF 

], , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900, 386.910  and  386.1000 
are  enacted  to  read  as  follows: 

3«6_X60  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of. the  state  to 
viiliip : , enei^y^pijce  stability  and  energy  independence.  In  furtherance  of  the  above 

policy,  sections  386.900  to  386.1 000  shall  be  known  and  cited  as  the  “Clean  Energy 
I n depe ndence  and  Investment  Act  of  2016”. 

386.890.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or)  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  live  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  tor  a public  utility 
or | the  governing  body  for  the  supplier! other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generatoi . If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  it  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recoveied  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electiical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
cither  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system; 


(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  {the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  lor  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s [Suppliers  shall  submit  [the  same]  an. animal,  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year. 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  Foi 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.  | The  governing  body  of  a supplier  [rural  electric  cooperative  or  municipal  utility | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 


1 1 1 .1  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 1 2.  | II.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 1 3.  | 1 2,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.J  J_5.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 1 7. 1 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  l.This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Meteri ng  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  com  mission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  1 las  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
su pplier  and  has  been  approved  by  said  retai I c I ectric  supplier; 

(e)  Is  i ntended  primarily  to  offset  part  or  all  of  t he_c ustomer-generator's  own  e I ectrica I ene r gy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  SafetvLCpde,4he Jnstjtuteof 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Fedcral_Eiicrgy  Regulatory 
Commission,  and  any  local  governing  authori t jcs;j|ncl 

(g)  Contains  a mechanism  that  automatically  disablesjhe  unjLand  intermpts  the  flqw_ol 
electricity  back  onto  the  supplier's  electricity  li lies  i n the  event  that  service  tojhe  customer^ 
generator  is  interrupted; 

(5)  "Department",  the  department  of  natural  resourcgs; 

(6f  “Micro  CUP",  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a singlej ntegrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  encrgy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  deli  vered  by  the  supplierto 
the  customer-generator  over  a single  billi ng  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical 1 energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  t i\c^c I e c t rjcaj 
energy  supplied  by  the  customer-generator  to  the  retail  electric  suppljerover the_applici\blc 
billing  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipa I utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3 . A retail  e lectric  su pp lier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility’s 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  a 1 1 applications  for  interconnection  al  ready  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  an nual ly  t he  availability  of  the  net  meteri ng  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator’s  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer  generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 

a nd  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiti ng,  such  customer-generator  shall  rei m b u rse  the  e lectri c su ppl ier  for  reasonably 
incn r re d equip ment  expe uses,  A t the  request  of  the  customer-generator , su c h costs  may  be 
initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  bi  1 1 ing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  Fora  customer-generator, a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  bv  employing  multiple 
meters  that  separately  measure  the  customer- generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shal  1 be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meetjill 
applicable  safety,  performance,  intercon nectio n.  a nd  relia bility  standards  established  by  a ny  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  bv  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  nnjesslhe 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers_whojtre  not 
customer-generators,  except  thal  a retail  electric  suppljetLintty  require  that  a custonier-generajoLS 
system  contain  a switch,  circuit  breaker,  lusc,  or  other  easily  accessible  device  or  I eature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allowjt 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  n n i t^TOm_t jic„ii t i I i ty^_e^fcc t ri c 
distri bution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meetsj_lie_standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  requiredjojnstalj_addjtio^^ 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchasejidditk^l 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  thi^iLb^sgctjon  aiHl 
subsection  4 of  this  section: 

(3)  For  customer-generator  systems  q{  greater  than  ten  kilowatts,  the  commission  lor  public 
utilities  and  the  governing  body  for  other  utilities  shal. L_b.v_ru.lei 

(a)  Set  forth  safety . performance,  and  reliabi Ij tv  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a require  merit,  to  install  jidditional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase_addition;iL!iability 
insurance. 

7 . (1)  Applications  by  a customer-generator  for  interconnection  of  a q u a Ij  f i e d elect  r i cc  n c rgy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 ol  this  section  to  the 


distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retai  1 electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  vvithi n sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
su bti i vision  ( I ) of  subsection  6 of  thi s section.  If  the  appl ication  for  intercon necti on  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  riling  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  'flic  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  sh  a 1 1 become  effective  only  if  it  com  p lies  with  and  is  subject  to  all  of  t he  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonsevcrable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017.  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  uti Ijly  shall  by  June  1 . 2017  adopt  pol icies  establishing  a 
sim pie  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shal I use  an  all-in-one  document  that  includes  a simple 

i nterconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

I I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  suppl ier's  accomplishmen t of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Misso uri  general  assent b 1 y. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
t he  provisions  of  sections  407,700  to  407.720.  The  attorney  general  shal  1 have  the  authority  to 
prom u Igate  in  accordance  with  the  provisions  of  chapter  536  rn les  regardi ng  mandatory 
disclosures  of  informa t ion  by  sellers  of  q ua lified  electric  gen e ration  uni ts.  Any  interested  person 
vv  I i o believes  th  at  t he  seller  of  any  electri  c gene  ration  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  tha t any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  torm  ot  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier  s rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  i n the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  ycars,  aiT(ljhall  b(^ccqvcrcd 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shal  1 permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  following  the  effective  date  ol  any  change  in  rates,  and  rates  shall  be_set  using 
energy  and  demand  bi  1 ling  units  that  re  fleet  the  estimated  reduction  of  energy  and  demand  likejy 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  tjie_comm^ 

evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs, 

1 ost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retajjjgtes 
c h arged  to  the  c ustome rs  of  electrical  corporations  by  an  average  ol  mom  than  one  percen t i 1 1 any 
year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of  net  metering  excejjfas 
provided  in  subsection  3 of  this  section. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplierjhat  all 
of  the  requirements  under  subdivision  ( 1)  ot  subsection  7 of  this  section  hay^e  been  mef^  f or  a 
consumer  who  violates  this  provision,  a supplier  may  immediatelyjmd  without  noticcjisconnect 
t he electric  lac  i 1 i ties  o f said  consumer  and  term  i nate  said  consumer'selectric  scry  ice. 

16.  flic  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  anv  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unjtof 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  anv  electric  generation  unit  who  knowingly, 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  airy  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a custotTor'S^P^rAfor; 

386.910.  l.This  section  shall  be  known  and  cited  as  the  “Connnuinty^tdnr^gL- 
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2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 . 2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a valuc-of-community-solar  rate.  For  mimoses 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one  thousand  kilowatts,  measured  in  alternating  current, 

t hat  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  and  such  faeili tv  is  located  within  the  Missouri  service  territory  of  the  electrica ! 
corporation  where  such  customers  have  one  or  more  e lectrieal  accounts.  For  the  purposes  of 
this  section,  an  electrical  corporation  is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900,  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  t he  commission  may  increase  the  aggregate  capacity  cap  above 
foil r pe rcent,  or  adj ust  the  percentage  cap  of  electrical  corporations  own i ng  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  i s owned  or  operated  by  an  entity  other  than  an  elect rical 
corporation,  the  energy  generated  by  such  community  solar  faci I i ty  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bi II  credits  as  provided  in  subsection  5 of  this  section. 

5 . Kil  owatt  hours  generated  from  com  mu  nity  solar  facilities  sha  11  _be  a I located,  on  a pro  rata 
basis,  to  the  designated  subscri bers  of  the  community  solar  faci  1 i ty  at  the  d irection  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bil I credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
including  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retai I 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
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total  bill.  Owners  and  operators  of  community  solar  faci lities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  i s an  electrical  corporation.  When  a community  solar  fac i 1 i tv  is  placed  in  service  i t 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  com  mi  ssion’s  rules  shal  1:  all  ow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process. 
including  a reservation  system , to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 of  this  section;  and  provide  options, 
which  may  incl tide  financial  incenti ves , to  encourage  low-income  partici pation. 

7.  Any  rule  or  po  rtion  of  a rule,  as  1 1 la  t term  is  defined  i n section  536.0 10,  that  is  created  jun  der 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  53 6 are  nonseverabl  e and  if  any  of  t he  powe  rs  vested  witl i the  genera  I assemb  I y 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  1 43,  exclusi  ve  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143,191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  tota  la  mount  of  clean  e nergv  tax  credits  ot  fered_  annually  sha  1 1 not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsectjoiLjLQObis^cjjpjL. 

2.  The  department  of  economic  development  shall  certily  when  the  tax  crerlits  proyided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  injdtemaljng 

c u rrent,  of  add itional  clean  energy  generation  resou rces  installed  usingtaxcreditsun der  this 
section  and  shal  I notify  the  governor,  the  general  assembly,  the  public,  and ^ eacjHaxpaxgJ- 
submits  an  application  for  a tax  credit  under  this  section  once  the  ongjhmjsand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorjzationjo 
issue  additional  clean  energy  tax  credits  shall  sunset, 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a c I ean  energy  resource  as  defined  in  section  386.900  or  other  technology  cl i g i ble_for  ne t 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subjeetto  taxation  of. income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cosLbasis  eligible  I or  the  tax  ciedjt 
shall  include,  but  not  be  limited  to,  expensesjtecessary  for  thejmjchictign  of  a clean_energy 
resource  project  that  is  tangible  personal  property,  or  ot her  tangible^property  if  such  propertyjs 
used  as  an  integral  part  of  the  clean  energy  resourecproject  installation,  and  shafl  lnclnde  costs 
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and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaie_proiects_and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternatingjmrrent Jj 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  th ree  dollars  per  watt . 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shajj 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Nu mber  1 as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  bv  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  forty- 
five  days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  i n 
alternating  current , per  project.  No  electrica I corporation  as  defined  un tier  section  386 .020  shal I 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shal  I credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  fu  nds  o r accounts  in  the  state  treasury  and  shal  I be  cred  i ted  to  and  placed  on  I y in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
ill  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed , and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
i n any  account  within  the  Clean  Energy  Fu nd  shall  be  added  to  such  account  and  shall  not  be 
cred ited  to  the  ge nera I revenue  fund. 

The  departmen  t of  econ  omic  developme  nt  sha  II  administer  the  fu  nd.  Any  unencumbered  monies 
in  the  fund  shal  I be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section . 

7 . To  obtain  ji  pproval  for  tax  credits  allowed  under  this  sect  ion , a taxpayer  shall  subm  it  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
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priori tized  for  review  and  approval,  i n the  order  of  the  date  on  which  the  appl ication  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a I ottery  process  to  determine  the  order  in  which  such  applicat ions  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  appl  ication  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
d isapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  t he 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  any 
refunds  of  the  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shall  be  retained  in  the  Clean  Energy  Fund  until  completion  of  the  project.  Atjeast  once 
per  quarter,  the  depa rtment  of  economic  d evelopment  shall  p ublish  a list  iden t dying  the  amount 
of  tax  credits  receiving  initial  approval  and  final  approval  for  each  fiscal  year  and  the  amount  of 
tax  credits  reserved  for  future  years,  if  applicable. 

8 . Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  i ncl tide: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  jnayjnchidcjt 
warranty  deed . closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest, 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  w hen  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in_the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  deyelgpment. may  reasonably 
req uire  t o review  the  project  for  approval. 

9.  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  application  is  removed 
from  the  review  process,  the  department  of  economic  development  shall  notify  the  taxpayer  jn 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove suclLappli^ 

shall  have  one  opportunity,  not  to  exceed  ten  days  of  ncUification  ql  mtent  to  disapprove^ to 
correct  any  deficiencies  in  the  initial  application  without  I osingitsy  priority  be  tore  becoming 
disapproved.  A disapproved  application,  which  is  removed  from  the  review  process,  may  be 
resubmitted,  but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  this  section. 
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10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  oF  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  tli is  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  tota  I amount  ava  i I able  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  arc  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  appl  icablc  safety,  performance,  interconnect  ion,  and  reliabi  I itv  standards  establ  i shed  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  w h i ch 
approvals  may  be  granted.  Any  taxpayer  whose  approva I shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  econom i c development  and,  upon  rece ipt  of  such  not i ce, 
may  submit  a new  application  for  the  project- 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  5 
within  cale ndar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  clai  m the  tax  credit  authorized  u nder  this  secti  on , a taxpayer  w i t h jn  i t i a I approval  shal  I 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shal  I i nclude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
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e x pe uses  incurred  for  purposes  of  determining  the  eligible  cost  basis  lor  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  t he  taxpayer  by  letter  a n d shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 


1 5 .  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  1 48 , 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  ot 
economic  development  in  w riting  within  thirty  calendar  days  fol I ow i ng  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall 
n ot  be  subject  to  recapture  pro v i s i oils.  For  financial  institutions,  cred its  authorized  pu rsua nt  to 
this  section  shall  be  deemed  to  be  economic  development  credits  for  purposes  of  section 
148.064. 


1 6 . Ex cept  as  expressly  provided  i n this  section . tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  ot  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 

I I of  this  section,  such  taxpayer  may  not  apply  to  the  department  lor  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initiaLapplication 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-180) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  has  responsibilities  associated  with  certifying  clean  energy  sources 
under  Missouri’s  Renewable  Energy  Standard  and  net  metering  statutes.  As  such,  DE 
assumes  it  would  be  involved  in  the  implementation  of  this  provision  by  monitoring  and 
participating  in  cases  that  allow  regulated  electric  utilities  to  install  and  recover  costs 
associated  with  electric  vehicle  recharging  stations  that  are  partially  powered  by  a clean 
energy  source  or  offset  with  renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 


Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 


anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees  as 
follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 


Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 


Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 


Information  Source 

Proposed  Legislation 


3.  Annual  Peaks 


Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 


4.  Current  City  Electric  Rates 


DOE  EIA  Database  (Table  6 for  2010) 


5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 
given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail 
electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 
confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
terms  applicable  to  the  respective  intent.  Further  since  Section  386.890.  RSMo,  is  only 


applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900,  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and 
Section  386.910,  RSMo,  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.900.14,  RSMo,  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14,  RSMo,  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14,  RSMo,  states  any  costs,  lost  revenues  or  lost  earnings  recovered 
under  this  section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of 
more  than  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A 
similar  cap  is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been 
over  seven  years  since  the  enactment  of  this  provision  and  parties  continue  to  argue  over 
its  meaning  before  the  commission. 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 
utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 
the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  commission- 
regulated  utility. 


Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $33  to  $67  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .8  to  $3.5  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($35,065,766)  to 
($70,131,532) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($33,643,986)  to 
($67,291,851) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

17 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($35,065,766) 

($70,131,532) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451 ,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$451 ,369 

$902,739 

13- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$56,421 

$112,842 

13- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$45,137 

$90,274 

subtotal  Other  State  Funds 

$0 

$1,421,780 

$2,839,681 

subtotal  all  state  funds 

$0 

($33,643,986) 

($67,291,851) 

13- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,751,314 

$3,502,627 

Grand  Total  State  and  Local 

$0 

($31,892,673) 

($63,789,224) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1 000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  201 7 is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%.16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 
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Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  201 8 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  1 0,  1 2,  1 3,  1 4,  1 6,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  1 0,  1 1 , 1 2,  1 3,  1 4,  1 7 and  1 8 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


G|G 


Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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Graves  Garrett  llc 

We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/ 1,000, 000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 
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Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  c.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


DEC  1 7 2015 


STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


December  1 7,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  16  (2016-179) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Rosier 

Sheri  I loffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  Rules  • business  servicls  • elections  • publications  • securities  • state  archives-  state  Library  • wolfnbr  i ibraky 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejectiortat  the  general 
election  to  be  held  on  the  8*"  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  thisjgjtition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and Countv  for  citv  of  St  Louis):  mv  registered  votfifi}  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  < 


b,  ana  eacn  tor  nimseit  or  nerseu  says:  ■ nave  personally  sigucu  uus  jguuun,  i - 

County  (or  city  of  St  Louis);  my^ist^red  vot^  addrg: 

i correctly  written  after  my  name.  (T) 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9‘ 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Subscribed  and  sworn  to  before  me  this day  of. 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900  and  386.1000 
are  enacted  to  read  as  follows: 

386,860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  »ri d the  environment,  a nd  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  i independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  20 1 6” . 

386.870.  An  electrical  corporation  shall  he  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierl other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  lFor  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator’s  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplier! other  utilities]  shall,  by  rule  or  equivalent 
formal  action]  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 


7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier’s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  [the  same|  an  annual.net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  Foi 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 


10. | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 


1 1 1 ,|  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


1 12. | 1 1 . The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 


1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.)  14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


1 16. | J_5.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

(17.|  16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  l.This  section  shall  be  known  and  may  be  cited  as  the  "En hanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


( ] ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  j urisdiction  over  any  municipal  utility  orelectrica I 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources: 

( c ) Hyd roeleetric  sources; 

( d ) Photovol taic  cells  and  panel s; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  bv  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  1 s powered  by  a clea n ene rgv  resource  or  m icro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the_customer: 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and _rejjabi! ity_st«L»darcls 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  lnstitute_of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Engjgy  Rcgulatoiy 
Commission,  and  any  local  governing  authorities;_and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  intgjruptsjjieflov^f 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer^ 
generator  is  i nterru pted; 

(5)  "Department",  the  department  of  natural  resources; 

(6)  “Micro  CH P”.  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  e I ectncityjind  thermal  energy  in  a single  integrated  system, with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternatmg_^ 
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UH7) 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a si ngle  bil ling  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  " Retai I electric  supplier"  or  "suppl ier".anv  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retai | electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governi ng  body  for  a municipal  utility  may  increase  the  total  rated  gcncrati ng  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retai  I 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  ca  1 end ar  year  eq u a Is  or  exceeds  two  percent  of  said  sup p | ier's  single-hoi i r pe a k 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  an  nua  lly  the  avai  I abi  I i tv  of  the  net  metering  program  to  each  of  its  c us  tome  rs  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer- generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determi nation  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  eq u i pine nt.  If  t he  commission  dete rm ines  the  customer-ge nerat o r i s t h e o_n I y 
customer  benefi ting,  sue h customer-generator  shall  reimburse  the  electri c supplier  for  reasonably 
incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be 
initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  i merest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  bi II ing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 
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( 1 )  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  mul t i pie 
meters  that  sepa ratelv  measu re  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
gene ra tor  d u ri ng  a bil li ng  period,  the  custo mer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  aga i n st  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicabl  e sa  fety,  performance,  intercon  nection.and  reliability  standards  established  by  any,  I oca ! 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety ^ode^e_liistitute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  w_ould_ajjow_a 
util i ty  worker  the  abi I ity  to  manually  and  instantly  disconnect  the  unit  from  the  uti ljty's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  s y ste.mjneet  s the  staiuLard  s 
and  ru  1 es  under  subdivision  ( I)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchagg_additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( 1)  of  thLsjjubsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  lorpublic 
utilities  and  the  governi ng  body  for  other  utilities  shall,  by_rule: 
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(a)  Set  Forth  safety,  performance,  and  re  liability  standards  and  req  uirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system . including  but  n ot  1 i mited  to  a w i ri n g d i agram  and  specificati ons  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  ofj  he  q ualified  ge  iteration  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  appl ication  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shal I be  responsible  for  fili ng  a new  application . Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  un its  w ithi n thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  req u i rements  of  this  section- 
al Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shal  I be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulatcd  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  i nformation  for  the  previous  calendar  year: 

( 1 ) The  total  n u mber  of  customer-generator  faci lilies; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 .2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  meteri ng.  For  systems  of  one  hundred  kilowatts  or  less , 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536,010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and , if  applicable,  section  536.028 . This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 

i nvalid  and  voi d . 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  rel at  i ng  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  bv  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  he  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimatejhe 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  d ue  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  val ue  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  electrical  corporations  bv  an  average  of  more  than  one  percent  in  any 
year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  of  net  metering  except  as 
provided  in  subsection  3 of  this  section. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallej phasc_and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) oi  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 
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1 6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  For  any  damages  to  property  or  person  caused  by  a delect  in  the  electric  generation  unit  o f 
a customer-generator. 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1,2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit. 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  exclusi  ve  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  1 43 .265 , in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annual ly  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of  this  section. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  i n the  installation  of  one  thousand  megawatts,  measured  in  alternati ng 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credi t under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additiona I clean  energy  tax  cred i ts  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  T he  costs  and  ex penses  included  in  the  cost  basis  eligible  for  the  tax  cred i t 
shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a clean  energy 

res ou rce  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  p ro perty  is 
used  as  an  i ntegral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  i n 386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
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electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  forty- 
f i ve  days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
Fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6 . The  “Clca  n Energy  Fund”  is  hereby  created  wit  hi  n the  state  treasury  which  shall  consist  of 
application  deposi ts,  appropriated  moneys,  gifts,  contrib u t i ons,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  coll ected  as  a result  of  the  application  de posits  req uired  under  th i s section . All  of  t h e 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  i n which  the  moneys  are  placed , and  such 
balances  shall  not  revert  to  the  general  revenue  fund . All  interest  which  accrues  upon  the  moneys 
in  any  acco  un  t within  the  Clean  Energy  Fund  shal  I be  ad  de  d to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  de  part  m e nt  of  economic  development  shall  administer  t he  f und.  Any  unencumbered  monies 
i n the  fund  shall  be  appropriated  and  used  excl usivelv  for  advancing  clean  energy  through  the 
effi  c ient  ad  mi  nistration  of  the  clean  energy  tax  credit  program  created  under  this  section,. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a tax  payer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applicatjon^eeejved  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  suchjrppjjcations  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposjt 
shal  1 be  refunded  at  completion  of  the  project  or  ijfthe  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Cl.eajiEnejgy_Fund  if  the 
application  is  withd rawn  by  the  taxpayer  or  the  project  i s not  co m pleted  within  the  time  s pecified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposiu  hovyever,  any 
refunds  of  the  deposit  for  an  application  shall  cause  such ..appljcationjoJose  its_spot  jn  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  iiHhe_pnoneyj]j^ie,dhejippli(^ition 
deposit  shall  be  retained  in  the  Clean  Energy  Fund  until  completion  of  the  protect.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 


12 


of  tax  credits  receiving  initial  approval  and  final  approval  for  each  fiscal  year  and  the  amoun  tof 
tax  cred i ts  reserved  for  future  years,  if  applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property . Such  evidence  may  i nclude  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  en ginecr , yy hen  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  a p pli cation  is  removed 
from  the  review  process,  the  department  of  economic  development  shall  notify  the  taxpayer  in 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application.  The  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notification  of  intent  to  disapprove,  to 
correct  any  deficiencies  in  the  i nitial  application  without  losing  its  priority  before  becomi ng 
disapproved.  A disapproved  application,  which  is  removed  from  the  review  process,  may  be 

res u bm itted,  but  sha 1 1 be  deemed  to  be  a new  submission  for  purposes  of  the  priority  proced u res 
described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-live  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  i n the  order  of  priority  established  under  subsection  7 of  this  section . 

11 . In  the  event  that  l he  department  of  economic  development  grants  approval  for  ta x cred i ts 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  wi t h a II  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  appl icati ons 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  eeon omic  development  shall  continue  to  review  applications  d u ri ng  the  fiscal  year 
and  any  additional  app rovals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 
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12.  All  taxpayers  with  applications  receivi ng  initial  approval  shall  complete  the  clean  energy 
resou rce  project  within  nine  months  of  the  date  of  issuance  of  the  letter  f rom  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
cert ification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  eerti fi  cation  f rom 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amo  unt  of  tax  credits  for  such  tax  payer  shall  be  rescinded  and  such  amount  of  tax  c red  its 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

1 4 . To  claim  the  tax  credit  authorized  under  til i s section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  ot  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 

cert i fication  report  or  opinion  I etter  from  a certified  pu blic  accountant  coni  i rm i ng  the  costs  and 
expenses  i ncurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  i nform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  thej^rtiticateTo 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
developmen  fish  a II  certify  to  the  de  parlment  of  revenue  the  amount  of  s uch  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer  s total  tax 
liabi lity  for  the  year  in  which  the  clean  energy  resource  i nstallation  is  placed  in  service,. the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three_pjec_eding  years 
and  ca rriecLf orwa rd  for  credit  against  the  taxes  j m posed  pursuant  to  cha pter  143  and  chapter.  1 48, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  untifithe  1 till  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sellorassign 
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the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall 
not  be  subject  to  recapture  provisions.  For  financial  institutions,  credits  authorized  pursuant  to 
this  section  shall  be  deemed  to  be  economic  development  credits  for  purposes  of  section 
148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
an  d ex  pc  n ses  incurred  by  a taxpayer  wo  u j d resu  It  i n th  c issua  nee  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer’s  approval  granted  under  subsections  10  or 
11  of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

1 7 . The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rul e or  portion  of  a rul e,  as  that  term  is  1 1 e fined  i n section  536.01 0,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
s iu bjecl  to  a II  of  the  provisions  of  chapter  536. 
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Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  has  responsibilities  associated  with  certifying  clean  energy  sources 
under  Missouri’s  Renewable  Energy  Standard  and  net  metering  statutes.  As  such,  DE 
assumes  it  would  be  involved  in  the  implementation  of  this  provision  by  monitoring  and 
participating  in  cases  that  allow  regulated  electric  utilities  to  install  and  recover  costs 
associated  with  electric  vehicle  recharging  stations  that  are  partially  powered  by  a clean 
energy  source  or  offset  with  renewable  energy  credits. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a 
year  or  more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  Renewable  Energy  Standard.  DE  assumes  this 
provision  would  result  in  additional  RES  certifications  that  would  need  to  be  performed. 


Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

The  Missouri  Renewable  Energy  Standard  (RES)  requires  investor-owned  utilities  in 
Missouri  to  either  produce  green  power  or  purchase  Renewable  Energy  Certificates 
(RECs)  for  compliance.  One  REC  represents  1 megawatt-hour  (MWh)  of  electricity 
generated  from  an  eligible  renewable  energy  resource.  The  in-state  renewable  energy 
generation  can  receive  a multiplier  of  1 .25  for  RES  compliance  purpose.  DE  has  statutory 
authority  to  certify  eligible  renewable  energy  resources  before  RECs  associated  with 
those  renewable  energy  resources  can  be  used  for  RES  compliance.  DE  does  not  charge 
any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 
renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 
from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 


capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 
anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 


projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 
• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 


The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 


Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 


Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Information  Source 

Proposed  Legislation 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 
given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Section  386.870,  RSMo,  allows  an  electrical  corporation  to  recover  its  costs  and  add  in 
its  rate  base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided 
the  energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870,  RSMo,  and  also  used  to  meet  the  utility's  renewable  portfolio 
standard  in  Section  393.1030,  RSMo. 

Section  386.870,  RSMo,  also  states  investments  made  pursuant  to  this  section  shall  not 
raise  the  retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half 
of  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap 
is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been  over  7 years 
since  the  enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the 
PSC. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail 
electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 


confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
terms  applicable  to  the  respective  intent.  Further  since  Section  386.890.  RSMo,  is  only 
applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900,  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017.  The  PSC 
respectfully  suggests  this  date  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.900.14,  RSMo,  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14,  RSMo,  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14,  RSMo,  states  any  costs,  lost  revenues  or  lost  earnings  recovered 
under  this  section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of 
more  than  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A 
similar  cap  is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been 
over  seven  years  since  the  enactment  of  this  provision  and  parties  continue  to  argue  over 
its  meaning  before  the  commission. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $33  to  $67  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .8  to  $3.5  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($35,065,766)  to 
($70,131,532) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($33,643,986)  to 
($67,291,851) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

17 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($35,065,766) 

($70,131,532) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451 ,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$451 ,369 

$902,739 

13- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$56,421 

$112,842 

13- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$45,137 

$90,274 

subtotal  Other  State  Funds 

$0 

$1,421,780 

$2,839,681 

subtotal  all  state  funds 

$0 

($33,643,986) 

($67,291,851) 

13- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,751,314 

$3,502,627 

Grand  Total  State  and  Local 

$0 

($31,892,673) 

($63,789,224) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1 000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  201 7 is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%.16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 


11 


the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 
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Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  201 8 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  1 0,  1 2,  1 3,  1 4,  1 6,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  1 0,  1 1 , 1 2,  1 3,  1 4,  1 7 and  1 8 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/ 1,000, 000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


I A1E  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  1 7,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  15  (2016-178) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


ec:  I Ion.  Chris  Kostcr 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street -Jefferson  City  65101 
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}G~I%  ri- 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 
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], , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

i am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

jA.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street;  City.  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  386.950  and  386.1000  are  enacted  to  read  as  follows: 


'N 


386.950.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
el  ectric  grid,  t he  environment,  and  the  economy  of  Missouri.  It  sha  II  be  the  po  I icy  of  t he  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of.thejaboyc 
pol icv.  section  386.1000  shall  be  known  and  cited  as  the  “Clean  Energy  I ndependence  and 
Investment  Act  of  2016”. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1.20 16.  any  taxpayer  incu rri ng  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
1 43, 19 1 to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of  this  section. 

2,  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30,  2022,  the  authorization  to 
issue  add itional  clean  energy  tax  cred its  shall  su nset. 

3,  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
sha|  I include,  b ut  not  be  limited  to,  expenses  necessary  for  the  production  of  a cl  can  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maxi  mu  m cost  basis , for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  _th  ree 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 

an  equiva I ent  amount  for  other  clean  energy  resource  projects  measured  i n alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4,  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386,890 
and  386,900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  bv  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
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sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  forty- 
five  days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
fiscal  year. 

5 . The  provisions  of  this  sect  ion  n otvv  i t h standing . a claim  a n t may  only  apply  for  and  receive  the 
c red i t authorized  by  this  sect i on  for  installations  up  to  two  hundred  k i lowatts.  measured  i n 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
a II  moneys  collected  as  a resu 1 1 of  the  application  deposit s required  under  this  section.  All  of  the 
moneys  collectedjinder  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subjecjjo 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues,  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  tojwch_account  and  shall  not  be 
c redited  to  the  genera  1 re v e i me  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energyjhrough  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section, jjjaxpayer  shalljjubmit  aii  i nitial 
application  for  tax  credits  to  the  depart ment  of  economic  d e v e 1 opment.  Each  application  shalj_be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the_ application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the same&ty 
shall  go  through  a lottery  process  to  determine  the  order  in  which  suchjipplications  shall  be 
reviewed.  Each  appl ication  shal j i nclude  a two  cent  per  watt,  measured  in  alternating  current , 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application, deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  depa rt ment  oteepnomic  development 
disapproves  the  project.  TheTtppiicifUQlLdeposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within,  the  timespecified 
under  this  section.  The  taxpayer  may  request  a refund  ot  the  application  deposit;  however,  any 

re t tin d s of  the  deposit  for  a n a p p lication  shall  cause  su eh  app I ication  to  lose  its  spot  i n.the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priori  tyqueue , the  appl  ication 
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deposit  shall  be  retained  in  the  Clean  Energy  Fund  unti  1 completion  of  the  project.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 
of  tax  credits  receiving  initial  approval  and  Final  approval  for  each  fiscal  year  and  the  amount  of 
tax  credits  reserved  for  future  years,  if  applicable. 


8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 

t lie  depa rt mcnt  of  economic  development  witlii n til i rly  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  in terest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable: 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 

9,  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  application  is  removed 
from  the  review  process,  the  department  of  economic  development  shall  notify  the  taxpayer  in 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application.  The  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notification  of  intent  to  disapprove,  to 
correct  any  deficiencies  in  the  initial  application  without  losing  its  priority  before  becoming 
disapproved.  A disapproved  application,  which  is  removed  from  the  review  process,  may  be 
resubmitted , but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  t hi s section. 


10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  with  in  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

11 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  i nitial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
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and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  add i t ional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  i ncurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  depart ment  of  economi c d evelopment  determi nes  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calenda  r yea  r 2016  a nd  otherwise  com  plied  with  subsections  I and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval , the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application . The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  retu ms  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 

c re d j t da i mant  is  entitled  pursuant  to  t h is  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  dean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liabi  1 ity  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
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except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryfcnvvjnd  i'ights  coiitaiiiccl  i n t hi s 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall 
not  be  subject  to  recapture  provisions.  For  financial  institutions,  credits  authorized  pursuant  to 
this  section  shall  be  deemed  to  be  economic  development  credits  forpun?oses^sectipn 
148.064. 

16.  Except  as  expressly  provided  i n this  section,  tax  credit  certificates  sha II  be  issued  in J lie  year 
in  which  the  clean  energy  resource  project  is  completed . In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subscctio_ns_IO_or 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  a n 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17,  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536,010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-178) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $830,441  for  fiscal  year  2018,  and  $838,552 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year,  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 
anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees  as 
follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 


Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 


number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 


Assumptions  and  Methods  Information  Source 

1 . A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 

achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 


given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  15  and  17 

Sec,  of  State  #178  and  179 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $33  to  $67  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .8  to  $3.5  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($35,065,766)  to 
($70,131,532) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($33,643,986)  to 
($67,291,851) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,751 ,314  to 
$3,502,627 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table 

# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table 

10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16- 

17 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($35,065,766) 

($70,131,532) 

8-13 

Table 

11 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$451 ,369 

$902,739 

Sales  tax 

16- 

18 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$451 ,369 

$902,739 

13- 

15 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16- 

18 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$56,421 

$112,842 

13- 

15 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16- 

18 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$45,137 

$90,274 

subtotal  Other  State  Funds 

$0 

$1,421,780 

$2,839,681 

subtotal  all  state  funds 

$0 

($33,643,986) 

($67,291,851) 

13- 

15 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16- 

18 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,751,314 

$3,502,627 

Grand  Total  State  and  Local 

$0 

($31,892,673) 

($63,789,224) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  2018  cap  will  be  established  using  2016  data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  17  of  the  proposed  section  386.1000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 


7 


Application  Deposit  revenue 

The  proposed  Section  386.1 000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  201 7 is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $1 22 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 
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Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  2013.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%.16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  201 7 thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  10  takes  that  information  and  shows  two  possible  alternatives  for  CY  2017. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 
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Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  201 8 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  1 0,  1 2,  1 3,  1 4,  1 6,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 


16 


Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  1 0,  1 1 , 1 2,  1 3,  1 4,  1 7 and  1 8 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/ 1,000, 000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  oe  State 
State  or  Missouri 


Elections  Division 
(573)751-2301 


December  17,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  14  (2016-177) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Roster 


Sheri  I loffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  main  Street  - Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City.  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.201 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  oj  Missouri: 

Section  A:  Section  386.890  is  repealed  and  sections  386.860, 386.870, 386.900,  386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefjtsjo  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  pi  the  state  to 
value  clean  energy,  energy  price  stability  a n d ene rgy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  t he  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  chanting  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  enemy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  1 investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year. 

[386.890.  1.  This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  electric  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(c)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(I)  Meets  all  applicable  safely,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
ot  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
alter  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of 
net  metering  systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  il  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  cither  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  lor  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  lor  customers  in  the  same  rate 
class; 
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(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  docs  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 
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(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall,  within  nine  months  of  January  1, 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28,  2007,  shall  be  invalid  and  void. 

10.  'flic  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine 
months  of  January  1, 2008,  adopt  policies  establishing  a simple  contract  to  be  used  lor 
interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  fhe  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 ot  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


4 


16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  ol 
a customer-generator. 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  ot  a customer-generator.] 

386.900.  1.  This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

Q ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  e lectrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(c)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

( f)  Other  sources  of  energy  that  beco me  available  after  .1  a nuary  1,  2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission" , the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts. 
measured  in  alternat i ng  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(dj  Is  interconnected jind  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electri cal  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliabil i tv  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities:  and 
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00  Contains  a nice hanism  that  automatically  disables  the  un i t and  interrupts  the  How  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  i nterrupted; 

(5)  ' ' Depart m ent".  the  department  of  natural  resources; 

(6)  “Micro  Cl  IP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
t he  customer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  rural  electric  cooperative  un 
chapter  394  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metcri ng  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of 
net  metering  systems  to  an  amount  above  seven  percent.  11  owever.  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  ol  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  ratg^ 
rate  structure,  and  monthly  charges  to  the  contract  or  tarilf  that  the  customer  would  he  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  vyould  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generatonjmd 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  il  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
thecustomer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
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distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiting.  such  customer-generator  shall  reimburse  the  electric  supjjicrjbr  reasonably 
incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be 
initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs_and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5 . Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shal I be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed , o r by  employing  mu  1 1 i p le 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a bi  11  ing  period,  the  customer-generator  shall  be  bi  1 led  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  bi  1 led  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  meteri ng 

re lationship  with  the  supplier. 

(5)  For  any  rural  electric  cooperative  under  ehapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (Q  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  suppl icr  shall  impose  any  ice,  charge,  or  other  requirement  not  specifieal ly 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
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utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 

distri button  system ; 


(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1 ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
I i ability  insu ranee  beyond  what  i s requ j red  under  subdivis i on  (1)  of  this  subsect i o n and 
subsection  4 of  this  section; 


(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  lor  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 


7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  bv  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  quali fled  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  lrom  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (JQ  of  subsection  6 of  this  section.  If  the  appl  ication  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  ol  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  encrgy_&encration  unit,  thenew 
customer-generator  shall  be  responsi ble  for  notifying  the  re t a il  electric  supp her. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  ol  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  esti mated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  esti mated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 201 7 promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
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will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.01 0.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  on ly  if  it  complies  with  and  is  subj ect  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  arc  nonscvcrable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  arc  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1, 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall  by  June  1, 2017 
adopt  policies  establishing-  a simple  contract  to  be  used  for  interconnection  and  net  metering.  For 
systems  of  one  hundred  kilowatts  or  less,  the  application  process  shall  use  an  a II - i n-one 
document  that  includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of 
terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  hv  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  suppl ier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
he  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a timely  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shal  1 be  included  in  the  supplier's  reven ue  requiremen t 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twelve- 
month  period  fo  1 lowing  the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation . When  considering  costs,  the  commissi  on  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs. 
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lost  revenues,  or  lost  earnings  arc  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  electrical  corporations  by  an  average  of  more  than  one  percent  in  any 
year.  Any  lim itation  on  cost  recovery  shall  not  limit  the  avai  1 ab ility  of  net  metering  except  as 
provided  in  subsection  3 of  this  section. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
oft  he  requirements  under  subdivis  i on  ( 1 ) of  subsection  7 o f this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 6.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

1 7.  The  seller,  instal  ler.  or  manufacturer  of  any  electric  generation  unit  who  knowi nglv 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  mav  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  el ectri c generation  un i t of  a customer-generator. 

386.910,  1 . This  section  shall  be  known  and  cited  as  the  “Comma nitv  Sol ar  Act.” 

2.  Within  t hi rty  days  of  enactment  of  this  section,  t he  commi ssion  shall  open  a docket  and  by 
August  1 , 2017,  the  commission  sh  all  ad  opt  rules  and  reg  ulati  ons  allowing  c u stomers  to 
participate  in  co m mun itv  solar  faci  1 it ies  a nd  set  a value-of-co m mu n i tv-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one  thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
sol  ar  energy  a nd  such  facility  is  located  w ithi  n the  Missouri  service  territory  o I the  electrical 
corporation  w here  such  customers  have  one  or  more  elect rical  accounts.  For  t he  purposes  of 
this  section,  an  electrical  corporation  is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  coninm n itv  solar  facilities  located  in  the  territoryof  each 
i ndivi du al  electrical  corporation  shal I not  be  greater  than  loti r percent  of  the  elec trical 
corporation's  single-hour  peak  load  during  the  preyiou^cjdendaiiyear,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shal  1 be  allowed  to  own  orjoperate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  op  he  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  indivjduals_that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities withjin 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  singlejTour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expensesjor 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a tour  percent  aggregate  cap  is  reached  lor  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  sha  1 1 be  ex  pan  ded,  and  the  co  m i n is  sion  may  i n crease  the  aggregate  ca  pa c i ty  ca  p above 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning^ininimitysoiar 
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facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  eretlilsjmder  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  im  electrical 
corporation , the  energy  generated  by  such  community  solar  facility  shal I be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provi ded  j n s ubsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  su bscribers  of  the  community  solar  facil itv  at  the  d irect ion  of  the 
com  m unity  solar  facility  owner  or  operator.  Allocated  bi  I j credits  shall  be  set  at  a co  mmunity 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bil I credits  per  kilowatt  hour  taki ng  into  consideration  costs  and  benefits  of  solar  energy 
including  bntjnof  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribut ion  system  va lue,  disaster  recovery  value,  reactive  power  value  an d other  grid 
benefit  val ue,  but  such  bi  1 1 credits  shall  not  be  less  than  the  electrical  corporation's  average  reta i I 
rate.  The  value  of  allocated  community  solar  bi  1 1 credits  shall  be  used  to  reduce  the  customer’s 
total  bi II . Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

6.  The  con i mission  shall  prom ulgate  rules  and  regulati ons  it  deems  necessa rv  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process. 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 of  this  section;  and  provide  options. 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  sec tion  536.010.  that  is  created  under 
t he  authori ty  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  c hapter  5 36  are  nonseverable  and  if  a ny  of  the  powers  vested  with  the  general  assembl y 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1, 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
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project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of  this  section. 

2 ■ The  de  part  men  t of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  i n alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
su bmits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900,  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dol I ars  per  watt  measured  i n direct  current  for  solar  photovoltaic  projects  and 

an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri'’  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retai I electric  suppliers,  as  deli ned  i n 386.890 
and  386.900,  per  fiscal  year.  The  determinat ion  of  t he  value  of  electricity  u sed  i n Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  .hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  currejit 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  thevalueof 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  forty= 
five  days  of  the  enactment  of  t his  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  appjy  for  and  receive. the 
credi t authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credi  tnnder  this  section 
or  be  permitted  to  claim , transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  eonsist_of 
application  deposits,  appropriated  moneys,  gifts,  contrihutions^graiits.  or  bequests. 
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The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  appl ication  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  t his  section  shal  I be  kept  separate  from  the  genera  1 revenue,  fund.  as_  we  1 1 
as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy JmdjXny^^ 
credited  to  and  placed  i n the  Clean  Energy  Fund  and  anv  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

X he  department  of  economic  development  shal  1 administer  the  fund.  Any  u nencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shal I submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval . in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current. 
application  deposit , which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 

d isapproves  the  project , The  application  deposit  shal  1 be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  w ithdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  anv 
refunds  of  the  deposit  for  an  application  shal  I cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shall  be  retai ned  i n the  Clean  Energy  Fu nd  until  completion  of  the  project.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 
of  tax  credits  receiv  ing  in  itial  approval  and  fin  a I approval  for  each  fiscal  year  and  the  amount  of 
tax  credits  reserved  for  fut u re  years,  if  a ppj i c a b I e . 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 

t he  department  of  econom ic  development  w ithin Ji\i rty  days  of  its  submission . In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed . closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 
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(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engi neer,  when  appl ieable: 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  t he  local  elect ri c utility  prov ider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 


Clean  Energy  Fund:  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  Pisa  pproved  applications  s h a 1 1 lose  priority  in  the  review  process.  If  an  applicat  ion  is  removed 
from  the  review  process,  the  department  of  economic  development  shall  notify  the  taxpayer  in 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application.  The  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notification  of  intent  to  disapprove,  to 
correct  any  deficiencies  in  the  initial  application  without  losing  its  priority  before  becoming 
disapproved.  A disapproved  application,  which  is  removed  from  the  review  process,  may  be 
resubmitted,  but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  this  section. 


10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  i n t he  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all. other 
approvals,  the  amount  available  u nder  th is  section  is  exhausted,  all  taxpayers  wi t h applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available^  lie 
department  of  economic  development  shall  conti line  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 


12.  All  taxpayers  with  applications  receiving  initial  approval  shall  completeihe.clean_ene.roy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify,  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  lii_stMtejd~  Elcctiical  and 
Electron  i cs  Engi  nee  rs , Unde  rw  ri  ters  Laboratories,  the  Federal  Energy  Regulatory  Com  mission, 
and  a ny Joca I governing  au thori t i es.  By  depositing  an  additional  t wo  cent  per  wattapp  1 i cation 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Cl  can  Energy  Fund_, 
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the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determinesjdiata 
taxpayer  lias  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount ; of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  prov idcd  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice , 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certifica t ion  report  or  opinion  letter  from  a ce rtified  public  acco untant  confi rm ing  the  costs  a n d 
expenses  incurred  for  purposes  of  determining  the  eligi ble  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gi ves  final  approval , the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
1 lability  for  the  year  in  w hi ch  the  clean  energy  resource  instal I ation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  cred its  with  assignee  retai ning  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  wri t i ng  within  thi rty  calendar  d ays  following  the  cffecti ve  date  of  1 1 ie 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
developi i i cut  to  administer  and  carry  out Jj ie  provisions  of  this  section.  The  state  tax  credit  shall 
not  be  su biect  to  recapt ure  provisions.  For  financial  institutions,  credits  au thorized  pursuan tto 
this  section  shall  be  deemed  to  be  economic  development  credits  for  purposes  of  section 
148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
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and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  tinder  subsections  10  or 
1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 


17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section . Any  rule  or  port i on  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  i s created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-177) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  has  responsibilities  associated  with  certifying  clean  energy  sources 
under  Missouri’s  Renewable  Energy  Standard  and  net  metering  statutes.  As  such,  DE 
assumes  it  would  be  involved  in  the  implementation  of  this  provision  by  monitoring  and 
participating  in  cases  that  allow  regulated  electric  utilities  to  install  and  recover  costs 
associated  with  electric  vehicle  recharging  stations  that  are  partially  powered  by  a clean 
energy  source  or  offset  with  renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 


Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a 
year  or  more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  Renewable  Energy  Standard  (RES).  DE  assumes 
this  provision  would  result  in  additional  RES  certifications  that  would  need  to  be 
performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 


386.910-Community  Solar  Act 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  (MWh)  of  electricity  generated  from  an  eligible  renewable  energy 
resource.  The  in-state  renewable  energy  generation  can  receive  a multiplier  of  1.25  for 
RES  compliance  purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy 
resources  before  RECs  associated  with  those  renewable  energy  resources  can  be  used  for 
RES  compliance.  DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 
renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 
from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 
capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 


anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 
4,528  hours  for  commercial  applications 
24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 


Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 


Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 


if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 


Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 


Assumptions  and  Methods  Information  Source 

1.  A combined  federal  and  state  tax  credit  of  60%  of  Proposed  Legislation 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 


2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab’s  PV 
1350  kWHr  per  year  Calculator 


3.  Annual  Peaks 


Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 

DOE  EIA  Database  (Table  6 for  2010) 


4.  Current  City  Electric  Rates 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 
Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 


Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 
given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Section  386.870,  RSMo,  allows  an  electrical  corporation  to  recover  its  costs  and  add  in 
its  rate  base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided 
the  energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870,  RSMo,  and  also  used  to  meet  the  utility's  renewable  portfolio 
standard  in  Section  393.1030,  RSMo. 

Section  386.870,  RSMo,  also  states  investments  made  pursuant  to  this  section  shall  not 
raise  the  retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half 


of  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap 
is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been  over  7 years 
since  the  enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the 
PSC. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900,  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and 
Section  386.910,  RSMo,  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.900.14,  RSMo,  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14,  RSMo,  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14,  RSMo,  states  any  costs,  lost  revenues  or  lost  earnings  recovered 
under  this  section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of 
more  than  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A 
similar  cap  is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been 
over  seven  years  since  the  enactment  of  this  provision  and  parties  continue  to  argue  over 
its  meaning  before  the  commission. 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 
utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 


the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  commission- 
regulated  utility. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  13 

Sec,  of  State  # 176 


Proposed  Statement  of  Fiscal  Impact 
for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  13 

Sec,  of  State  # 176 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $19  to  $58  million  depending  upon 
the  speed  of  up  to  $21 6 million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .6  to  $4.9  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($20,863,247)  to 
($63,145,184) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($19,335,679)  to 
($58,556,902) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,635,730  to 
$4,901 ,480 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,635,730  to 
$4,901 ,480 

1 


SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table  # 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-11 

Table  9 

Tax  credit 

$0 

($25,000,000) 

($75,541,003) 

Income 

12- 

14 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$2,803,571 

$8,471,384 

Various 

14-16 

Table 

17 

Taxes  from  community  solar 
construction 

$0 

$1,333,181 

$3,924,435 

Various 

subtotal  General  Revenue 
Fund 

$0 

($20,863,247) 

($63,145,184) 

5-11 

Table 

11 

Clean  Energy  Fund 

$0 

$550,442 

$1,659,596 

Application 

deposit 

12- 

14 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$285,714 

$863,326 

Sales  tax 

14-16 

Table 

17 

Prop  C sales  tax  - community 
solar 

$0 

$135,866 

$399,942 

Sales  tax 

subtotal  Prop  C 

$0 

$421,580 

$1,263,268 

12- 

14 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$35,714 

$107,916 

Sales  tax 

14-16 

Table 

17 

Conservation  sales  tax  - 
community  solar 

$0 

$16,983 

$49,993 

Sales  tax 

subtotal  Conservation 

$0 

$52,697 

$157,909 

12- 

14 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$28,571 

$86,333 

Sales  tax 

14-16 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$13,587 

$39,994 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$42,158 

$126,327 

subtotal  Other  State  Funds 

$0 

$1,527,568 

$4,588,282 

subtotal  all  state  funds 

$0 

($19,335,679) 

($58,556,902) 

12- 

14 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,108,571 

$3,349,704 

Sales  tax 

14-16 

Table 

17 

Local  Sales  Tax  - community 
solar 

$0 

$527,159 

$1,551,777 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,635,730 

$4,901,480 

Grand  Total  State  and  Local 

$0 

($17,699,949) 

($53,655,422) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits 
shall  be  $50  million  at  the  beginning  of  the  program.  The  proposal  also  provides  that  the  tax  credit  cap 
shall  be  increased  or  decreased  each  year  by  the  percentage  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency. 

Table  2 shows  the  CPI  values  reported  for  December  from  2000  to  2014.  The  annual  average  growth 
over  the  period  was  2.16%.  Recent  CPI  increases  have  been  lower  than  the  early  part  of  the  series  due 
to  the  most  recent  recession  and  concerted  action  by  the  Federal  Reserve  to  keep  interest  rates  low.  The 
Federal  Reserve  is  expected  to  raise  interest  rates  in  the  near  future.  This  is  likely  to  raise  CPI  inflation. 
To  ensure  a better  prediction  of  future  anticipated  CPI  the  longer  time  period  is  used  to  determine  the 
average  annual  increase. 


Table  2 

Consumer  Price  Index  (CPI-U)  History 
December  Reported 


Year 

CPI  value 

Increase 

% 

increase 

2000 

174.000 

2001 

176.700 

2.700 

1 .6% 

2002 

180.900 

4.200 

2.4% 

2003 

184.300 

3.400 

1 .9% 

2004 

190.300 

6.000 

3.3% 

2005 

196.800 

6.500 

3.4% 

2006 

201.800 

5.000 

2.5% 

2007 

210.036 

8.236 

4.1% 

2008 

210.228 

0.192 

0.1% 

2009 

215.949 

5.721 

2.7% 

2010 

219.179 

3.230 

1 .5% 

2011 

225.672 

6.493 

3.0% 

2012 

229.601 

3.929 

1 .7% 

2013 

233.049 

3.448 

1 .5% 

2014 

234.812 

1.763 

0.8% 

Avg.  annual  increase 

2.16% 

Table  3 uses  the  average  annual  growth  rate  for  2000  to  2014  to  project  the  tax  credit  cap  into  the  future. 
The  election  date  of  November  201 6 on  the  proposal  is  in  the  State's  FY  201 7.  Therefore,  FY  201 7 is  the 
base  year  for  the  $50  million  clean  energy  tax  credit  cap.  The  clean  energy  tax  credits  cap  is  estimated 
at  $50  million  for  FY  201 7,  $51 .1  million  for  FY  201 8 and  $52.2  million  for  FY  201 9. 


Table  3 

Clean  Energy  Tax  Credit  Estimate  of  Cap 


Fiscal  Year 

Clean  Energy  Tax  Credit  Cap 

FY  2017 

$50,000,000 

FY  2018 

$51,082,005 

FY  2019 

$52,187,425 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  201 6 taxes  would  be  due  on  April  15,  201 7 which  is  in  FY  201 7. 
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The  provisions  of  the  act  will  go  into  effect  in  December  2016.  Paragraph  1 1 of  the  proposed  section 
386.1000  states  that  any  taxpayer  verified  by  the  Department  of  Economic  Development  to  have 
commenced  a clean  energy  resource  project  in  calendar  year  201 6 and  otherwise  complied  with  the 
provisions  shall  be  deemed  eligible  for  the  tax  credit.  This  allows  for  the  Department  of  Economic 
Development  to  include  projects  in  201 6 before  its  processes  are  in  place.  Paragraph  1 5 of  the  proposed 
section  386.1 000  provides  that  the  Department  of  Economic  Development  shall  issue  rules  necessary  to 
administer  the  act.  In  addition,  paragraph  8 gives  the  Department  of  Economic  Development  45  days  to 
notify  an  applicant  of  approval  after  the  application  is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  FY  201 7 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  project  with  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through 
amended  returns  or  through  CY  2017  taxes  paid  in  FY  2018. 

Paragraph  2 of  the  proposed  section  386.1000  provides  for  the  carryover  of  any  unused  clean  energy  tax 
credit  authority  until  it  is  used.  If  the  Department  of  Economic  Development  is  slow  to  issue  clean  energy 
tax  credits  in  FY  2017  at  the  beginning  of  the  program  then  the  unused  authority  of  the  cap  carries  over  to 
FY  2018.  Table  4 shows  what  the  FY  2018  clean  energy  tax  credit  cap  would  be  if  all  of  the  FY  2017  tax 
credit  authority  provided  carries  over  - $1 01 .1  million.  This  does  not  mean  that  the  State's  general 
revenue  fund  collections  would  be  affected  by  $1 01 .1  million.  Clean  energy  construction  of  $288.8  million 
would  be  necessary  to  qualify  for  the  entire  $101.1  million  in  tax  credits. 


Table  4 

FY  2018  Tax  Credit  Cap  with  FY  2017 
Possible  Carryover 


Fiscal  Year 

FY  201 8 

Original  cap 

$51,082,005 

Carry  over  from  previous  year 

$50,000,000 

Total 

$101,082,005 

Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  5).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 


• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 
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All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  2 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.1  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.2  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.3  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.4 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  CY 
201 6 solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November 
2016.  Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first 
affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State 
Auditor's  Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
2 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.5  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  5 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  5 shows  that  there  would  be  a $122 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  5 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.6  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  201 5 residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 
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Table  6 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  6 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  6 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  7 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  2015  Q1  price  is  $2.488/watt. 


Table  7 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  8 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  8 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 
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Table  8 

Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• estimates  of  $50  million  in  FY  201 7 and  $51 .1  million  in  FY  201 8 clean  energy  tax  credits  in 
accordance  with  paragraph  2 of  the  proposed  section  386.1 000.  The  FY  201 8 clean  energy  tax 
credit  limit  may  be  higher  depending  on  any  unused  authority  that  is  carried  over  from  FY  201 7. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $18,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.7 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3. 8 

• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.9 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.10 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.11 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.12 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 
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In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.13  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 14  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

Table  9 shows  two  possible  alternatives  estimating  the  effect  on  FY  2018. 

• Construction  leading  to  use  of  half  the  available  FY  2017  tax  credits  ($25  million)  - These  tax 
credits  would  cover  any  CY  201 6 clean  energy  construction  allowed  under  paragraph  1 1 of  the 
proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax  credits  that 
the  Department  of  Economic  Development  could  process  by  the  end  of  CY  2017  in  order  to  affect 
FY  201 8 state  tax  collections.  It  is  assumed  that  the  Department  of  Economic  Development 
would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  2017  after  its  processes  are  in 
place.  Table  1 0 shows  that  total  of  $71 .4  million  in  construction  would  be  required  to  generate 
$25  million  in  tax  credits.  Residential  construction  of  $28.6  million  (assuming  40%  of 
construction)  would  result  in  $1 0.0  million  in  tax  credits.  Commercial  construction  of  $42.9  million 
(assuming  60%  share  of  construction)  would  result  in  $1 5.0  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  FY  201 7 tax  credits  and  half  of  the  FY  201 8 tax 
credits  ($75.5  million)  - These  tax  credits  would  cover  any  CY  2016  clean  energy  construction 
allowed  under  paragraph  1 1 of  the  proposal  and  any  CY  201 7 clean  energy  construction  that 
qualifies  for  FY  2017  tax  credits  that  the  Department  of  Economic  Development  could  process  by 
the  end  of  CY  201 7 in  order  to  affect  FY  201 8 state  tax  collections.  It  is  assumed  that  even  the 
Department  of  Economic  Development  would  most  likely  issue  such  tax  credits  during  the  last 
half  of  CY  2017  after  its  processes  are  in  place  that  the  department  would  be  able  to  authorize  all 
of  the  FY  201 7 credits  and  half  the  FY  201 8 credits.  Table  10  shows  that  a total  of  $215.8 
million  in  construction  would  be  required  to  generate  $75.5  million  in  tax  credits. 
Residential  construction  of  $86.3  million  (assuming  40%  of  construction)  would  result  in  $30.2 
million  in  tax  credits.  Commercial  construction  of  $1 29.5  million  (assuming  60%  share  of 
construction)  would  result  in  $45.3  million  in  tax  credits. 


Table  9 

FY  2018  Tax  Credit  Effect  - Possible  Range 


Fiscal  Year 

Low  ranae 

Hiaher  ranae 

FY  201 7 credits 

$25,000,000 

$50,000,000 

FY  201 8 credits 

$0 

$25,541,003 

Total 

$25,000,000 

$75,541,003 
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Table  10 

Number  of  Projects  - Low  Range  v Higher  Range 


Low  Range 

Higher  Range 

Tax  credits  estimate 

$25,000,000 

$75,541 ,003 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$71,428,571 

$215,831,436 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$10,000,000 

$30,216,401 

Commercial 

$15,000,000 

$45,324,602 

Total  amount  by  type 

$25,000,000 

$75,541 ,003 

Construction  value  bv  tvoe  of  construction 

Residential 

$28,571,428 

$86,332,574 

Commercial 

$42,857,143 

$129,498,862 

Total  amount  by  type 

$71,428,571 

$215,831,436 

Cost  of  solar  projects  per  proiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  Table  10  shows  a total  of  1 ,651  projects  would  be 
constructed  at  the  low  range  of  the  tax  credits  (1 ,561  residential,  90  commercial).  A total  of  4,989 
projects  would  be  constructed  at  the  higher  range  of  the  tax  credits  (4,718  residential,  271  commercial). 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.15 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.16  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.17 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 18 

• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.19 
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• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."20 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.6 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Lower  Range 

Higher  Range 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$190,442 

$575,596 

Commercial 

$360,000 

$1,084,000 

Total  amount  by  type 

$550,442 

$1,659,596 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  27.5  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  2.8%  of 
the  1 ,000  MW  goal.  A total  of  83.0  MW  would  be  added  in  solar  capacity  as  a result  of  projects 
equivalent  to  all  the  available  tax  credits  which  would  be  8.3%  of  the  1 ,000  MW  goal. 
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Table  12 

Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

1,561.0 

4,718.0 

Commercial 

90.0 

271.0 

Total  amount  by  type 

1,651.0 

4,989.0 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

9,522.1 

28,779.8 

Commercial  (200  kW/project) 

18,000.0 

54,200.0 

Total  amount  by  type 

27,522.1 

82,979.8 

MW  aenerated  bv  construction 

Residential 

9.5 

28.8 

Commercial 

18.0 

54.2 

Total  amount  by  type 

27.5 

83.0 

% of  1 ,000  MW  goal  achieved 

2.8% 

8.3% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  1 0%.  It  is  assumed  that  1 5%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  components 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $2.8  million  to  $8.5  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.4  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .1  million  to  $3.3  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Low  Range 

Higher  Range 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$71,428,571 

$215,831,436 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$25,000,000 

$75,541,003 

Materials  and  local  materials 

$28,571,428 

$86,332,574 

Profit 

$7,142,857 

$21,583,144 

subtotal  by  taxable  type 

$60,714,285 

$183,456,721 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,500,000 

$4,532,460 

Materials  and  local  materials  - Sales/Use  Tax 

$857,143 

$2,589,977 

Profit  - General  Revenue  Corporate  Tax 

$446,429 

$1 ,348,947 

subtotal  GR 

$2,803,571 

$8,471,384 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$285,714 

$863,326 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$35,714 

$107,916 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$28,571 

$86,333 

subtotal  State  Taxes 

$3,153,571 

$9,528,958 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,108,571 

$3,349,704 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$4,262,143 

$12,878,662 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  1 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.22 

Community  Solar  Act  - Applies  to  Versions  10,  12,  13,  14,  16,  and  1 8 

The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 

Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 

Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  15  shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 

The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1 000.  In  Table  1 2 above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 2.8%  low  range  and  8.3%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  14.1  MW  of  added  community  solar  capacity  would  be  created  which  would  require  71  projects  of 
200  kW.  At  the  higher  range  41 .9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  209  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $34.0  million  in 
construction  spending.  The  higher  range  results  in  $100  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

2.8% 

8.3% 

Added  capacity  - MW 

14.13 

41.88 

Added  capacity  - kW 

14,126.56 

41,875.16 

# projects  at  commercial  200  kW  per  project 

71 

209 

Construction  cost  - commercial  project  per  200  Kw  project 

$478,400 

$478,400 

Construction  value 

$33,966,400 

$99,985,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $1 .3  million  to  $3.9  million  in  FY  201 8.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.5  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$33,966,400 

$99,985,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$11,888,240 

$34,994,960 

Materials  and  local  materials 

$13,586,560 

$39,994,240 

Profit 

$3,396,640 

$9,998,560 

subtotal  by  taxable  type 

$28,871 ,440 

$84,987,760 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$713,294 

$2,099,698 

Materials  and  local  materials  - Sales/Use  Tax 

$407,597 

$1,199,827 

Profit  - General  Revenue  Corporate  Tax 

$212,290 

$624,910 

subtotal  GR 

$1,333,181 

$3,924,435 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$135,866 

$399,942 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$16,983 

$49,993 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$13,587 

$39,994 

subtotal  State  Taxes 

$1,499,617 

$4,414,364 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$527,159 

$1,551,777 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$2,026,775 

$5,966,141 
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Net  metering  bills  - Applies  to  Versions  1 0,  1 1 , 1 2,  1 3,  1 4,  1 7 and  1 8 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  14  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  14 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state. 
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Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  informed  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 

1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single-hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/ 1,000, 000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Bank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a -40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-bank-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


Jambs  C.  Kirkpatrick 
State  Information  Cen  ter 
(573)751-4936 


December  17,  2015 


Jason  Kander 

Secretary  of  State 
Sta  te  of  Missouri 


DEC  1 7 2015 

TATE  AUDITORS  OFFICE 

Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  3 86,  version  13  (2016-176) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

rO 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vtmhe  address  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 


1, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONOR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

~ ~ Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860. 386.870,  386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
val  lie  clean  energy,  energy  price  stabi  lity_  and  energy  independence.  I n furtherance  of  the  above 
pol icy,  sections  386.900  to  386. 1 000  slial I be  k nown  and  cited  as  the  “Clean  Energy 
I ndepcndence  and  Investment  Act  of  20 1 6” . 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  [municipal  electric  utility,!  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 


1 


[(sr-Oio 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  | municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or  | the  governing  body  for  the  supplierlother  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  metei  testing. 


2 


maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body|: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (I)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s|Suppliers  shall  submit  |the  same]  an  annual.net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 ,2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028. 1 his  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  (rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  often  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

| II  .|  10.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | 1 LThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.  | 1 2.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | 13,  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 1 5.  | 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provisions  supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | .15,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386,900,  I .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act”.  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corpora tion  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c ) Hyd roelectric  sources; 

( d ) PI  i o to  voltai  c cel  Is  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
th is  subdi vis] on;  or 

(0  Other  sources  of  energy  that  become  available  after  January  1 . 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  enei^y_genenttion 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CI  IP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  live  hundred  kilowatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased . or  otherwise  controlled  by  the  customer^ 
generator; 

(d)  ^interconnected  and  operates  in  parallel  phase  and  synchron izati on  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  cnst_omer^eneraU^ 
requirements; 

(f)  Meets  a I la  p p I icable  safety,  performance,  interconnect!  on,  and  rej  iabil_ity.standard  s 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Elect  rical  and  Electronics  Engineers,  UndervvritersH^aboratories,  the  Federal  Ettergy  Pegu  I ator  y 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unjLMdJnter^  flow  ol 
electricity  back  onto  the  supplier's  electricity  lines  in  the_eyent  thaLsj^yjcejCLtJt^ 
generator  is  interrupted; 

(5)  " Department",  the  department  of  natural  resources; 

((,)  “Micro  Cl  IF’,  combined  heat  and  power  or  cogeneration  system^that^^^ 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in_altegiating^ujTent) 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by_a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  suppl ier  to 
the  customer-generator  over  a single  bi lling  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  t he  tit i I ity's 

si ngle-hou r peak  load  during  the  previous  year,  after  which  the  commission  for  a pu blic  util i ty  or 
the  governing  body  fora  municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supp I ier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  si ngle- hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  t he  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  st r ucture.  and  monthly  charges  to  t he  con t ract  or  tariff  t hat  the  custo mer  would  be  assig n e d 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
othe rwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  etpiipped  with  sufficient  metering  equipment  that  can 
measu re  the  net  amount  of  elect rical  energy  produced  or  consumed  by  the  customer-gen erator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  c ustomer-generator's  facility,  the  retai I electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably 
incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be 

i nitially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 


7 


1 (jH  9to 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed , or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  thjs_sub^ctiojT^iajl 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent .March . biMingjjenod 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 

re  I at  i on  s h i p w it  h the  suppl  ier ; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  ejectnc 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6,  ( l ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meetall 
appl icable  safely , performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the.lnstitute 
of  Electrica I and  Electron ics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  anv  fee,  charge,  or  other  requirement  not  specifically; 
authori  zed  hy  dii^ctinn  or  the  rules  promulgated  under  subsection  9of  this  section  unlessthe 
fee , charge,  or  other  requirement  would  apply  to  similarly  situated  ciisUjntersjylio  are^not 
customer-generators,  except  that  a retail  electric  supplier  may_requ ire  that  aenstomer- generators 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  deyjceor  feature  located 
in  i mmediate  p rox  i mity  to  the  customer-generator's  metering  equipment  that  won  Id  a I low, a 
utility  worker  theahility  to  manually  and  instantly  disconnect  the  unit  from  the  utility  s electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer- generatorwhose^ystem  meets  the  standards 
and  rules  under  subdivision  m of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pav  for  additional  tests  or  distribution  ec]uipmentt  oiipurchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( 1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  Fo  r cust o i lie  r-gen  erator  systems  of  greater  than  ten  kilowatts,  t he  cor  Tim  jssion  I oi  public 
utilities  a n d the  governi ng  body  for  other  utilities  sha|  1 , by  ru I e : 


8 


1 GH  1(o 

(a)  Set  forth  safety,  performance.  and  reliability  standards  and  requirements; .and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  adclitional  tests  or  distribution  equipment,  or  purchase  additional  jia_biljty 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeti ng  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  elgctrical 
generating  system,  including  but  not  1 imited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed,  and  responded  to  by  the  retail  electric  supplier  with i n 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system vthe^Aistgme|^neMor will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1 ) of  subsection  6 of  this  section.  If  the  appl ication  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  suppl ier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonrcgulated  suppliers  shall  submi t the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  faci I ities; 

(2)  The  total  esti mated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 . 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  util  ities,  which  shal  I i ncl  tide  regulations  ensuring  that  simple  contracts 
wil  1 be  used  for  interconnection  an d net  meteri ng.  For  systems  of  one  hundred  kilowatts  or  less. 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407 .700  to  407 .720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  quali ft ed  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  incl ud i ng  lost  revenues  and  lost  earnings  opportunities  associated  with  red uced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a ti mely  manner  in  that  utility's  rate  structure  in  the  lorm  ol  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twejygr 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  besetusing 
energy  and  demand  billing  units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  I o the  extent  any  costs. 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  electrical  corporations  by  an  average  of  more  than  one  percent  in  any 
year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  ol  net  metering  except  as 
provided  in  subsection  3 of  this  section. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met,  l or  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1 . This  section  shall  be  known  and  cited  as  the  “Com mu m tv  Solar  Act 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  bv 
August  1 . 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “communi  tv  solar  facility”  is  a photovoltaic  electric  gene  rati  on  facil  ity  with  a 
capacity  of  between  one  hundred  and  one  thousand  kilowatts,  measured  in  alternating  current. 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  and  such  facility  is  located  within  the  Missouri  service  territory  of  the  electrical 
corporation  where  such  customers  have  one  or  more  electrical  accounts.  For  the  purposes  of 
this  section,  an  electrical  corporation  is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  faci  1 ities  located  i n t lie  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  arc  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  such  community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 
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5.  Kj lowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction _of_the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
i nd  udi  ng  but  not  I i mi  ted  to  energy  value,  generation  val  ue,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
total  bi II . Owners  and  operators  of  communi tv  solar  faci I i t ies  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-comm u n i ty-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall : allow1  electrical  corporations  to  recover 
costs;  provi de  earn ing  opportunities  for  electrical  corporation s;j) ro v i de  an  orde rly  process, 

i nclud ing  a reservat ion  system,  to  allow  potential  commun ity  solar  facility  ow ners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 of  this  section;_and . proNudeoptionSj 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

7.  A ny  rule  or  portion  of  a rule,  as  that  term  is  defi  ned  in  sect  ion  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  onlyJQL^IipliggJldtilftnd  js 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  arg 
subsequently  held  unconstitutional,  then  the  grant  of  ruleinaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

WvlOOO.  I . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  anyjaxpay^ncurrij)g_costs 
and  expenses  for  the  installation  of  a clean  energy  resourcc  project  shalj_receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  1 43 , exclusive  of  the  provisions  relating  to  the  w i t h holding  of  tax  as  provided. in  sections 
143,191  to  1 43 .265 , in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses_of  the 
project.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy 
from  a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  tor  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity_snbject  tojaxatimoLmconie 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shal I i nclude , but  not  be  limited  to,  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  propertv^(ML»ther  tangible_propertyJf  such_[)rqpcrty  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include_costs 
and  expenses  allowable  with  respect  to  depreciation  or  amojtj/.aiionln  lieu  of  depreciation.  The 
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maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating. cu rrent_.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

2 .The  department  of  economic  development  shall  certify  w hen  the  tax  credits  provided  in  thi  s 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
1 1 as  bee n reac hed.  After  such  certification . but  no  later  t han  J une  30.  2022.  the  authorization  t o 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annually  shall 
not  exceed  fifty  million  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amount  of  the 
cl ea n energy  resources  tax  credits  availabl e an nua 1 1 v as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  I ndex,  or  successor  index  as  published  by  the  IJ ,S, 
Depa rtment  of  Labor , or  its  successor  agency.  I f the  amount  of  the  clean  energy  tax  cred its 
offered  in  any  fiscal  year,  other  than  2017.  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  cap  for  the  following  fiscal  year  shall  be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used.  The 
provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the  credit 
authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating 

c urrent , per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean 
energy  resource  project  that  receives  a state  tax  credit  under  this  section  or  be  permitted  to  claim, 
transfer,  or  assign  any  tax  credit  under  this  section . 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  t he  state  treasu ry  and  shall  be  credited  to  and  placed  only  i n the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
i n the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
ba I ances  shall  not  revert  to  the  general  revenue  fun d.  All  in tcrest  which  accrues  upon  the  moneys 
i n any  account  wi thin  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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\b-l7s 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  he  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

5.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  revie vv  a n d approval,  in  the  order  of  the  d ate  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a 1 ottery  process  to  determ i ne  the  order  i n which  such  applications  shall  be 
reviewed . Each  appl ication  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  any 
refunds  of  the  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shall  be  retained  in  the  Clean  Energy  Fund  until  completion  of  the  project.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 
of  tax  credits  receiving  initial  approval  and  final  approval  lor  each  fiscal  year  and  the  amount  of 

t ax  credits  reserved  for  fu  t tire  years,  i fa  ppl  icable , 

6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration , an  application  must  i nc] tide: 

( 1 ) Proof  of  ownership  or  site  control . Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include_a 
warranty  deed,  closing  statement  or  other  form  approved  bv  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  tojuxjuire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project , i ncludi ng  one-line  diagrams  stamped 
by  a professional  engi neer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  tor  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  com pletion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Anv  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

7.  Disapproved  applications  shall  lose  pri ori ty  i n t lic^rcv i e w_i)rocess . II  an  application  is  removed 
f rom  the  review  process,  the  department  of  economic  development  shal I notity  the  taxpayeMn 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application^  I he  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notit  ication  ol  intentJojfisapprove_,_to 
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correct  any  deficiencies  in  the  initial  application  without  losing  its  priority  before  becoming 
disapproved.  A disapproved  app lication,  which  is  removed  from  the  review  process,  may  be 
resubmitted . but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  this  section. 

8.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 

not  i fi  ed  by  t lie  depart  ment  of  economic  development  that  the  max  i m um  a mount  of  cred  its 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 

10.  A]  I tax  pavers  wit  h a p p lications  receiving  initial  ap  proval  shall  complete  t he  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitti ng  authority  is  available  then  a professional  engineer  shal I certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission. 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund. 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section , the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shal  I be  su  bject  to  resc  i ssion  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice. 
may  submit  a new  appl ication  for  the  project. 

1 1 . For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  w ith  subsections  I and  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section . 
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12.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  Final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the .certilicatejo 
a 1 1 Missou  ri_  income  tax  retu  rn  son  wh  ich  thee  red  it  is  claimed.  The  de  part  me  nt  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  Jo  \vluch_a 
credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  yeare 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter,  1 43  and  chapter  148, 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credins 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  se 1 1 or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  jn  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  noti fyi ngtliede pa rt m e ntoj 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  The  state  lax  credit  shall 
not  be  subject  to  recapture  provisions ^FoLfLnan^jaf  institutions,  credits  authorized  pursuant  to 
this  section  shall  be  deemed  to  be  economic  development  credits  tor  purposes  otj>ection 
148.064. 

14.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates_shall  be. issued  in  the  year 

i n which  the  clean  energy  resource  project  is  completed . In  the  event  the  amount  ofejigible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  ol  tax  .credits  in 
excess  of  the  amount  provided  under  such  taxpayer’s  approval  granted.jjnder_siibsections_8_oiic-^ 
of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  isjjuance  ol  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial. application 
approval  letter  received  from  the  department  of  economic  development. 

IS^The  department  shall  promulgate  rules  necessary  to  administer  the  proyisjons  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  terin  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  ifjlcomplies  with  andgs 
subject  to  all  of  the  provisions  of  chapter  536. 
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Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Business  and  Community  Services  (BCS)  indicated  the  proposed 
legislation  adds  Sections  386.860,  386.870,  386.900,  386.910,  and  386.1000,  RSMo. 

• 386.860 

o States  policy  of  the  state  to  value  clean  energy,  energy  price  stability  and  energy 
independence.  Says  Sections  386.900  to  386.1000,  RSMo,  will  be  the  Clean 
Energy  Independence  and  Investment  Act  of  2016. 

• 386.870 

o Allow  an  electrical  corporation  to  recover  its  costs  to  install  electric  vehicle 
charging  stations  provided  energy  consumed  is  partially  clan  energy  or  offset  with 
renewable  energy  credits. 

• 386.900 

o Called  Enhanced  Net  Metering  and  Easy  Connection  Act. 

o .3  - requires  a retail  electric  supplier  make  net  metering  available  to  customer 
generators. 

• 386.910 

o . 1 - Known  as  the  “Community  Solar  Act”. 

o .2  - requires  the  PSC  to  adopt  rules  and  regulations  to  allow  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate. 

o .3  - the  aggregate  capacity  of  a facility  shall  not  be  greater  than  4%  of  the 
electrical  corporation’s  single -hour  peak  load  during  the  previous  calendar  year. 

• 386.1000 

o .1  - Beginning  January  1,  2016,  taxpayers  can  get  a tax  credit  up  to  30%  of  the 
costs  of  installation  of  a clean  energy  resource  project.  Can  only  get  tax  credit  up 
to  $3/watt  created. 

o .2  - DED  to  certify  when  program  limit  of  1000  megawatts  is  met.  After  certified 
but  no  later  than  June  30,  2022,  the  program  sunsets. 

o .3  - total  allocated  annually  shall  not  exceed  $50  million.  The  $50  million  shall  be 
increased/decreased  by  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index.  If  the  full  $50  million  isn’t  used  in  one  year,  the  remainder  can  be 


carried  over  to  the  next  year.  No  project  can  claim  more  than  200  kilowatts  in 
credits. 

o .4  - creates  the  Clean  Energy  Fund  and  requires  DED  to  administer  it. 
o .5  - Application  process  through  DED. 

o Remainder  of  sections  explain  application  process  and  how  DED  shall  administer 
it. 

o 

DED  BCS  estimates  a negative  fiscal  impact  of  $50  million  per  year  for  seven  years. 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $723,522  for  fiscal  year  2017,  $792,438  for  fiscal  year  2018,  and  $800,141 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  has  responsibilities  associated  with  certifying  clean  energy  sources 
under  Missouri’s  Renewable  Energy  Standard  and  net  metering  statutes.  As  such,  DE 
assumes  it  would  be  involved  in  the  implementation  of  this  provision  by  monitoring  and 
participating  in  cases  that  allow  regulated  electric  utilities  to  install  and  recover  costs 
associated  with  electric  vehicle  recharging  stations  that  are  partially  powered  by  a clean 
energy  source  or  offset  with  renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a 
year  or  more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 
cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 


eligibility  and  certification  under  the  Renewable  Energy  Standard  (RES).  DE  assumes 
this  provision  would  result  in  additional  RES  certifications  that  would  need  to  be 
performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  (MWh)  of  electricity  generated  from  an  eligible  renewable  energy 
resource.  The  in-state  renewable  energy  generation  can  receive  a multiplier  of  1.25  for 
RES  compliance  purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy 
resources  before  RECs  associated  with  those  renewable  energy  resources  can  be  used  for 
RES  compliance.  DE  does  not  charge  any  certification  fees. 


A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 
renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 
from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 
capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 
hours  each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do 
the  review  and  issuance  of  a certification  after  a project  is  completed  for  residential 
projects.  Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For 
larger  commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two 
steps.  See  response  above  for  detailed  tasks  required  by  the  proposal. 

18,872  hours  for  residential  applications 
4,336  hours  for  commercial  applications 
23,208  hours  total 

DE  assumes  it  will  need  a total  of  1 1 full-time  employees  (FTE)  to  implement  the  clean 
energy  tax  credit  and  community  solar  provisions  of  this  proposal  as  follows: 

6 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

1 - Energy  Engineer  III 

2 - Administrative  Office  Support  Assistant  (AOSA) 


• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II/III  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  aggregate  amount  of 
tax  credits  cannot  exceed  $50  million  per  fiscal  year,  which  will  be  increased  or 
decreased  each  year  by  the  Consumer  Price  Index. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate 
1350  kWHr  per  year 

3.  Annual  Peaks 


4.  Current  City  Electric  Rates 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 
Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 


Information  Source 

Proposed  Legislation 


National  Renewable  Energy  Lab's  PV 
Calculator 

Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 

DOE  EIA  Database  (Table  6 for  2010) 


6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  the  first 
year  clean  energy  tax  credit  cap  would  be  $50  million  per  fiscal  year.  For  subsequent 
years,  this  amount  will  change  by  the  Consumer  Price  Index  and  any  unused  portion. 
Some  versions  of  the  petitions  state  unused  portions  will  carry  over  to  subsequent  years 
for  a maximum  cap  of  $70  million  in  a fiscal  year.  Other  versions  of  the  petitions  state 
the  carryover  of  unused  clean  energy  tax  credits  shall  extend  to  subsequent  years  until 
used. 

Section  386.870,  RSMo,  allows  an  electrical  corporation  to  recover  its  costs  and  add  in 
its  rate  base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided 
the  energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870,  RSMo,  and  also  used  to  meet  the  utility's  renewable  portfolio 
standard  in  Section  393.1030,  RSMo. 

Section  386.870,  RSMo,  also  states  investments  made  pursuant  to  this  section  shall  not 
raise  the  retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half 
of  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap 
is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been  over  7 years 
since  the  enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the 
PSC. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 


municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail 
electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 
confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
tenns  applicable  to  the  respective  intent.  Further  since  Section  386.890.  RSMo,  is  only 
applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900,  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and 
Section  386.910,  RSMo,  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.900.14,  RSMo,  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14,  RSMo,  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14,  RSMo,  states  any  costs,  lost  revenues  or  lost  earnings  recovered 
under  this  section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of 
more  than  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A 
similar  cap  is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been 
over  seven  years  since  the  enactment  of  this  provision  and  parties  continue  to  argue  over 
its  meaning  before  the  commission. 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 


utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 
the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  commission- 
regulated  utility. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 1 73,  1 75,  1 77,  1 90,  and  1 80 

Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 173, 175, 177, 190,  and  180 

Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $31  to  $63  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($31,362,880)  to 
($62,666,273) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table  10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table  14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16-17 

Table  17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table  1 1 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table  14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16-18 

Table  17 

Prop  C sales  tax  - 
community  solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

13- 

15 

Table  14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16-18 

Table  17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

13- 

15 

Table  14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16-18 

Table  17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$1,674,949 

$3,353,052 

subtotal  all  state  funds 

$0 

($31,362,880) 

($62,666,273) 

13- 

15 

Table  14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16-18 

Table  17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($28,809,691) 

($57,537,622) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861 ) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  201 8 cap  will  be  established  using  201 6 data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  1 7 of  the  proposed  section  386.1 000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $122 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  2017  since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 


9 


Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  201 5 Q1  cost  to  CY  201 7 since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  2017  thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  1 0 takes  that  information  and  shows  two  possible  alternatives  for  CY  201 7. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 
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Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  2018.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 

15 


The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  10,  12,  13,  14,  16,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  10,  11 , 12,  13,  14,  17  and  18 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


G|G 


Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $ 100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  infonned  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single -hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Rank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a ~40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-barLk-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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Graves  Garrett  llc 


National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $300  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


DEC  1 7 2015 


S OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  17,  2015 


r 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  12  (2016-175) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • FLECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOLFNER  LIBRARY 


IGH'TS  zz. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  votfftg  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  ex,  ~ 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF . 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  slate  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870,  386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri,  ft  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1 000  shall  be  known  and  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386, 8 7 0.  An  electrical  corporat ion  shall  be  allowed  to  recover  i ts  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900,  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility,]  rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 


1 


0,-05 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28,  2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  |municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  ot  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or | the  governing  body  for  the  supplierlother  electric  util ities  1 may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  ot  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 


5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 


( I )  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 


(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|LJpon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow-  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system; 


(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  wliat  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  [the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities!  shall,  by  rule  or  equivalent 
formal  action!  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator’s  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  ot 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (I)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s [Suppliers  shall  submit  | the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  lor  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  ol  terins  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10. | The  governing  body  of  a supplier  |rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 . 2008. | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 ,|  JIL  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 1 2.  | I I , T he  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.  | 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.1  14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  Fora 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 1 6.  | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386,900.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Meteriiii’  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


\UrTB 


( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  elect rical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

( d ) Photo vo I taic  cells  a nd  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Comm i ssion",  the  pu b lie  service  comm ission  of  the  state  of  M issouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  ene  regeneration 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP: 

(b)  Has  an  electrical  generating  system  with  a capacity  ot  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  locate d on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  custo nieri 
generator; 

(d)  Is  interconnected  and  operates  in  parall el  ph ase  and  sy i i c 1 i ronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

tft  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  ElectricaJJSMety,^ 

Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commissio n,a nd  any  local  governing  a u t horities;  an d 

(g)  Contains  a mechanism  th at  automation  1 ly  disables  the  u nit  and  i nterruptsjjie  1 1 ow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  s ervi.ee  t pj lie, c u_s tome rz 
generator  is  interrupted; 

(5)  "Department",  the  department  of  natural  resources; 

(6)  “Micro  CHP".  combined  heat  and  power  or  cogeneration^ysterns_thM_sm 

generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternatjjig_cu_rre_n_t. 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  del i vered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period ; 

(8)  "Net  metering",  using  meteringequipment  sufficient  to  measure  the  difference  between  dig 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3 .  A reta i I electric  supplier  sh a L! : 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  i n electrical  energy  rales, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 


4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility , the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  instal  It  he  necessary  additional  equipment , tin  less  the  commi  ssion  or  governing  body  ma  kes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably 
incurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be 
initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  bi  1 ling  cycles. 


5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  sha U be 
calculated  in  the  following  manner: 


7 


)G>~f75 

( D For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  e nergv  consumption  i n subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  u pon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  cred it  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  ( 1 ) Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  alj 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  1 institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section. unless_the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator|s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distri bution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meetsjh^tjuidards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subse^onjind 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commisgion.fpr  public 
ut i lities  and  the  governing  body  for  other  utilities  shall,  by  rule: 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  Tor  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  an d within  sixty  days  o f rece ipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (I)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  fil i n g.a  new  appl icati on.  Retail  electric  su ppl j ers 
shall  interconnect  q u alified  energy  generation  units  wi t hi n thirty  days  of  being . notified  t he 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifyin«  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  su bmit  a n annual  net  metering  repo rt _to_ t he 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request. 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  ki  1 owatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 ,2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regu lations  ensuri ng  t hat  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  compl  ies  with  a nd  jss  ubj  eel  to  all  of  the  pro  visions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  u ndcr  cha ptcr  536  to  review,  to  d clay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 
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10.  The  governing  body  of  a municipal  uti I i tv  shall  by  June  1 , 20 17  adopt  policies  establ ish i ng  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  a ny  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  al I net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407,700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
p ro m ul gate  in  acco rda nee  with  the  provisi ons  of  chapter  5 36  rules  rega rding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  incl udi ng  lost  revenues  and  lost  earnings  opportun it ies  associated  with  reduced 
demand  or  kilowatt  hours  sales,  incurred  under  this  section  by  a retail  electric  supplier  shall  be 
recovered  in  a t i me  ly  manner  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other 
appropriate  rate  recovery  mechanism.  At  the  time  ol  any  general  change  in  a supplier's  rates,  any 
over-recovery  or  under-recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement 
used  to  set  rates  as  amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered 
from  each  rate  class  pursuant  to  the  supplier's  approved  rate  design.  At  the  time  anygencral 
change  in  prospective  rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the 
total  generation  output  from  all  customer-owned  generation  for  each  rate  class  for  the  twejve- 
month  period  following  the  effective  date  of  any  change  in  rates,  and  rates  shall  be_s_et  using 
energy  and  demand  bi lling  units  that  rcllcct  the  estimated  reduction  ol  energy  and  demand  likely 
to  occur  due  to  customer-owned  generation.  When  considering  costs,  the  commission  may 
evaluate  the  value  of  distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs, 
lost  revenues,  or  lost  earnings  are  recovered  under  this  section,  they  shall  not  raise  the  retaijjmteg 
charged  to  the  customers  of  electrical  corporations  by  an  average  of  more  thanjjngjyercenl  inany 
year.  Any  limitation  on  cost  recovery  shall  not  limit  the  availability  ol  net  metering  except  as 
provided  in  subsection  3 of  this  section. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by jsaid ^supplier  that  all 
of  the  requirements  under  subdivision  (1 ) of  subsection  7 of  this  section  have  been  met,  for  a 
consumer  who  violates  this  provision,  a suppl ier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer’s  electric  service. 


10 


l(ir-pS 

16.  The  manu lacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  lor  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit.of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liabl c for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  I . This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 . 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  wjtha 
capacity  of  between  one  hundred  and  one  thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  and  such  facility  is  located  within  the  Missouri  service  territory  of  the  electrical 
corporation  where  such  customers  have  one  or  more  electrical  accounts.  For  the  purposes  of 
this  sect  ion,  an  electrical  co  rporation  is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  pea k load  d uring  the  previous  ca lendar  year,  and  such  capaci ty  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsect  i on  3 of  section  386.900.  Electrical  corporations  shall  be  all  owed  to  own  o r operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  u p to  two  percent  of  an  electrical  corporation’s  single-hour  pea k load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  commun i tv  solar 
program  shall  be  expanded , and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  cred i ts  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation . the  energy  generated  by  such  community  solar  faci I ity  shall  be  provided  to  the 
electrical  corporation  to  wh ich  it  is  intercon nected  in  exchange  for  t he  allocation  an d fac i 1 i tation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 
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5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a comm u nitv 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
i ncluding  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  sha  1 1 be  used  to  reduce  the  cu  stomer’s 
total  bill.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
includi ng  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 of  this  section;  an d provide  options., 
which  may  include  financial  incentives,  to  encourage  low-income  participation . 

7.  An y rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.Q28J.his  .section. 
and  cha pter  536  are  nonse verable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  anmiL^nlejire 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effecti  ve  date  of  this  section , shall  be  invalid  and  void,. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 . 2016,  any  taxpayer  incurring. costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  i ncurred  pursuant  to 
cha  pter  143,  e xc  Jus  ive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  eq  ual  to  thirty-five  percent  of  the  total  co^ndexpenseso_f  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shjdjjipt  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsgction_4  of  this  sectjpih 

2.  The  department  of  economic  development  shall  certify  when  the  tax  crgdits  provided  in  tins 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  .alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,.^d„eachj^xpayeiythat 
submi  ts  an  applicati  on  for  a tax  credit  under  this  section  once  the  onejhou  sand  .megawatt  lim  it 
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has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  protluci ng  electrical  energy  from 
a clean  energy  resource  as  defined  i n section  386.900  or  other  technology  elig ible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  cha pter  143.  The  costs  and  ex penses  included  in  the  cost  basis  e I i g ible  fo r the  tax  credi ( 
shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 

an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
th e total  project  costs  exceed  three  dollars  per  watt,  the  basis  el i g i b I ejbr  th e state  tax  credit  shall 
nonetheless  be  limited  to  t hree  dollars  per  watt . 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  i n Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  supp I iers.as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Fo rm  Number  I as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electri c itv  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  econom ic  development  within  forty- 
five  days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
fiscal  year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  recei ve  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current , per  project.  No  electrical  corporation  as  defined  under  sect  ion  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
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in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund . 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7 . To  obtain  approval  for  tax  cred its  allowed  under  this  section , a taxpayer  shall  su b m it  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  appl ication  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 

a p plication  deposit,  which  shall  be  de posited  in  the  Clean  Energy  Fund.  Such  applicati on  de posit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  any 
refunds  of  the  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shal  1 be  retained  in  the  Clean  Energy  Fund  until  completion  of  the  proiect.  At  ..least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identjfYingJhejtmount 
of  tax  credits  receiving  initial  approval  and  final  approval  for  each  fiscal  year_and  the  amount  of 
tax  credits  reserved  for  future  years,  if  applicable. 

8.  Each  application  for  initi al  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission. JjLQjder  to_recejye 
considerati on.  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  departrnenE_ProoLQf_srtg 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  proiect,  including  one-line  diagrams  stampgd 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  dat^..andThe_esdnjated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  inlhe 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 
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9.  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  application  is  removed 
from  the  review  process,  the  department  of  economic  development  slial  j notify  the  taxpayer  i n 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application.  The  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notification  of  intent  to  disapprove,  to 
correct  any  deficiencies  in  the  initial  application  without  losing  its  priority  before  becoming 
disapproved.  A disapproved  application,  which  is  removed  from  the  revievv .prQCj^jj?ay_bc 
resubmitted,  but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  priority  procedures 
described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  creditsjn i jiccordancejvith  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 

a p p | ications  in  the  order  of  priority  est  ablished  under  subsection  7 of  this  sect  ion. 

1 1 . In  the  event  that  the  department  of  econom i c development  grants  a pproval  for  tax  cred i ts 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications; 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a fu ture  fiscal  year- 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  front  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engi neer  shall  certify  the  i nstallation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Enszi neers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission , 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  pcrwattjippliciition 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
tax  pave  r has  failed  to  com  ply  with  the  req  uirements  provided  under  this  sectio  n,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such _ampunt ,ofJax_crcdijs 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  rgcejpt  of  such  notice, 
may  submit  a new  a pp licati on  for  t he  project. 
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1 3.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
e nergv  resource  project  in  cale  nda  r year  2016  and  otherwise  comp  lied  with  subsections  I and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  tinder  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  slial I i nclude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  depa rt incut  gives  final  approval . the  department 
shal IJ nform  the  taxpayer  by  letter  and  shall  issue . to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer^, tota)  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  ijl^eryLc_e.  the 

a mount  that  exceeds  the state  tax  liability  may  be  ca  rried  back  to  any  oft  he  th  ree  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  I43_and  chapter  148 , 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used , whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transler,  sell  or  assign 
t he  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  thjs 
subsection.  The  assi  gnorof  tax  credjtsslial.l  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  t he  provisions  of  this  section.  The  state  tax  credit  shall, 
not  be  subject  to  recapture  provisions.  For  financial  institutions,  creditsjuitliorized  pursuant  to 
this  section  shall  be  deemed  to  be  economic  development  credits  for  purposes  of  section 
148.064. 

16.  Exce pt  as  expressly  provided  in  this  section,  tax  credit  certificates  s hall  b c i ssued  in  the  y c a i 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
a nd  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  grantedjintterj^ 

1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax_credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section , Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effectiye_pnly'Jfjt^oinplies,with  andjs 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-175) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.870  - Electric  Vehicle  Charging  Stations 

DE  participates  in  PSC  regulatory  cases  to  evaluate  issues  from  a formal  state  policy  and 
planning  perspective  consistent  with  its  interests  in  clean,  affordable,  abundant  energy, 
and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC  related  to  energy  efficiency  and 
renewable  energy  and  has  responsibilities  associated  with  certifying  clean  energy  sources 
under  Missouri’s  Renewable  Energy  Standard  and  net  metering  statutes.  As  such,  DE 
assumes  it  would  be  involved  in  the  implementation  of  this  provision  by  monitoring  and 
participating  in  cases  that  allow  regulated  electric  utilities  to  install  and  recover  costs 
associated  with  electric  vehicle  recharging  stations  that  are  partially  powered  by  a clean 
energy  source  or  offset  with  renewable  energy  credits. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
DE  assumes  it  would  be  involved  in  the  implementation  of  this  provision  that  modifies 
the  existing  net  metering  and  interconnection  requirements  for  regulated  electric  utilities. 
It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and  details  associated 
with  this  proposal.  Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and 
include  several  full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor 
filings  and  review  of  other  parties’  proposals,  research  best  practices  and  develop 
proposals  and  rule  language,  collaborate  with  other  interested  parties,  and  file  comments. 
DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related  cases  where 
enhanced  net  metering  provisions  are  considered. 


Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  DE  assumes  it  would  monitor  and  participate  in  tariff 
and  other  related  cases  where  community  solar  facilities  are  established  for  purposes  of 
determination  of  eligibility  and  certification  under  the  Renewable  Energy  Standard 
(RES).  DE  assumes  this  provision  would  result  in  additional  RES  certifications  that 
would  need  to  be  performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.870  - Electric  Vehicle  Charging  Stations 

For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  cases  to  implement 
this  provision  but  could  do  so  with  existing  resources.  However,  there  could  be  a 
cumulative  fiscal  impact  to  DE  if  multiple  provisions  related  to  PSC  regulatory  issues 
pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 


megawatt-hour  (MWh)  of  electricity  generated  from  an  eligible  renewable  energy 
resource.  The  in-state  renewable  energy  generation  can  receive  a multiplier  of  1.25  for 
RES  compliance  purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy 
resources  before  RECs  associated  with  those  renewable  energy  resources  can  be  used  for 
RES  compliance.  DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 
renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 
from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 
capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 
anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 

4,528  hours  for  commercial  applications 


24,260  hours  total 


To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 


to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab's  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 


Information  Source 

Proposed  Legislation 


4.  Current  City  Electric  Rates 


DOE  EIA  Database  (Table  6 for  2010) 


5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 
given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Section  386.870,  RSMo,  allows  an  electrical  corporation  to  recover  its  costs  and  add  in 
its  rate  base  prudently  incurred  costs  to  install  electric  vehicle  charging  stations  provided 
the  energy  consumed  is  partially  powered  by  a clean  energy  resource  or  offset  with 
renewable  energy  credits.  It  is  not  clear  if  the  renewable  energy  credits  can  be  used  to 
meet  Section  386.870,  RSMo,  and  also  used  to  meet  the  utility's  renewable  portfolio 
standard  in  Section  393.1030,  RSMo. 

Section  386.870,  RSMo,  also  states  investments  made  pursuant  to  this  section  shall  not 
raise  the  retail  rates  charged  to  customers  of  electrical  corporations  by  more  than  one  half 
of  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A similar  cap 
is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been  over  7 years 
since  the  enactment  of  this  provision  and  parties  continue  to  argue  its  meaning  before  the 
PSC. 


Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides  retail 
electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 
confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
tenns  applicable  to  the  respective  intent.  Further  since  Section  386.890.  RSMo,  is  only 
applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900,  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017  and 
Section  386.910,  RSMo,  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.900.14,  RSMo,  says  any  costs,  including  lost  revenues  and  lost  earnings 
opportunities.  The  PSC  respectfully  suggests  "lost  revenues"  and  "lost  earnings 
opportunities"  be  clearly  defined  as  to  how  to  calculate  those  amounts.  The  interpretation 
and  calculation  of  these  terms  has  been  the  subject  of  on-going  disagreement  as  they 
relate  to  the  Missouri  Energy  Efficiency  Investment  Act. 

Section  386.900.14,  RSMo,  states  the  commission  may  evaluate  the  value  of  distributed 
generation  and  clean  energy  resources,  but  it  is  not  clear  how  to  detennine  those  values. 

Section  386.900.14,  RSMo,  states  any  costs,  lost  revenues  or  lost  earnings  recovered 
under  this  section  shall  not  raise  the  retail  rates  charged  to  customers  by  an  average  of 
more  than  one  percent  in  any  year.  The  PSC  suggests  this  requirement  be  clarified.  A 


similar  cap  is  placed  on  the  renewable  mandate  of  Section  393.1045,  RSMo.  It  has  been 
over  seven  years  since  the  enactment  of  this  provision  and  parties  continue  to  argue  over 
its  meaning  before  the  commission. 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 
utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 
the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  commission- 
regulated  utility. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  11 

Sec,  of  State  #174 


Proposed  Statement  of  Fiscal  Impact 
for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  11 

Sec,  of  State  #174 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $21  to  $63  million  depending  upon 
the  speed  of  up  to  $21 6 million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .1  to  $3.3  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($22,196,429)  to 
($67,069,619) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($20,974,558)  to 
($63,381,207) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,108,571  to 
$3,349,704 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,108,571  to 
$3,349,704 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-11 

Table  9 

Tax  credit 

$0 

($25,000,000) 

($75,541 ,003) 

Income 

12- 

14 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$2,803,571 

$8,471,384 

Various 

14-16 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($22,196,429) 

($67,069,619) 

5-11 

Table 

11 

Clean  Energy  Fund 

$0 

$550,442 

$1,659,596 

Application 

deposit 

12- 

14 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$285,714 

$863,326 

Sales  tax 

14-16 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$285,714 

$863,326 

12- 

14 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$35,714 

$107,916 

Sales  tax 

14-16 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$35,714 

$107,916 

12- 

14 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$28,571 

$86,333 

Sales  tax 

14-16 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$28,571 

$86,333 

subtotal  Other  State  Funds 

$0 

$1,221,871 

$3,688,411 

subtotal  all  state  funds 

$0 

($20,974,558) 

($63,381 ,207) 

12- 

14 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,108,571 

$3,349,704 

Sales  tax 

14-16 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,108,571 

$3,349,704 

Grand  Total  State  and  Local 

$0 

($19,865,987) 

($60,031,503) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits 
shall  be  $50  million  at  the  beginning  of  the  program.  The  proposal  also  provides  that  the  tax  credit  cap 
shall  be  increased  or  decreased  each  year  by  the  percentage  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency. 

Table  2 shows  the  CPI  values  reported  for  December  from  2000  to  2014.  The  annual  average  growth 
over  the  period  was  2.16%.  Recent  CPI  increases  have  been  lower  than  the  early  part  of  the  series  due 
to  the  most  recent  recession  and  concerted  action  by  the  Federal  Reserve  to  keep  interest  rates  low.  The 
Federal  Reserve  is  expected  to  raise  interest  rates  in  the  near  future.  This  is  likely  to  raise  CPI  inflation. 
To  ensure  a better  prediction  of  future  anticipated  CPI  the  longer  time  period  is  used  to  determine  the 
average  annual  increase. 


Table  2 

Consumer  Price  Index  (CPI-U)  History 
December  Reported 


Year 

CPI  value 

Increase 

% 

increase 

2000 

174.000 

2001 

176.700 

2.700 

1 .6% 

2002 

180.900 

4.200 

2.4% 

2003 

184.300 

3.400 

1 .9% 

2004 

190.300 

6.000 

3.3% 

2005 

196.800 

6.500 

3.4% 

2006 

201.800 

5.000 

2.5% 

2007 

210.036 

8.236 

4.1% 

2008 

210.228 

0.192 

0.1% 

2009 

215.949 

5.721 

2.7% 

2010 

219.179 

3.230 

1 .5% 

2011 

225.672 

6.493 

3.0% 

2012 

229.601 

3.929 

1 .7% 

2013 

233.049 

3.448 

1 .5% 

2014 

234.812 

1.763 

0.8% 

Avg.  annual  increase 

2.16% 

Table  3 uses  the  average  annual  growth  rate  for  2000  to  2014  to  project  the  tax  credit  cap  into  the  future. 
The  election  date  of  November  201 6 on  the  proposal  is  in  the  State's  FY  201 7.  Therefore,  FY  201 7 is  the 
base  year  for  the  $50  million  clean  energy  tax  credit  cap.  The  clean  energy  tax  credits  cap  is  estimated 
at  $50  million  for  FY  201 7,  $51 .1  million  for  FY  201 8 and  $52.2  million  for  FY  201 9. 


Table  3 

Clean  Energy  Tax  Credit  Estimate  of  Cap 


Fiscal  Year 

Clean  Energy  Tax  Credit  Cap 

FY  2017 

$50,000,000 

FY  2018 

$51,082,005 

FY  2019 

$52,187,425 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
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go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  201 6 taxes  would  be  due  on  April  15,  201 7 which  is  in  FY  201 7. 

The  provisions  of  the  act  will  go  into  effect  in  December  2016.  Paragraph  1 1 of  the  proposed  section 
386.1000  states  that  any  taxpayer  verified  by  the  Department  of  Economic  Development  to  have 
commenced  a clean  energy  resource  project  in  calendar  year  201 6 and  otherwise  complied  with  the 
provisions  shall  be  deemed  eligible  for  the  tax  credit.  This  allows  for  the  Department  of  Economic 
Development  to  include  projects  in  201 6 before  its  processes  are  in  place.  Paragraph  1 5 of  the  proposed 
section  386.1 000  provides  that  the  Department  of  Economic  Development  shall  issue  rules  necessary  to 
administer  the  act.  In  addition,  paragraph  8 gives  the  Department  of  Economic  Development  45  days  to 
notify  an  applicant  of  approval  after  the  application  is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  FY  201 7 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  2017.  Tax  credits  issued  between  April  15  and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  project  with  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through 
amended  returns  or  through  CY  2017  taxes  paid  in  FY  2018. 

Paragraph  2 of  the  proposed  section  386.1000  provides  for  the  carryover  of  any  unused  clean  energy  tax 
credit  authority  until  it  is  used.  If  the  Department  of  Economic  Development  is  slow  to  issue  clean  energy 
tax  credits  in  FY  2017  at  the  beginning  of  the  program  then  the  unused  authority  of  the  cap  carries  over  to 
FY  201 8.  Table  4 shows  what  the  FY  201 8 clean  energy  tax  credit  cap  would  be  if  all  of  the  FY  201 7 tax 
credit  authority  provided  carries  over  - $1 01 .1  million.  This  does  not  mean  that  the  State's  general 
revenue  fund  collections  would  be  affected  by  $1 01 .1  million.  Clean  energy  construction  of  $288.8  million 
would  be  necessary  to  qualify  for  the  entire  $101.1  million  in  tax  credits. 


Table  4 

FY  2018  Tax  Credit  Cap  with  FY  2017 
Possible  Carryover 


Fiscal  Year 

FY  201 8 

Original  cap 

$51,082,005 

Carry  over  from  previous  year 

$50,000,000 

Total 

$101,082,005 

Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  5).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 
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any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 


All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  2 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.1  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.2  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.3  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.4 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  CY 
201 6 solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November 
2016.  Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first 
affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State 
Auditor's  Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
2 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.5  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  5 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  5 shows  that  there  would  be  a $122 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  5 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.6  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
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indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  6 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  6 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  6 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  7 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 


Table  7 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  8 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  8 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 
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Table  8 

Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• estimates  of  $50  million  in  FY  201 7 and  $51 .1  million  in  FY  201 8 clean  energy  tax  credits  in 
accordance  with  paragraph  2 of  the  proposed  section  386.1 000.  The  FY  201 8 clean  energy  tax 
credit  limit  may  be  higher  depending  on  any  unused  authority  that  is  carried  over  from  FY  201 7. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $18,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.7 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3. 8 

• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.9 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.10 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.11 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.12 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 
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In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.13  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 14  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

Table  9 shows  two  possible  alternatives  estimating  the  effect  on  FY  2018. 

• Construction  leading  to  use  of  half  the  available  FY  2017  tax  credits  ($25  million)  - These  tax 
credits  would  cover  any  CY  201 6 clean  energy  construction  allowed  under  paragraph  1 1 of  the 
proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax  credits  that 
the  Department  of  Economic  Development  could  process  by  the  end  of  CY  2017  in  order  to  affect 
FY  201 8 state  tax  collections.  It  is  assumed  that  the  Department  of  Economic  Development 
would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  2017  after  its  processes  are  in 
place.  Table  10  shows  that  total  of  $71 .4  million  in  construction  would  be  required  to  generate 
$25  million  in  tax  credits.  Residential  construction  of  $28.6  million  (assuming  40%  of 
construction)  would  result  in  $1 0.0  million  in  tax  credits.  Commercial  construction  of  $42.9  million 
(assuming  60%  share  of  construction)  would  result  in  $1 5.0  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  FY  201 7 tax  credits  and  half  of  the  FY  201 8 tax 
credits  ($75.5  million)  - These  tax  credits  would  cover  any  CY  2016  clean  energy  construction 
allowed  under  paragraph  1 1 of  the  proposal  and  any  CY  201 7 clean  energy  construction  that 
qualifies  for  FY  2017  tax  credits  that  the  Department  of  Economic  Development  could  process  by 
the  end  of  CY  201 7 in  order  to  affect  FY  201 8 state  tax  collections.  It  is  assumed  that  even  the 
Department  of  Economic  Development  would  most  likely  issue  such  tax  credits  during  the  last 
half  of  CY  2017  after  its  processes  are  in  place  that  the  department  would  be  able  to  authorize  all 
of  the  FY  201 7 credits  and  half  the  FY  201 8 credits.  Table  10  shows  that  a total  of  $215.8 
million  in  construction  would  be  required  to  generate  $75.5  million  in  tax  credits. 
Residential  construction  of  $86.3  million  (assuming  40%  of  construction)  would  result  in  $30.2 
million  in  tax  credits.  Commercial  construction  of  $1 29.5  million  (assuming  60%  share  of 
construction)  would  result  in  $45.3  million  in  tax  credits. 


Table  9 

FY  2018  Tax  Credit  Effect  - Possible  Range 


Fiscal  Year 

Low  ranae 

Hiaher  ranae 

FY  201 7 credits 

$25,000,000 

$50,000,000 

FY  201 8 credits 

$0 

$25,541,003 

Total 

$25,000,000 

$75,541,003 

9 


Table  10 

Number  of  Projects  - Low  Range  v Higher  Range 


Low  Range 

Higher  Range 

Tax  credits  estimate 

$25,000,000 

$75,541 ,003 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$71,428,571 

$215,831,436 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$10,000,000 

$30,216,401 

Commercial 

$15,000,000 

$45,324,602 

Total  amount  by  type 

$25,000,000 

$75,541 ,003 

Construction  value  bv  tvoe  of  construction 

Residential 

$28,571,428 

$86,332,574 

Commercial 

$42,857,143 

$129,498,862 

Total  amount  by  type 

$71,428,571 

$215,831,436 

Cost  of  solar  projects  per  proiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  Table  10  shows  a total  of  1 ,651  projects  would  be 
constructed  at  the  low  range  of  the  tax  credits  (1 ,561  residential,  90  commercial).  A total  of  4,989 
projects  would  be  constructed  at  the  higher  range  of  the  tax  credits  (4,718  residential,  271  commercial). 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.15 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.16  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.17 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 18 

• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.19 
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• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."20 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.6 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Lower  Range 

Higher  Range 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$190,442 

$575,596 

Commercial 

$360,000 

$1,084,000 

Total  amount  by  type 

$550,442 

$1,659,596 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  27.5  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  2.8%  of 
the  1 ,000  MW  goal.  A total  of  83.0  MW  would  be  added  in  solar  capacity  as  a result  of  projects 
equivalent  to  all  the  available  tax  credits  which  would  be  8.3%  of  the  1 ,000  MW  goal. 


11 


Table  12 

Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

1,561.0 

4,718.0 

Commercial 

90.0 

271.0 

Total  amount  by  type 

1,651.0 

4,989.0 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

9,522.1 

28,779.8 

Commercial  (200  kW/project) 

18,000.0 

54,200.0 

Total  amount  by  type 

27,522.1 

82,979.8 

MW  aenerated  bv  construction 

Residential 

9.5 

28.8 

Commercial 

18.0 

54.2 

Total  amount  by  type 

27.5 

83.0 

% of  1 ,000  MW  goal  achieved 

2.8% 

8.3% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  1 0%.  It  is  assumed  that  1 5%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  components 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $2.8  million  to  $8.5  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.4  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .1  million  to  $3.3  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Low  Range 

Higher  Range 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$71,428,571 

$215,831,436 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$25,000,000 

$75,541,003 

Materials  and  local  materials 

$28,571,428 

$86,332,574 

Profit 

$7,142,857 

$21,583,144 

subtotal  by  taxable  type 

$60,714,285 

$183,456,721 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,500,000 

$4,532,460 

Materials  and  local  materials  - Sales/Use  Tax 

$857,143 

$2,589,977 

Profit  - General  Revenue  Corporate  Tax 

$446,429 

$1 ,348,947 

subtotal  GR 

$2,803,571 

$8,471,384 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$285,714 

$863,326 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$35,714 

$107,916 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$28,571 

$86,333 

subtotal  State  Taxes 

$3,153,571 

$9,528,958 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,108,571 

$3,349,704 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$4,262,143 

$12,878,662 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  1 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.22 

Community  Solar  Act  - Applies  to  Versions  1 0,  1 2,  1 3,  1 4,  1 6,  and  1 8 

The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 

Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 

Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  15  shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 

The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1 000.  In  Table  1 2 above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 2.8%  low  range  and  8.3%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  14.1  MW  of  added  community  solar  capacity  would  be  created  which  would  require  71  projects  of 
200  kW.  At  the  higher  range  41 .9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  209  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $34.0  million  in 
construction  spending.  The  higher  range  results  in  $100  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

2.8% 

8.3% 

Added  capacity  - MW 

14.13 

41.88 

Added  capacity  - kW 

14,126.56 

41,875.16 

# projects  at  commercial  200  kW  per  project 

71 

209 

Construction  cost  - commercial  project  per  200  Kw  project 

$478,400 

$478,400 

Construction  value 

$33,966,400 

$99,985,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $1 .3  million  to  $3.9  million  in  FY  201 8.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.5  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 


15 


Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$33,966,400 

$99,985,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$11,888,240 

$34,994,960 

Materials  and  local  materials 

$13,586,560 

$39,994,240 

Profit 

$3,396,640 

$9,998,560 

subtotal  by  taxable  type 

$28,871 ,440 

$84,987,760 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$713,294 

$2,099,698 

Materials  and  local  materials  - Sales/Use  Tax 

$407,597 

$1,199,827 

Profit  - General  Revenue  Corporate  Tax 

$212,290 

$624,910 

subtotal  GR 

$1,333,181 

$3,924,435 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$135,866 

$399,942 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$16,983 

$49,993 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$13,587 

$39,994 

subtotal  State  Taxes 

$1,499,617 

$4,414,364 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$527,159 

$1,551,777 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$2,026,775 

$5,966,141 
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Net  metering  bills  - Applies  to  Versions  10,  11,  12,  13,  14,  17  and  18 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  14  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  14 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
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2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $ 100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  infonned  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single -hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Rank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a ~40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-barLk-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


TE  AUDITOR 


DEC  1 7 2015 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  17,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  11  (2016-174) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 1 6. 1 75.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Rosier 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 01 
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Page  No.. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejectiotMit  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  jg^ition;  I am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  reps®t^d  voting  addp^js  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

I, . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 , 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900  and  386.1000  are  enacted 
to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stabi lily  and  energy  i independence.  I n furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.890.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility,]  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter]; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplier! other  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer- generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator’s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  l the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplier! other  utilitiesl  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body  |: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  s]Suppliers  shall  submit  | the  same]  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  |The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.  | The  governing  body  of  a supplier  | rural  electric  cooperative  or  municipal  utility  | shall|, 
within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 . 1 10 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.1  LLThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier’s 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. ]  12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | FT  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

115.1  14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.1 .15,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. | 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connecti on  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( \)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 
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(b)  Solar  thermal  sources: 

( c ) H y d roeleetric  sou rces; 

(cl)  Photovoltaic  cells  and  panels: 

( e ) F uel  cel  1 s using  hydrogen  produced  by  a sou  rce  listed  in  _ paragraphs  (a)  til  rough  (d)  of 
this  subdivision:  or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  inte nded  pri mari ly  to  offset  part  or  all  of  the  customer-generator’s  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 

establ ished  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Elect ri cal  and  Electronics  Engineers,  Underw riters  Laboratories , the  Federal -Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer 
generator  isj nterrupted; 

(5)  "Department",  the  department  of  natural  resou rces; 

(6)  “Micro  CUP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a najrieplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “ N et  excess  energy”,  the  amount  of  energy  ex  pressed  i n k ilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by^hejuippljeMo 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  met eri ng",  u s ing  metering  eq ui pment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  byjygtajj  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 
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(9)  "Retail  electric  supplier11  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  ina  given_calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  j n electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligi ble  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  su pplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  meteri ng  equi pment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  I f 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benentinjLJXQlP  thejidditjonal 
distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiting,  such  customer-generator  shall  reimburse  the  electric_supplier  for  reasonably 
incurred  equipment  expenses.  At  the  request  of  the  cusiomer-geiierator,jii_ch  costs, may  be 
initially  paid  for  by  the  retail  electric  supplier,_and  aiiy  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  bill ing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  nieasureincnt  shall  be 
calculated  in  the  fol  1 owing  man ner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidircctionaLnjctcf_that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 
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(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  pe ri od,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  bi  1 1 i ng  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billing  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 

re  I ationshi  p with  the  su  pplicr; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 

a p plicable  safety,  perform  a n ce,  interconnection,  an  d reliability  standards  established  by  any  local 
code  authorities,  the  Nat i ona I Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Eleetroni cs  Engineers,  and  U ndervv l iters  Laboratories  for  d i st  ri .bu ted 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specificalLY 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator  s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  leature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  util ity's  electric 
d ist ribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meetsjhe  standards 
and  rules  under  subdivision  ( I ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  inirchase  acfdjtional 
liabili  tv  insurance  bey  on  d w hat  is  required  under  subdivision  ( 1)  of  this  su  bsection  and 

s 1 1 bsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  lor  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
pe  rib  rm  or  pay  for  add  i tional  tests  or  distribution  equipment,  or  purchasg_addj  tjona  I I i ab  i Jjity 
insurance. 

7.  ( 1 ) Applications  by  a customer-generator  for  interconnection  of  a qualified  electricenergy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
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distribution  system  shall  be  accompanied  bv  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  bv  the  retail  electric  supplier  within 
thi rty  days  of  recei pt  for  systems  one  hundred  ki lovvatts  or  less  and  with i n si xtv  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval , the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  instal led  and  meets  the  requirements  of  this  section . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Bach  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request. 

i ncl uding  the  following  information  for  the  previous  calendar  year: 

( 1)  The  total  number  of  customer-generator  faci I i ties; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  sha 1 1 by  June  1 . 20 1 7 prom u I gate  any  ru les  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1 , 2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1.2017  adopt  policies  establishing  a 
sim pie  contract  to  be  u se d for  interconnection  and  net  metering.  For  system s of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

I I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

1 3 . The  sale  of  qual ified  electric  generation  units  to  any  customer-generator  shall _be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  vvi th  the  provision s of  c hapter  536  rules  regard i ng  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 

pe  rformance  standards  of  any  such  systems,  or  who  believes  that  any  electric  general  ion  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general , who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  struc tu re. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  uni t in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( I ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  he  held 

l jable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generat i on  u n i t o I 
a customer-generator. 

1 7.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  pe rson  caused  by  the  electric  generation  unit  o f a cu stp mer-generator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 . 201 6.  any  taxpayer  incujTing_costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  .credit , 
referred  to  as  a “clean  energy  tax  cred it” , aga j list  the  state  tax  lia b i Li ty  i n curred  pursua nt  to 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  ol  tax  as  provided  in  sections 
143.191  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  “Clean  energy  resource  project"  shall  be  defined  as  a project  producing^electncaLenergy 
from  a clean  energy  resource  as  defined  in  section 386.900  or  other  tech  no)  ogy.e.l  igi  bj  g_(  ornet 
meteri ng  as  defined  i n 386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation i_ot  i ncome 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  I i mited  to.  expenses  necessary  for  the  production  of  a clean  ene rgy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  suchpropertyjs 
used  as  an  integral  part  of  the  clean  energy  resource  project  installatiomjmd  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortizatiornn  lieu  of  depreciation.  Tlie 
maximum  cost  basis , for  the  purpose  o.Lcalcujatmg  the  state  tax  credit,  shall  not  exceed  three 
d o liars  per  watt  me  a sured  in  direct  curren  t for  solar  photovoltaic,  projects  and 
a n equivalent  amoun t for  other  clean  energy  resource  protects  measuredjn  altgrnati ng  eurre n t.  It 
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the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax_credjtshal  I 
nonetheless  be  limited  to  three  dollars  per  watt. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  cred its  provided  in  th is 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  i a this  section  allocated  annually  shall 
not  exceed  fifty  million  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amount  of  the 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits 
offered  in  any  fiscal  year,  other  than  2017,  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  ca p for  the  following  fiscal  year  sh a 1 1 be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used.  The 
provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the  credit 
authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating 
current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean 
energy  resource  project  that  receives  a state  tax  credit  under  this  section  or  be  permitted  to  claim, 
transfer,  or  assig  na  ny  tax  credit  tin  der  th  is  section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropri ated  moneys,  gifts,  co ntri biitj ons,  grants,  or  beq uests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  col ! ected  as  a resu 1 1 of  the  applicati on  de posits  req uired  under  th i s section . All  of  1 1 1 e 
moneys  col lected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  an  d pj  aced  in  the  Clean  E11  ergy  Fund  and  a ny  account  created  by  t his  section  shal  1 be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

'fhe  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  an d used  exclusively  for  advancing  clean  energy  through  the 
efficient  ad  min  istration  of  the  clean  energy  tax  crcdi  t program  created  under  th  is  section. 


11 


LsrOA 

5.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current. 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  any 
refunds  of  t he  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  i n t he 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
deposit  shall  be  retained  in  the  Clean  Energy  Fund  until  completion  of  the  project.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 
of  tax  credits  receiving  initial  approval  and  final  approval  for  each  fiscal  year  and  the  amount  of 
tax  credits  reserved  for  future  years,  if  applicable. 

6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shjd|Jjgj;ey|evyed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  recei  ve 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that. the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may_include_a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department  .Proof  of  sitg 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams_stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis_el  igi ble  for  thejax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date^andtheestjmated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be_dgpjysited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may_reasonably 
require  to  review  the  project  for  approval. 

7.  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  application  is  removed 
from  the  review  process,  the  department  ol  economic  developmenLshall  notjfy  the  taxpayer  in 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  sudt  application.  I he  taxpayer 
shall  have  one  opportunity,  not  to  exceed  ten  days  of  notification  ofintent  to_disapprove,to 
correct  any  deficiencies  in  the  initial  application  without  losing jts^prjorityjjej ore  becoming 
disapproved.  A disapproved  application , which  is  removed  from  the  review  process,  may  be 
resubm  itted.but  shall  be  deemed  to  be  a new  submi  ssion  for  purposes  ofthe^pnprjty  proced  ures 
descri bed  in  this  section. 
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8.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  ail  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
^ILrpYHJAi.tl^eJlIIiP.ililLltyeilahl-g.  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  Idle 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 

10.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professiona I engineer  shall  cert ify  the  installati on 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Rcgu I atory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  w i th  the  department  of  economic  development  to  be  credited  to  t h e Clean  Energy  Fund , 
thejaxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
complejcd  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shalf  then  be  included  in  t he  total  amount  of lax  credits_p rovided  und ert h is  section  from  wli i c h 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

1 1 . For  calendar  year  20 1 6,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section, 

12.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opin i on  letter  from  a certified  publ i c accountant  confirm j in g the  costs  and 
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expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  e nt itled  purs u a n t to  this  sec t i on, 

13.  If  the  amount  of  the  credit  under  subsection  12  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148. 
except  for  sections  143.191  to  143.265  for  the  succeeding  ten  years,  or  until  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
develop ment  to  admi n ister  and  carry  out  the  provisions  of  this  sectio n . The  state  t a x credit  shal  1 
not  be  subject  to  recapture  provisions.  For  financial  institutions,  credits  authorized  pursuant  to 
this  section  shall  be  deemed  to  be  economic  development  credits  for  purposes  of  section 
148.064. 

14.  Except  as  ex pressly  p rovidcd  jn  this  sect i on,  tax  credit  certificates  shall  be  i ssued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incu  rred  by  a taxpayer  won  I d result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  8 or  9 
of  this  section,  such  taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

15.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-174) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 

Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Business  and  Community  Services  (BCS)  indicated  the  proposed 
legislation  adds  Section  386.860,  amends  Section  386.890,  and  adds  Sections  386.900, 
and  386.1000,  RSMo. 

• 386.860 

o States  policy  of  the  state  to  value  clean  energy,  energy  price  stability  and  energy 
independence.  Says  Sections  386.900  to  386.1000,  RSMo,  will  be  the  Clean 
Energy  Independence  and  Investment  Act  of  2016. 

• 386.890 

o .10  - Removes  "rural  electric  coop  or  municipal  utility"  and  changes  it  to 
"supplier".  Removes  "within  nine  months  of  January  1,  2008"  as  date  after  which 
the  supplier  shall  adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering. 

• 386.900 

o .3  - requires  net  metering  be  available  to  customer-generators  on  first-come  first- 
served  basis  until  total  capacity  equals  7%  of  the  utility's  single-hour  peak  load 
during  the  previous  year. 

• 386.1000 

o .1  - beginning  January  1,  2016  creates  “Clean  Energy  Tax  Credit”  for  installation 
of  a clean  energy  resource  project. 

■ Amount  total  is  35%  of  costs. 

■ The  max  tax  credit  is  limited  to  $3K/watt  produced. 

o .2  - DED  shall  certify  when  the  tax  credits  have  resulted  in  the  installation  of  one 
thousand  megawatts  of  additional  clean  energy  and  notify  the  governor,  general 
assembly,  public,  and  applicants  that  1000  megawatt  limit  has  been  reached.  After 
such  certification,  but  no  later  than  June  30,  2022,  the  authorization  to  issue 
additional  credits  shall  sunset. 

o .3  - annual  max  of  credits  is  $50  million  per  fiscal  year.  A claimant  may  only 
apply  for  and  receive  credit  for  up  to  200  kilowatts  per  project. 


o .4  - creates  the  Clean  Energy  Fund.  DED  shall  administer  the  fund.  Monies  are  to 
be  used  for  purposes  authorized  by  this  section, 
o .5  - describes  process  to  get  tax  credits.  Submit  application  to  DED.  DED  reviews 
and  approves.  Must  pay  2 cent/watt  application  deposit  into  Clean  Energy  Fund 
that  is  refunded  at  completion  or  if  DED  disapproves  the  project.  Once  per  quarter 
DED  shall  publish  a list  identifying  the  amount  of  credits  receiving  initial  and 
final  approval. 

o .6  - DED  must  review  applications  within  30  days. 

DED  BCS  estimates  a fiscal  impact  to  the  state  of  negative  $50  million  per  fiscal  year 
beginning  January  1,  2016. 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $723,522  for  fiscal  year  2017,  $792,438  for  fiscal  year  2018,  and  $800,141 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
The  Division  of  Energy  (DE)  participates  in  PSC  regulatory  cases  to  evaluate  issues  from 
a formal  state  policy  and  planning  perspective  consistent  with  its  interests  in  clean, 
affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC 
related  to  energy  efficiency  and  renewable  energy.  As  such,  DE  assumes  it  would  be 
involved  in  the  implementation  of  this  provision  that  modifies  the  existing  net  metering 
and  interconnection  requirements  for  regulated  electric  utilities.  It  is  assumed  there  would 
be  a rulemaking  docket  to  set  the  process  and  details  associated  with  this  proposal. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and 
review  of  other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule 
language,  collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it 
would  monitor  and  participate  in  tariff  and  other  related  cases  where  enhanced  net 
metering  provisions  are  considered. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year,  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 


Long-range  implications 


Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

Section  386.1000  - Clean  Energy  Tax  Credit 

If  all  tax  credits  were  used  up  to  the  cap  of  $50  million  per  year,  and  with  consideration 
to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there  would  be  4,718 
residential  project  applications  and  271  commercial  project  applications  submitted  for  tax 
credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take  approximately  2 
hours  each  to  do  the  initial  review/approval  of  each  application  and  another  2 hours  to  do 
the  review  and  issuance  of  a certification  after  a project  is  completed  for  residential 
projects.  Each  of  these  would  include  clerical  time  for  input/issuing  letters/filing,  etc.  For 
larger  commercial  projects,  an  estimated  8 hours  is  anticipated  for  each  of  these  two 
steps.  See  response  above  for  detailed  tasks  required  by  the  proposal. 

18,872  hours  for  residential  applications 
4,336  hours  for  commercial  applications 
23,208  hours  total 

DE  assumes  it  will  need  a total  of  1 1 full-time  employees  to  implement  the  clean  energy 
tax  credit  and  community  solar  provisions  of  this  proposal  as  follows: 

6 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

1 - Energy  Engineer  III 

2 - Administrative  Office  Support  Assistant  (AOSA) 

• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II/III  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 


DE  also  assumes  that  the  Department  of  Economic  Development’s  existing  tax  credit 
database  will  be  used  to  track  the  applications.  Some  IT  costs  to  generate  the  necessary 
reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  a negative  impact  of  up  to  $50  million  per  fiscal  year  to  total  state 
revenue  by  creating  a new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 


taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  aggregate  amount  of 
tax  credits  cannot  exceed  $50  million  per  fiscal  year,  which  will  be  increased  of 
decreased  each  year  by  the  Consumer  Price  Index. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 


reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate  National  Renewable  Energy  Lab’s  PV 

1350  kWHr  per  year  Calculator 

3.  Annual  Peaks  Municipal  reports  to  the  Missouri 

Association  of  Municipal  Utilities 

4.  Current  City  Electric  Rates  DOE  EIA  Database  (Table  6 for  2010) 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 

Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 

6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 


Information  Source 

Proposed  Legislation 


Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  the  first 
year  clean  energy  tax  credit  cap  would  be  $50  million  per  fiscal  year.  For  subsequent 
years,  this  amount  will  change  by  the  Consumer  Price  Index  and  any  unused  portion. 
Some  versions  of  the  petitions  state  unused  portions  will  carry  over  to  subsequent  years 
for  a maximum  cap  of  $70  million  in  a fiscal  year.  Other  versions  of  the  petitions  state 
the  carryover  of  unused  clean  energy  tax  credits  shall  extend  to  subsequent  years  until 
used. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state,  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is 
any  municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides 
retail  electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 
confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
tenns  applicable  to  the  respective  intent.  Further  since  Section  386.890,  RSMo,  is  only 
applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 

Section  386.900.  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier’s  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 


Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  11 

Sec,  of  State  #174 


Proposed  Statement  of  Fiscal  Impact 
for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Version  11 

Sec,  of  State  #174 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $21  to  $63  million  depending  upon 
the  speed  of  up  to  $21 6 million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $1 .1  to  $3.3  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($22,196,429)  to 
($67,069,619) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($20,974,558)  to 
($63,381,207) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $1 ,108,571  to 
$3,349,704 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $1 ,108,571  to 
$3,349,704 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-11 

Table  9 

Tax  credit 

$0 

($25,000,000) 

($75,541 ,003) 

Income 

12- 

14 

Table 

14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$2,803,571 

$8,471,384 

Various 

14-16 

Table 

17 

Taxes  from  community  solar 
construction 

N/A 

N/A 

N/A 

Various 

subtotal  General  Revenue 
Fund 

$0 

($22,196,429) 

($67,069,619) 

5-11 

Table 

11 

Clean  Energy  Fund 

$0 

$550,442 

$1,659,596 

Application 

deposit 

12- 

14 

Table 

14 

Prop  C sales  tax  - clean 
energy 

$0 

$285,714 

$863,326 

Sales  tax 

14-16 

Table 

17 

Prop  C sales  tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Prop  C 

$0 

$285,714 

$863,326 

12- 

14 

Table 

14 

Conservation  sales  tax  - 
clean  energy 

$0 

$35,714 

$107,916 

Sales  tax 

14-16 

Table 

17 

Conservation  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Conservation 

$0 

$35,714 

$107,916 

12- 

14 

Table 

14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$28,571 

$86,333 

Sales  tax 

14-16 

Table 

17 

Parks  and  Soils  sales  tax  - 
community  solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$28,571 

$86,333 

subtotal  Other  State  Funds 

$0 

$1,221,871 

$3,688,411 

subtotal  all  state  funds 

$0 

($20,974,558) 

($63,381 ,207) 

12- 

14 

Table 

14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,108,571 

$3,349,704 

Sales  tax 

14-16 

Table 

17 

Local  Sales  Tax  - community 
solar 

N/A 

N/A 

N/A 

Sales  tax 

subtotal  Local  Funds 

$0 

$1,108,571 

$3,349,704 

Grand  Total  State  and  Local 

$0 

($19,865,987) 

($60,031,503) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits 
shall  be  $50  million  at  the  beginning  of  the  program.  The  proposal  also  provides  that  the  tax  credit  cap 
shall  be  increased  or  decreased  each  year  by  the  percentage  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S. 
Department  of  Labor,  or  its  successor  agency. 

Table  2 shows  the  CPI  values  reported  for  December  from  2000  to  2014.  The  annual  average  growth 
over  the  period  was  2.16%.  Recent  CPI  increases  have  been  lower  than  the  early  part  of  the  series  due 
to  the  most  recent  recession  and  concerted  action  by  the  Federal  Reserve  to  keep  interest  rates  low.  The 
Federal  Reserve  is  expected  to  raise  interest  rates  in  the  near  future.  This  is  likely  to  raise  CPI  inflation. 
To  ensure  a better  prediction  of  future  anticipated  CPI  the  longer  time  period  is  used  to  determine  the 
average  annual  increase. 


Table  2 

Consumer  Price  Index  (CPI-U)  History 
December  Reported 


Year 

CPI  value 

Increase 

% 

increase 

2000 

174.000 

2001 

176.700 

2.700 

1 .6% 

2002 

180.900 

4.200 

2.4% 

2003 

184.300 

3.400 

1 .9% 

2004 

190.300 

6.000 

3.3% 

2005 

196.800 

6.500 

3.4% 

2006 

201.800 

5.000 

2.5% 

2007 

210.036 

8.236 

4.1% 

2008 

210.228 

0.192 

0.1% 

2009 

215.949 

5.721 

2.7% 

2010 

219.179 

3.230 

1 .5% 

2011 

225.672 

6.493 

3.0% 

2012 

229.601 

3.929 

1 .7% 

2013 

233.049 

3.448 

1 .5% 

2014 

234.812 

1.763 

0.8% 

Avg.  annual  increase 

2.16% 

Table  3 uses  the  average  annual  growth  rate  for  2000  to  2014  to  project  the  tax  credit  cap  into  the  future. 
The  election  date  of  November  201 6 on  the  proposal  is  in  the  State's  FY  201 7.  Therefore,  FY  201 7 is  the 
base  year  for  the  $50  million  clean  energy  tax  credit  cap.  The  clean  energy  tax  credits  cap  is  estimated 
at  $50  million  for  FY  201 7,  $51 .1  million  for  FY  201 8 and  $52.2  million  for  FY  201 9. 


Table  3 

Clean  Energy  Tax  Credit  Estimate  of  Cap 


Fiscal  Year 

Clean  Energy  Tax  Credit  Cap 

FY  2017 

$50,000,000 

FY  2018 

$51,082,005 

FY  2019 

$52,187,425 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
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go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  201 6 taxes  would  be  due  on  April  15,  201 7 which  is  in  FY  201 7. 

The  provisions  of  the  act  will  go  into  effect  in  December  2016.  Paragraph  1 1 of  the  proposed  section 
386.1000  states  that  any  taxpayer  verified  by  the  Department  of  Economic  Development  to  have 
commenced  a clean  energy  resource  project  in  calendar  year  201 6 and  otherwise  complied  with  the 
provisions  shall  be  deemed  eligible  for  the  tax  credit.  This  allows  for  the  Department  of  Economic 
Development  to  include  projects  in  201 6 before  its  processes  are  in  place.  Paragraph  1 5 of  the  proposed 
section  386.1 000  provides  that  the  Department  of  Economic  Development  shall  issue  rules  necessary  to 
administer  the  act.  In  addition,  paragraph  8 gives  the  Department  of  Economic  Development  45  days  to 
notify  an  applicant  of  approval  after  the  application  is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  FY  201 7 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  2017.  Tax  credits  issued  between  April  15  and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201  7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  project  with  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through 
amended  returns  or  through  CY  2017  taxes  paid  in  FY  2018. 

Paragraph  2 of  the  proposed  section  386.1000  provides  for  the  carryover  of  any  unused  clean  energy  tax 
credit  authority  until  it  is  used.  If  the  Department  of  Economic  Development  is  slow  to  issue  clean  energy 
tax  credits  in  FY  2017  at  the  beginning  of  the  program  then  the  unused  authority  of  the  cap  carries  over  to 
FY  201 8.  Table  4 shows  what  the  FY  201 8 clean  energy  tax  credit  cap  would  be  if  all  of  the  FY  201 7 tax 
credit  authority  provided  carries  over  - $1 01 .1  million.  This  does  not  mean  that  the  State's  general 
revenue  fund  collections  would  be  affected  by  $1 01 .1  million.  Clean  energy  construction  of  $288.8  million 
would  be  necessary  to  qualify  for  the  entire  $101.1  million  in  tax  credits. 


Table  4 

FY  2018  Tax  Credit  Cap  with  FY  2017 
Possible  Carryover 


Fiscal  Year 

FY  201 8 

Original  cap 

$51,082,005 

Carry  over  from  previous  year 

$50,000,000 

Total 

$101,082,005 

Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  5).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 
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any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 


All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  2 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  201 5.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.1  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.2  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.3  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.4 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  CY 
201 6 solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November 
2016.  Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first 
affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State 
Auditor's  Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
2 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.5  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  5 of  the  proposed  section  386.1000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  5 shows  that  there  would  be  a $122 
application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  5 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.6  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
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indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  6 projects  residential  solar  project  costs.  Projections  are  made  to  CY  201 7 since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  6 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  6 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  7 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 


Table  7 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  8 then  projects  the  $2,488/kW  2015  Q1  cost  to  CY  2017  since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  8 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 
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Table  8 

Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• estimates  of  $50  million  in  FY  201 7 and  $51 .1  million  in  FY  201 8 clean  energy  tax  credits  in 
accordance  with  paragraph  2 of  the  proposed  section  386.1 000.  The  FY  201 8 clean  energy  tax 
credit  limit  may  be  higher  depending  on  any  unused  authority  that  is  carried  over  from  FY  201 7. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $18,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.7 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3. 8 

• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.9 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.10 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.11 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.12 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 
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In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.13  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 14  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

Table  9 shows  two  possible  alternatives  estimating  the  effect  on  FY  2018. 

• Construction  leading  to  use  of  half  the  available  FY  2017  tax  credits  ($25  million)  - These  tax 
credits  would  cover  any  CY  201 6 clean  energy  construction  allowed  under  paragraph  1 1 of  the 
proposal  and  any  CY  2017  clean  energy  construction  that  qualifies  for  FY  2017  tax  credits  that 
the  Department  of  Economic  Development  could  process  by  the  end  of  CY  2017  in  order  to  affect 
FY  201 8 state  tax  collections.  It  is  assumed  that  the  Department  of  Economic  Development 
would  most  likely  issue  such  tax  credits  during  the  last  half  of  CY  2017  after  its  processes  are  in 
place.  Table  10  shows  that  total  of  $71 .4  million  in  construction  would  be  required  to  generate 
$25  million  in  tax  credits.  Residential  construction  of  $28.6  million  (assuming  40%  of 
construction)  would  result  in  $1 0.0  million  in  tax  credits.  Commercial  construction  of  $42.9  million 
(assuming  60%  share  of  construction)  would  result  in  $1 5.0  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  FY  201 7 tax  credits  and  half  of  the  FY  201 8 tax 
credits  ($75.5  million)  - These  tax  credits  would  cover  any  CY  2016  clean  energy  construction 
allowed  under  paragraph  1 1 of  the  proposal  and  any  CY  201 7 clean  energy  construction  that 
qualifies  for  FY  2017  tax  credits  that  the  Department  of  Economic  Development  could  process  by 
the  end  of  CY  201 7 in  order  to  affect  FY  201 8 state  tax  collections.  It  is  assumed  that  even  the 
Department  of  Economic  Development  would  most  likely  issue  such  tax  credits  during  the  last 
half  of  CY  2017  after  its  processes  are  in  place  that  the  department  would  be  able  to  authorize  all 
of  the  FY  201 7 credits  and  half  the  FY  201 8 credits.  Table  10  shows  that  a total  of  $215.8 
million  in  construction  would  be  required  to  generate  $75.5  million  in  tax  credits. 
Residential  construction  of  $86.3  million  (assuming  40%  of  construction)  would  result  in  $30.2 
million  in  tax  credits.  Commercial  construction  of  $1 29.5  million  (assuming  60%  share  of 
construction)  would  result  in  $45.3  million  in  tax  credits. 


Table  9 

FY  2018  Tax  Credit  Effect  - Possible  Range 


Fiscal  Year 

Low  ranae 

Hiaher  ranae 

FY  201 7 credits 

$25,000,000 

$50,000,000 

FY  201 8 credits 

$0 

$25,541,003 

Total 

$25,000,000 

$75,541,003 
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Table  10 

Number  of  Projects  - Low  Range  v Higher  Range 


Low  Range 

Higher  Range 

Tax  credits  estimate 

$25,000,000 

$75,541 ,003 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$71,428,571 

$215,831,436 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$10,000,000 

$30,216,401 

Commercial 

$15,000,000 

$45,324,602 

Total  amount  by  type 

$25,000,000 

$75,541 ,003 

Construction  value  bv  tvoe  of  construction 

Residential 

$28,571,428 

$86,332,574 

Commercial 

$42,857,143 

$129,498,862 

Total  amount  by  type 

$71,428,571 

$215,831,436 

Cost  of  solar  projects  per  proiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  Table  10  shows  a total  of  1 ,651  projects  would  be 
constructed  at  the  low  range  of  the  tax  credits  (1 ,561  residential,  90  commercial).  A total  of  4,989 
projects  would  be  constructed  at  the  higher  range  of  the  tax  credits  (4,718  residential,  271  commercial). 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.15 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.16  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.17 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 18 

• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.19 
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• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."20 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.6 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Lower  Range 

Higher  Range 

# of  oroiects 

Residential 

1,561 

4,718 

Commercial 

90 

271 

Total  amount  by  type 

1,651 

4,989 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$190,442 

$575,596 

Commercial 

$360,000 

$1,084,000 

Total  amount  by  type 

$550,442 

$1,659,596 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  27.5  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  2.8%  of 
the  1 ,000  MW  goal.  A total  of  83.0  MW  would  be  added  in  solar  capacity  as  a result  of  projects 
equivalent  to  all  the  available  tax  credits  which  would  be  8.3%  of  the  1 ,000  MW  goal. 
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Table  12 

Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

1,561.0 

4,718.0 

Commercial 

90.0 

271.0 

Total  amount  by  type 

1,651.0 

4,989.0 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

9,522.1 

28,779.8 

Commercial  (200  kW/project) 

18,000.0 

54,200.0 

Total  amount  by  type 

27,522.1 

82,979.8 

MW  aenerated  bv  construction 

Residential 

9.5 

28.8 

Commercial 

18.0 

54.2 

Total  amount  by  type 

27.5 

83.0 

% of  1 ,000  MW  goal  achieved 

2.8% 

8.3% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  1 0%.  It  is  assumed  that  1 5%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  components 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $2.8  million  to  $8.5  million  in  FY  201 8.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.4  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .1  million  to  $3.3  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Low  Range 

Higher  Range 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$71,428,571 

$215,831,436 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$25,000,000 

$75,541,003 

Materials  and  local  materials 

$28,571,428 

$86,332,574 

Profit 

$7,142,857 

$21,583,144 

subtotal  by  taxable  type 

$60,714,285 

$183,456,721 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,500,000 

$4,532,460 

Materials  and  local  materials  - Sales/Use  Tax 

$857,143 

$2,589,977 

Profit  - General  Revenue  Corporate  Tax 

$446,429 

$1 ,348,947 

subtotal  GR 

$2,803,571 

$8,471,384 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$285,714 

$863,326 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$35,714 

$107,916 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$28,571 

$86,333 

subtotal  State  Taxes 

$3,153,571 

$9,528,958 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,108,571 

$3,349,704 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$4,262,143 

$12,878,662 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  1 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.22 

Community  Solar  Act  - Applies  to  Versions  1 0,  1 2,  1 3,  1 4,  1 6,  and  1 8 

The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 

Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 

Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  15  shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 

The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1 000.  In  Table  1 2 above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 2.8%  low  range  and  8.3%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  14.1  MW  of  added  community  solar  capacity  would  be  created  which  would  require  71  projects  of 
200  kW.  At  the  higher  range  41 .9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  209  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $34.0  million  in 
construction  spending.  The  higher  range  results  in  $100  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

2.8% 

8.3% 

Added  capacity  - MW 

14.13 

41.88 

Added  capacity  - kW 

14,126.56 

41,875.16 

# projects  at  commercial  200  kW  per  project 

71 

209 

Construction  cost  - commercial  project  per  200  Kw  project 

$478,400 

$478,400 

Construction  value 

$33,966,400 

$99,985,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $1 .3  million  to  $3.9  million  in  FY  201 8.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.5  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$33,966,400 

$99,985,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$11,888,240 

$34,994,960 

Materials  and  local  materials 

$13,586,560 

$39,994,240 

Profit 

$3,396,640 

$9,998,560 

subtotal  by  taxable  type 

$28,871 ,440 

$84,987,760 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$713,294 

$2,099,698 

Materials  and  local  materials  - Sales/Use  Tax 

$407,597 

$1,199,827 

Profit  - General  Revenue  Corporate  Tax 

$212,290 

$624,910 

subtotal  GR 

$1,333,181 

$3,924,435 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$135,866 

$399,942 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$16,983 

$49,993 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$13,587 

$39,994 

subtotal  State  Taxes 

$1,499,617 

$4,414,364 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$527,159 

$1,551,777 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$2,026,775 

$5,966,141 
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Net  metering  bills  - Applies  to  Versions  10,  11,  12,  13,  14,  17  and  18 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  14  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  14 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state. 
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Edward  D,  Greim  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 
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Graves  Garrett  llc 

Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $ 100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  infonned  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single -hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 
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Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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$/kW  Installed  Cost 
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Solar  Capacity  Factor 
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Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $300  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  oe  State 
State  oe  Missouri 


Elections  Division 
(573)751-2301 


December  1 7,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


i/0-I73 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  10  (2016-173) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  Is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  Volga  address  and 

the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name.  C3  -j-i 

f'i  5*  •— « » C ) 

fM..  cr>  rn 

(Official  Ballot  title]  *•'»  '•  -p 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COU  NTY  OF . 


NAME 

(Signature) 


DATE 

SICNED 


.being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 


CONGR. 

D1ST. 


NAME 

(Printed  or  Typed) 


signed  this  page  of  the  fomgning  petiticn,  nnd  «»ch  of  them  signed  hi,  or  her  name  thereto  in  ray  presence;  1 believe  lhat  end.  has  stattd  his 
or  her  name,  registeied  voting  address  and  city,  town  or  village  correnly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missonn 
and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street  City,  State  & Zip  Code) 


Subscribed  and  sworn  to  before  me  this day  of. 

Notary  Public  (Seal) 


, A.D.  201 • 


Signature  of  Notary 


My  commission  expires . 


Address  of  Notary  (Street  City,  State  & Zip  Code) 


16-193 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900, 386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  the  “Clean  Energy 
Independence  and  Investment  Act  of  2016”. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric- 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or | the  governing  body  for  the  supplierl other  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier , and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  metei  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  foi 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  eneigy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( I ) of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  (the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierl other  utilities!  shall,  by  rule  or  equivalent 
formal  action!  by  each  respective  governing  body |: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establisli  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 


7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1 ) of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  sJSuppliers  shall  submit  1 the  same|  an  annual  net 
metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a consumer 
of  the  supplier  upon  request,  including  the  following  information  lor  the  previous  calendar  year. 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  [The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional , then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.1  The  governing  body  of  a supplier  [rural  electric  cooperative  or  municipal  utilityl  shall|, 
within  nine  months  of  January  1 , 2008,1  adopt  policies  establishing  a simple  contract  to  be  used 
for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
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shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .  | JLO.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | JJLThe  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. j  12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.  | FT  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.)  15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.1  J_6,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  I . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 
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(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  a source  listed  in  paragraphs  (a)  through  (dl  of 
this  subdivision:  or 

( f)  Other  sources  of  cue  rgyj  hat  become  availabl  e after  January  1,20 17,  an  d a re  certified  as 
clean  by  the  department. 


(3)  "Commission",  the  public  service  commissi  on  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 


(a)  Is  powered  by  a clean  energy  resource  or  micro  CUP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  c urrent; 

(cl  Is  located  on  a premises  owned,  operated,  leased , or  otherwise  controlled  by  the  customer- 
generator; 

(dl  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  elcctiic 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  I si  ntended  pri  marilv  to  offset  part  or  all  of  the  customer-generator's  ownjdectrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  iinercH)nnecjicin,_aiuLj^MtbilLty^taiKlai'ds 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety. Code,. the  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories  jhe_FederaLEnergy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  I low  of 
electricity  back  onto  the  supple  ^tricitv  lines  in  the  event  that  service  to  the  customer: 

generator  is  interrupted ; 

(51  "Department",  t he  department  of  natural  resources; 

(6)  “Micro  CHP" ^combined  heat  and  power  or  cogeneration  systems. that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated,  system  with  a nameplate  rated 
capacity  equaUo_orjower_than  130  kilowatts,  measured  _i  n al  te.rnatjng^urrent; 

(7)  yNe!  excess  energy”,  the  amount  of  energy  jyxpressed  in_kilpwatt  hours  deli  vered  by_a 
customer-generator  to  a supplier  that  exceed_sjhe  amount  of  energy  deJLvered  by  thesupplierk) 
the  c ustome r- generator  over  a sj nglgbi  1 lingpcriod; 

(81  "Net  metering",  using  metering  equipment  .sufficient  to  mea.surejhe  (hlleren.ee  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  aii^the  ejectnad 
ftnprgy  supplied  hv  the  customer-generator  to  the  retai.Lelectric  supplier  oveHh_e_appl icable 

billing  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  1 1 t a t provides  retail  elec t r ic  service  in  this  state. 

3.  A retail  electric  supplier  shall : 

( 1)  Make  net  metering  available  to  customer-generators  on  a fi rst-come.  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  fora  municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electri cal  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator:  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator’s  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  i nstall  the  necessary  additional  cqui pment,  unless  the  commission  or  governing  body  makes 
a determination  that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional 
distribution  equipment.  If  the  commission  determines  the  customer-generator  is  the  only 
customer  benefiting,  such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably 
i ncurred  equipment  expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be 
initially  paid  for  by  the  retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a 
reasonable  interest  charge  may  be  recovered  from  the  customer-generator  over  the  course  of  up 
to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( I ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
i neasu  res  the  amount  of  el  e c t r i cal  energy  produced  and  consumed,  or  by  cm  ploy  i ng  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity: 
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(2)  If  the  electricity  sii ppli ed  by  the  supplier  exceeds  t he  electricity  generated  by  the  customer- 
generator  during  a bill i n g period s J he  customer-generator  shall  be  billed  for  the  net  el ectri city 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  gene  rated  by  the  customer-ge  iterator  exceeds  the  electrici  ty  su  ppli  ed  by  the 
su pplier  during  a billing  pe riod.  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  subsequent  March  billi ng  period 
or  when  the  customer-generator  disconnects  service  or  otherwise  terminates  the  net  metering 
relationship  with  the  supplier; 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  jiupplyingjdertxic 
energy  to  the  retail  electric  supplier,  at  the  option  ot  thejetajj  electric  supplier!  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  (11  Each  qualified  electric  energy  generation  unit  used  by  a ciistomer-_generatoi\shall  meet_alj 
applicable  safety,  performance,  interconnection,  and  reliability  standards  estabLishgd  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  Naticniaj  EleclTlail  Safefy  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge , oxpt her  rebuke mejn  not  specifically, 
a uthorized  by  this  sect  ion  or  the  rules  promul  gated  under  su  bsection  9 of  this  section  un  Icssjhe 
lee , charge,  or  other  requirement  would  apply  to_sjmLlarly  situated  customers  vyhgjirejiot 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easjly  accessible  device_or  feature  located 
in  immediate  proximity  to  the  customer-generator's  nyet_ering_eqmpm_ej^ 
utility  worker  the  ability  to  manually  and  instantly  disconnect  though  from  the,  uti  1 i ty's  efectric 

distribution  syste m ; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customerigenerator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( 1 ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment^  purchase  additional 
1 iability  insurance  beyond  what  is  required  under  subdfy ision  ( 1)  of  this  subsection  and 
subsection  4 of  this  section; 

(31  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission_for  public 
utilities  and  the  governing  body  for  other  utilities  shall , by  rule. 

(al  Set  forth  safety,  p e r f o in  j n ce^n  d_re  1J  abj J i 3 y a n cl  a r cl  s^ajicLxe  q ujre  iricnt  a 1 1 c I 

(b)  Establish  the  Qualifications  for  exemption  from  a requirement Jo^instal I additional  coiitrols, 
perform  or  pay  for  additional  tests  or  distribution  equipment^  liability 

insurance. 

7.  (11  Applications  bv  a customer-generator  for  interconnection  of  a qualified  eLectnc_energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  tothe 
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distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
q ualified  professional  electrician  or  engineer  that  the  install alion  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retai I electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
gene  rat  ion  un  i t is  installed  and  meets  the  req  uirements  of  this  section. 

(2)  U pon  t he  change  in  ownersh i p of  a q ualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

<S.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) T lie  total  number  of  customer-generator  facilities: 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators:  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9,  The  commission  shall  by  June  1 . 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  intercon  nection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  I ess , 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request . simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  jn  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseyerablc 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  June  1.2017,  shall  be 
invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  co  n tract  to  be  used  for  interconnection  and  net  meterii  ig.  For  systems  of  one  bund  red 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 L For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  un  it  of  a customer-generator  or  the  interconnec  tion  thereof,  the  retail  electric  su  pplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fa u I t on  the  part  of  the  supplier. 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
w h o be! j eves  th at  the  seller  of  any  electric  generation  un it. is  misrepresent! ng  t he  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  s tipplte r shall  be  recoverable  in  that 
util i tv's  rate  structure. 

1 5.  No  consumer  shall  connect  or  operate  an  electric  ucneration  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier ithata.1.1 
of  the  requirements  under  subdivision  (1)  of  subsection  7 ol  this  section  have  been  met,  for  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnegt 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a eustomcr^generator  may_be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  ol 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 

m isrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  ueneration  unit  oljLcu.^jper^eneratop 

386.910.  I .This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shaljopen  a docket  and  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  alloyving  customersjo 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaje^jgctncj^penitip_n  facility  with  a 
capacity  of  between  one  hundred  and  one  thousand  kilovyatts,  measured  in  al ternati ngjanrent, 
that  allows  live  or  more  customers  of  an  electrical  corporation  tooffset  their  energy  usage_with 
solar  energy  and  such  facility  is  located  within  jhejyiissouri  service  territpryof  the  electrical 
corporation  where  such  customers  have  one  or  more  electrical  accounts,.  For  the_purposes_of 
this  section , an  electrical  corporation  is  as  defined  in  386,020. 

3 . The  n^oreoated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  tji_nn  kinr  percent  pi  the  electrical 

c orporation's  single-hour  peak  load  during  the  previous^afg nd ar  year,  and  such  capacity  ol 
rnmmimity  solar  facilities  shall  not  count  towards  the_system^vicLe_net  metering  cap.definetLm 
c.,h^rrjnn_jjTspction  386.900.  Electrical  corporatignsjhaJj.be _ailgwe_dlg^mPXQBerate 
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community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  an  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation’s  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
faci I i ties,  t he  commission  shall  open  a docket  to  determi ne  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
f oil r percen t , or  adj ust  the  percentage  cap  of  electrical  corporations  owning  community  sola r 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4,  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation . the  energy  generated  by  such  community  solar  facility  shall  be  provided  to_  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  as  provided  in  subsection  5 of  this  section. 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
comm  uni  tv  sol  a r facility  owner  or  operator.  Allocated  bi  1 1 credits  shall  be  set  at  a commu  n ity 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
val ue  of  bi  1 1 credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
including  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
total  bill.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  fora  period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall : allow  electrical  corporations  to  recover 
costs;  pro v i de  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2 of  this  section;  and  provide  options, 
which  may  include  financial  incentives,  to  encourage  low-income  participation. 

7,  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
u nder  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  aim ul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  the  effective  date  of  this  section,  shall  be  invalid  and  void. 

386,1000.  I.  For  all  tax  years  beginning  on  or  after  January  1 , 2016.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project_sjialj_recejvg  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit",  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
1 43 . 1 91  to  143.265.  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed_ong 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4 of  this  section. 

2.  The  department  of  economic  development  shall  cert ify  when  the  tax  credits  provi ded  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  ofadditional  cleancncrgy  generation  re  so  u rc  e s i n sta  1 1 c du  si jigt  a xcred  i t s under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  thejnibljc^and.  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 20221_thejiiithorizationjo 
issue  additional  clean  energy  tax  credits  shall  sunset, 

3 . “Clean  energy  resource  project”  shall  be  defined  as  a_project  producin^_el^trica4mtergy  from 
a clean  energy  resource  as  defined  in  section  386.900  orjMher  technology  eligible  tor  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  anv  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  i n the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  _forJhe  production  ot_a  clean  energy 
resource  project  that  is  tangible  personal  property , or  othej4angibLe_property_iLsuch  property  _is 
used  as  an  integral  part  of  the  clean  energy  resource  Prtd^ct  installation,  a_ndshajj  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating_the_slate  tax^edit,  shall  noLe_xceed_thiee 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  pro|ectg_and 

an  equivalent  amount  for  other  clean  energy  resource_projects  m e a s u red_in_ a 1 1 c r n a ti n g c i irren 1 4f 
the  total  pjgject  costs  exceed  three  dollars  per  watt ,.the_basjs_el i gi ble  for  the^tejajLgJ^iiijiMl 
nonetheless  be  I inti  ted  to  t h ree  dollars  per  watt . 

tllis  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri -based  portion  of  revenue  of  rclaiLeicctricjjuppliers,  asjjefined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  Ihejyajue  of  electricity  used,  m Missouri  sha]] 
he  determined  bv  the  commission  based  on  availablereporLs,  including  FERC  Form,.NiimMLLas 
allowed  by  18  CFR  § 14 1 or  an  equivalent  as  determined  by  the  commission ,j)f  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenne^or  the  preceding  yearor  mostcui  rent 
reporting  period  as  determined  bv  the  commission.  The  conunissieny shallpubhsh  the.yalue_of 
electricity  used  in  Missouri  tojlie  public  and  depart.nciit  oreconomic  deyelopnieot  within  forty; 
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five  days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each 
fiscal  year. 

5 . flic  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  ki lowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  sepa  rate  from  the  genera  I re  veil  ue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  fora  purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  u nexpended  balances  of  sue h moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  arc  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
e fficient  administration  of  the  clean  energy  tax  credi t p rogram  created  under  t It i s section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received , with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Fnergy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  The  taxpayer  may  request  a refund  of  the  application  deposit;  however,  any 
refunds  of  the  deposit  for  an  application  shall  cause  such  application  to  lose  its  spot  in  the 
priority  queue.  If  the  taxpayer  wants  to  maintain  its  position  in  the  priority  queue,  the  application 
de posit  shall  be  retained  i n the  Clean  Energy  Fund  u mil  completion  of  the  project.  At  least  once 
per  quarter,  the  department  of  economic  development  shall  publish  a list  identifying  the  amount 
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of  tax  credits  receiving  initial  approval  and  final  approval  Tor  each  fiscal  year  and  the  amount  of 


tax  credits  reserved  for  future  years,  if  applicable. 


8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  ap plication  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest: 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utili ty  provider,  the  esti mated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval. 

9.  Disapproved  applications  shall  lose  priority  in  the  review  process.  If  an  application  is  removed 
from  the  review  process,  the  department  of  economic  development  shall  notify  thejaxpayer  in 
writing  of  the  decision  of  its  intent  to  disapprove  and  to  remove  such  application.  I he  taxpayer 
shall  have  one  opportunity , not  to  exceed  ten  days  of  notification  of  intent  to  disapprove^  to 
correct  any  deficiencies  in  the  i nitial  application  without  losing  its  priority  before  becoming 
disapproved.  A disapproved  application,  which  is  removed  from  the  review  process^ may  be 
resubmitted,  but  shall  be  deemed  to  be  a new  submission  for  purposes  of  the  p rj orjty  procedures 
described  in  th is  section. 

10.  If  the  department  of  economi  c d evelopment  dee  ms  the  a pplication  su  f j i cient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  ol  tax  credits  in  accordance  with  this 
section  w i 1 hi n forty-.fi ve  days  of  the  i n i tial  application.  Such  approvals  shall  be_.granted  to 
applications  i n the  order  of  priority  established  under  subsection  7 of  th  insect  kirn 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approyaLfor  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  suHicient  that  when  totaled  with  all  other 
a pprovals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  su bm i tted  for  initial  approval  shall  be 
notified  bv  the  department  of  economic  development  that  the  maximum  amount. of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  availablejhe 
department  of  economic  develo pmen t shall  continue  to  review  a p p lications_d uringj lie  fiscal  yea r 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  I iscal  year. 
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12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  dean  energy 
resource  project  within  niiie  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  approval  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification,  from 
a local  permitting  authority  is  available  then  a professional  engineer  slial I certify  the  instal [at ion 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayerjias  failed  to  comply  with  the  requirements  provided  under  this  section , the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  su bmit  a new  appl  ication  for  the  project . 


1 3.  For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  5 
within  calendar  year  20 1 6 shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

1 4.  To  claim  the  tax  credit  authorized  under  t hi s section,  a taxpayer  with  i n itial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development , which  shall  determi ne  the  total  amount  of  eligi bl c costs  for  the  clea n 
e nergy  resource  project.  The  taxpayer’s  final  approval  application  shall  i nclude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  a tax  credit  certificate  within 

t h i rty  days  of  receivi  ng  the  fi  nal  approval  application  .The  taxpayer  shal  I attach  the  certificate  to 
a 1 1 M issouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  the  credit  under  subsection  14  of  this  section  exceeds  the  taxpayer’s  total  tax 
liability  for  the  year  in  which  the  clean  energy  resource  installation  is  placed  in  service,  the 
amount  that  exceeds  the  state  tax  liability  may  be  carried  back  to  any  of  the  three  preceding  years 
and  carried  forward  for  credit  against  the  taxes  imposed  pursuant  to  chapter  143  and  chapter  148 , 
except  for  sections  1 43.19 1 to  143.265  for  the  succeeding  ten  years,  or  u util  the  full  credit  is 
used,  whichever  occurs  first.  Taxpayers  eligible  for  such  tax  credits  may  transfer,  sell  or  assign 
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the  credits  with  assignee  retaining  the  same  carryback  and  carryforward  rights  contained  in  this 
subsection.  The  assignor  of  tax  credits  shall  perfect  such  transfer  by  notifying  the  department  of 
economic  development  in  writing  within  thirty  calendar  days  following  the  effective  date  of  the 
transfer  and  shall  provide  any  information  as  may  be  required  by  the  department  of  economic 
development  to  administer  and  carry  out  the  provisions  of  this  section.  The  state  tax  credit  shai I 
not  be  subject  to  reca pture  p revisions.  For  financial  insti tutions.  credits  at 1 1 horized  p ursu a n t to 
this  section  shall  be  deemed  to  be  economic  devel o pment  credits  for  purposes  of  section 
148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 

i n which  the  clean  ene rgy  resource  project  is  com pleted.  In  the  even 1 1 he  amou n t of  eli» i ble  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  subsections  10  or 
1 1 of  this  section,  such  taxpayer  may  not  apply  to  the  department  lor  issuance  of  tax  credits  in  an 
amount  equal  to  such  excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application 
approval  letter  received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-173) 


Subject 

Initiative  petition  from  Andy  Zellers  regarding  a proposed  amendment  to  Chapter  386  of 
the  Revised  Statutes  of  Missouri.  (Received  December  17,  2015) 


Date 


January  6,  2016 

Description 

This  proposal  would  amend  Chapter  386  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Public  Service  Commission. 

Mark  R.  Reading  provided  infonnation  to  the  State  Auditor's  Office  as  a proponent  of 
this  initiative  petition. 


Edward  D,  Greim  of  Graves  Garrett  LLC  provided  information  to  the  State  Auditor's 
Office  as  an  opponent  of  this  initiative  petition. 


Brent  Stewart  of  Association  of  Missouri  Electric  Cooperatives  provided  information  to 
the  State  Auditor's  Office  as  an  opponent  of  this  initiative  petition. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  (DED)  provided  the 
following  information: 

The  Division  of  Energy  (DE)  indicated  this  petition  will  result  in  increased  operating 
expenses  of  $758,642  for  fiscal  year  2017,  $827,781  for  fiscal  year  2018,  and  $835,826 
for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
The  Division  of  Energy  (DE)  participates  in  PSC  regulatory  cases  to  evaluate  issues  from 
a formal  state  policy  and  planning  perspective  consistent  with  its  interests  in  clean, 
affordable,  abundant  energy,  and  its  efficient  use.  DE  is  active  in  cases  before  the  PSC 
related  to  energy  efficiency  and  renewable  energy.  As  such,  DE  assumes  it  would  be 
involved  in  the  implementation  of  this  provision  that  modifies  the  existing  net  metering 
and  interconnection  requirements  for  regulated  electric  utilities.  It  is  assumed  there  would 
be  a rulemaking  docket  to  set  the  process  and  details  associated  with  this  proposal. 
Rulemaking  cases  before  the  PSC  may  be  open  for  a year  or  more  and  include  several 
full-day  workshops.  DE  staff  would  participate  in  the  workshops,  monitor  filings  and 
review  of  other  parties’  proposals,  research  best  practices  and  develop  proposals  and  rule 
language,  collaborate  with  other  interested  parties,  and  file  comments.  DE  assumes  it 
would  monitor  and  participate  in  tariff  and  other  related  cases  where  enhanced  net 
metering  provisions  are  considered. 

Section  386.910  - Community  Solar  Act 

DE  assumes  it  would  be  involved  in  the  implementation  of  the  Community  Solar  Act 
provisions.  It  is  assumed  there  would  be  a rulemaking  docket  to  set  the  process  and 
details  associated  with  this  section.  Rulemaking  cases  before  the  PSC  may  be  open  for  a 
year  or  more  and  include  several  full-day  workshops.  DE  staff  would  participate  in  the 
workshops,  monitor  filings  and  review  of  other  parties’  proposals,  research  best  practices 
and  develop  proposals  and  rule  language,  collaborate  with  other  interested  parties,  and 
file  comments.  DE  assumes  it  would  monitor  and  participate  in  tariff  and  other  related 


cases  where  community  solar  facilities  are  established  for  purposes  of  determination  of 
eligibility  and  certification  under  the  Missouri  Renewable  Energy  Standard  (RES).  DE 
assumes  this  provision  would  result  in  additional  RES  certifications  that  would  need  to  be 
performed. 

Section  386.1000  - Clean  Energy  Tax  Credit 

DE  is  required  to  administer  the  Clean  Energy  Fund  created  by  this  section  and 
promulgate  rules  to  implement  the  Clean  Energy  Tax  Credit.  The  proposal  requires  DE  to 
receive  applications  and  deposits,  review  and  initially  approve  applications  and  required 
information  within  30  days,  review  final  approval  applications,  issue  certificates  and 
provide  notifications,  refund  deposits  for  completed  and  disapproved  projects,  at  least 
quarterly  publish  a list  of  the  amount  of  tax  credits  initially  and  finally  approved  for  each 
fiscal  year  and  amounts  reserved  for  future  years,  notify  individual  applicants  of 
disapproved  applications  and  approval  within  specified  timeframes,  notify  applicants  if 
the  maximum  amount  of  credits  authorized  have  been  allocated  for  the  fiscal  year,  and 
grant  three-month  extensions  if  needed  for  project  completion  with  additional  deposit 
payments. 

Long-range  implications 

Fiscal  impacts  associated  with  the  Clean  Energy  Tax  Credits  could  continue  until  June 
30,  2022.  The  authorization  for  the  tax  credit  would  sunset  sooner  if  the  1,000  megawatt 
limit  is  reached.  Economic  benefits  associated  with  construction  of  solar  facilities  would 
also  have  long-range  implications. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

Section  386.900  - Enhanced  Net  Metering  and  Easy  Connection  Act 
For  purposes  of  this  fiscal  note,  DE  assumes  it  would  be  involved  in  the  PSC  rulemaking 
and  related  cases  to  implement  this  provision  but  could  do  so  with  existing  resources. 
However,  there  could  be  a cumulative  fiscal  impact  to  DE  if  multiple  provisions  related 
to  PSC  regulatory  issues  pass  due  to  DE’s  involvement  in  such  cases. 

386.9 10-Community  Solar  Act 

The  RES  requires  investor-owned  utilities  in  Missouri  to  either  produce  green  power  or 
purchase  Renewable  Energy  Certificates  (RECs)  for  compliance.  One  REC  represents  1 
megawatt-hour  (MWh)  of  electricity  generated  from  an  eligible  renewable  energy 
resource.  The  in-state  renewable  energy  generation  can  receive  a multiplier  of  1.25  for 
RES  compliance  purpose.  DE  has  statutory  authority  to  certify  eligible  renewable  energy 
resources  before  RECs  associated  with  those  renewable  energy  resources  can  be  used  for 
RES  compliance.  DE  does  not  charge  any  certification  fees. 

A community  solar  facility  is  defined  as  a solar  photovoltaic  facility  with  a capacity  of 
100-1000  kilowatts  (kW)  under  this  section.  DE  anticipates  that  enactment  of  a tax  credit 
in  Section  386.1000,  RSMo,  will  result  in  an  increase  in  community  solar  facilities 
constructed  and  that  in-state  community  solar  facilities  will  request  DE  to  certify  their 


renewable  energy  resources/projects  for  the  purpose  of  generating  additional  revenue 
from  REC  sales.  DE’s  review  primarily  focuses  on  environmental  impacts  of  renewable 
electric  generation  facilities  on  air,  water  or  land  use.  The  actual  staff  time  spent  on  each 
application  varies  from  one  project  to  another.  Solar  photovoltaic  facilities  with  a larger 
capacity  typically  require  more  staff  time  for  reviewing  their  third-party  environmental 
impact  assessments  in  addition  to  verifying  applicable  environmental  permits.  Staff  time 
will  be  also  needed  for  data  requests  and  discussion,  data  collection,  database 
management,  report  production  and  website  maintenance. 

Current  average  staff  time  to  review  and  certify  renewable  energy  facilities  ranges  from  2 
hours  for  small  projects  of  a few  hundred  kW  and  8-10  hours  for  larger  projects  of  a few 
hundred  kW  to  1000  kW.  It  is  assumed  that  small  projects  will  account  for  two-thirds  of 
the  total  community  solar  facilities  and  one -third  will  be  larger  projects.  The  weighted 
average  of  staff  time  (based  on  2 hours  for  smaller  projects  and  8 hours  for  larger 
projects)  is  4 hours  (calculation:  2*{2/3}+8*{l/3)}).  The  number  of  projects  at  the 
assumed  200  kW  ranges  from  71  to  209  if  the  full  amount  of  tax  credits  are  used  (Source: 
Mark  Reading).  By  multiplying  the  average  staff  time  of  4 hours,  the  annual  staff  time 
will  range  from  284  to  836  hours.  For  purposes  of  this  fiscal  note,  DE  assumes  it  could 
implement  the  provisions  of  this  section  with  staff  requested  to  implement  the  clean 
energy  tax  credit  in  Section  386.1000,  RSMo  (see  below). 

Section  386.1000  - Clean  Energy  Tax  Credit 

Retail  sales  of  Missouri’s  utilities  totaled  $7.6  billion  in  2014  (Source:  Mark  Reading; 
U.S.  DOE/EIA).  If  all  tax  credits  were  used  up  to  the  cap  of  1%  of  the  annual  statewide 
Missouri  revenue  of  Missouri’s  retail  electric  suppliers  (approximately  $76  million/year), 
and  with  consideration  to  the  estimated  cost  and  size  of  the  projects,  it  is  estimated  there 
would  be  4,933  residential  project  applications  and  283  commercial  project  applications 
submitted  for  tax  credit  reviews  (Source:  Mark  Reading).  DE  assumes  that  it  would  take 
approximately  2 hours  each  to  do  the  initial  review/approval  of  each  application  and 
another  2 hours  to  do  the  review  and  issuance  of  a certification  after  a project  is 
completed  for  residential  projects.  Each  of  these  would  include  clerical  time  for 
input/issuing  letters/filing,  etc.  For  larger  commercial  projects,  an  estimated  8 hours  is 
anticipated  for  each  of  these  two  steps.  See  response  above  for  detailed  tasks  required  by 
the  proposal. 

19,732  hours  for  residential  applications 

4,528  hours  for  commercial  applications 

24,260  hours  total 

To  implement  this  provision,  DE  assumes  it  will  need  a total  of  12  full-time  employees 
(FTE)  (including  a portion  of  an  FTE  to  implement  Community  Solar  provisions,  Section 
386.910,  RSMo)  as  follows: 

8 - Energy  Specialist  I/II 
2 - Energy  Engineer  II 

2 - Administrative  Office  Support  Assistant  (AOSA) 


• Energy  Specialist  I/II  - Professional  level  staff  to  review  the  renewable  energy  project 
applications  and  to  complete  project  evaluation  activities. 

• Energy  Engineer  II  - Professional  staff  with  expertise  in  engineering  aspects  of 
renewable  energy  projects  to  review  the  technical  aspects  of  the  projects,  review  of 
projects  related  to  the  Renewable  Energy  Standard  and  Renewable  Energy 
Certificates  and  familiar  with  enviromnental  impacts  of  renewable  electric  generation. 

• AOSA  - Staff  to  assist  with  the  administrative  requirements  of  the  reviews  such  as 
drafting  and  sending  communication  to  applicants,  maintaining  the  database  of 
applicants,  and  tracking  status  of  applications. 

DE  also  assumes  that  the  DED’s  existing  tax  credit  database  will  be  used  to  track  the 
applications.  Some  IT  costs  to  generate  the  necessary  reports  are  estimated. 

Note  that  although  an  application  deposit  is  required  to  be  paid  to  DE  and  deposited  in 
the  Clean  Energy  Fund,  because  the  deposit  must  be  refunded  to  the  applicant  upon 
completion  of  the  project  or  if  the  project  is  disapproved,  DE  assumes  it  is  unable  to  use 
these  funds  to  administer  the  proposal.  Therefore,  General  Revenue  funds  are  requested. 
Based  on  the  estimated  number  of  residential  and  commercial  projects,  application 
deposits  at  2 cents/watt  to  the  Clean  Energy  Fund  would  total  approximately  $1.7 
million/year. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  responsibilities  of 
this  proposal  appear  to  fall  under  the  Division  of  Energy.  With  Executive  Order  13-03  the 
Division  of  Energy  was  transferred  from  the  Missouri  Department  of  Natural  Resources 
to  the  Missouri  Department  of  Economic  Development,  by  Type  I transfer.  Therefore, 
they  would  not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  estimate  this  petition  will  result  in  increased 
operating  expenses  of  $243,282  for  fiscal  year  2017,  $181,985  for  fiscal  year  2018,  and 
$183,470  for  fiscal  year  2019. 

The  legislation  creates  an  unknown,  negative  impact  to  total  state  revenue  by  creating  a 
new  tax  credit. 

Section  386.1000 

The  provisions  of  this  section  authorize  the  issuance  of  a clean  energy  tax  credit  to 
taxpayers  incurring  costs  for  the  installation  of  a clean  energy  resource  project.  The 
taxpayer  may  claim  35  percent  of  the  total  cost  of  the  project.  The  legislation  caps  the 
amount  of  tax  credits  at  not  more  than  one  percent  of  the  value  of  the  electricity  used  in 
Missouri. 

Section  386.1000.13 

The  department  suggests  changing  the  provisions  pertaining  to  the  transfer  of  the  tax  to 
the  Department  of  Revenue  as  this  is  currently  the  department’s  responsibility  based  on  a 
previously  issued  executive  order. 

Administrative  Impact: 

Personal  Tax: 

Personal  Tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  L)  for 
every  6,000  credits  claimed. 

Corporate  Tax: 

Corporate  Tax  requires  three  (3)  Revenue  Processing  Technicians  I (Range  10,  Step  L) 
for  every  4,000  credits  redeemed,  4,000  credits  transferred,  and  for  every  520  SB  1099 
compliance  mailings  and  correspondence. 

Integrated  Tax  System: 

The  integrated  tax  system  incurs  additional  costs  of  $43,680  to  implement  the  provisions 
of  this  petition. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  West  Plains  indicated  the  86  cities  with  municipal  electric 
utilities  depend  on  the  revenues  of  this  service  for  their  citizen/owners  to  off-set  the  cost 
of  electric  service  and  operation  to  citizens  as  well  as  to  support  the  activities  of  city 
government. 

Based  primarily  on  data  from  the  Federal  Department  of  Energy’s  (DOE)  Energy 
Infonnation  Administration  (EIA)  Table  6 plus  additional  data  gleaned  from  the  National 
Renewable  Energy  Lab’s  Photovoltaic  Calculator  and  the  Missouri  Association  of 
Municipal  Utilities  for  peak  loads  in  73  cities,  they  have  determined  that  municipalities  in 
Missouri  face  a loss  of  at  least  $23.9  million  in  revenue  should  this  initiative  petition 
become  law.  The  impact  alone  to  the  City  of  West  Plains  appears  to  be  $352,000 
annually,  or  over  6.5%  of  their  annual  electric  utility  revenue  budget.  This  figure  does  not 
reflect  any  additional  costs  they  will  be  required  to  incur  for  required  pleadings  before  the 
state  Public  Service  Commission  or  local  compliance  costs  for  other  requirements 
contained  in  this  proposal. 

Because  the  State  Constitution  prohibits  the  imposition  of  any  mandate  on  local 
governments  (Mo.  Const.  Art.  X,  Sec.  16)  that  reduces  income  or  increases  costs  without 
“full  state  financing,”  they  anticipate  that  local  government  costs  would  be  reflected  in 
the  final  state  cost  when  the  fiscal  note  is  completed.  Necessary  litigation  costs  incurred 
for  Mo.  Const.  Art.  X,  Sec.  16  and  other  potential  legal  inconsistencies  are  unknown. 

Methodology  for  City  Loss  Calculation 
Renewable  Energy  Initiative  Petitions 

Assumptions  and  Methods 

1.  A combined  federal  and  state  tax  credit  of  60%  of 
installation  costs,  would  prompt  city  customers  to 
achieve  the  7%  capacity  cap  in  a reasonable  period  of  time 

2.  1 kW  solar  panel  at  this  latitude  would  generate 
1350  kWHr  per  year 

3.  Annual  Peaks 


4.  Current  City  Electric  Rates 

5.  Calculation: 

Annual  Peak 

7%  of  Annual  Peak  for  Capacity  Cap 
Total  Solar  Generation  = (Capacity  Cap  * 1350  kWHrs)*1000 
City's  lost  revenue:  City  rate  * Solar  Generation 


Information  Source 

Proposed  Legislation 


National  Renewable  Energy  Lab's  PV 
Calculator 

Municipal  reports  to  the  Missouri 
Association  of  Municipal  Utilities 

DOE  EIA  Database  (Table  6 for  2010) 


6.  State  calculation  based  on  the  sum  of  "Assumption  5"  calculations  for 
73  reporting  cities  (out  of  86) 

Total  > $23.8  million 

Calculation  for  City  of  West  Plains 

44.453  Annual  Peak  (MW) 

3.11171  7%  of  Annual  Peak  for  Capacity  Cap  MW 

4,200,809  Total  Solar  Generation  (KWHR) 

8.38  City  Rate  (cents  per  kWHR) 

$352,028  Lost  Revenue 

Officials  from  University  of  Missouri  indicated  they  have  not  seen  cost  impact  studies 
on  this  initiative  from  their  electric  utility  suppliers,  but  they  do  not  believe  this  will  have 
a significant  impact  on  their  university. 

Officials  from  the  Public  Service  Commission  (PSC)  indicated  without  the  benefit  of  the 
rulemaking  process  to  explore  potential  issues  and  clearly  delineate  parameters,  and 
assuming  the  “value  of  electricity”  is  clearly  defined  as  the  calendar  year  Missouri 
revenue  for  retail  sales  of  electricity,  the  first  year  clean  energy  tax  credit  cap  would  be 
approximately  $76,444,000  based  on  the  most  recent  data  currently  available.  For 
subsequent  years,  this  amount  will  change  based  on  the  most  recent  Missouri  revenue  for 
retail  sales  of  electricity  and  whether  any  tax  credits  exceed  the  total  tax  liability  for  a 
given  fiscal  year.  In  that  case,  the  amount  that  exceeds  the  tax  liability  may  be  carried 
back  3 years  or  forward  10  years,  involving  additional  calculations. 

Sections  386.890  and  386.900,  RSMo,  define  "department"  as  the  department  of  natural 
resources.  "Department"  should  be  defined  as  the  department  of  economic  development, 
division  of  energy. 

Sections  386.890  and  386.900,  RSMo,  both  use  the  terms  "Retail  electric  supplier"  or 
"supplier",  but  in  Section  386.890,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is  any 
rural  electric  cooperative  under  Chapter  394,  RSMo,  that  provides  retail  electric  service 
in  this  state,  and  in  Section  386.900,  RSMo,  a "retail  electric  supplier"  or  "supplier"  is 
any  municipal  utility  or  electrical  corporation  regulated  under  this  chapter  that  provides 
retail  electric  service  in  this  state.  Although  the  terms  are  in  different  statutes,  it  may  be 
confusing  to  define  the  same  tenn  in  a different  manner.  It  may  be  clearer  to  use  different 
terms  applicable  to  the  respective  intent.  Further  since  Section  386.890,  RSMo,  is  only 
applicable  to  rural  electric  cooperatives,  it  may  make  sense  to  move  the  entire  provision 
to  Chapter  394,  RSMo. 

Sections  386.890  and  386.900,  RSMo,  use  the  term  "wholesale  generator".  The  PSC 
respectfully  suggests  this  term  be  defined. 

Section  386.900,  RSMo,  uses  terms  such  as  "commission-regulated  supplier"  and  "public 
utilities"  to  describe  suppliers  that  are  subject  to  PSC  jurisdiction.  The  PSC  respectfully 
suggests  the  terms  be  used  consistently. 


Section  386.900.  RSMo,  requires  the  PSC  to  promulgate  rules  by  June  1,  2017,  and 
Section  386.910,  RSMo,  requires  the  PSC  to  adopt  rules  by  August  1,  2017.  The  PSC 
respectfully  suggests  these  dates  may  be  aggressive  for  final  rules  to  be  effective. 

Section  386.900.6.(2),  RSMo,  references  "subsection  4 of  this  section".  This  appears  to 
be  an  inaccurate  cross-reference  as  there  is  no  subsection  4 of  the  section. 

Section  386.900.12,  RSMo,  says  the  estimated  generating  capacity  of  all  net  metering 
systems  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of 
any  renewable  energy  portfolio  target  or  mandate,  but  the  renewable  energy  portfolio 
deals  with  "energy"  not  "capacity". 

Section  386.910.5,  RSMo,  states  that  when  a community  solar  facility  is  placed  in 
service,  it  shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a 
period  of  twenty  years.  It  appears  this  provision  would  require  the  utility  ratepayers  to 
fund  the  facility  at  the  current  rate  for  20  years  without  adjustment  for  changes  in  the 
utility's  costs  or  revenues  that  would  occur  over  the  20  year  period.  It  is  also  not  clear  if 
the  cost-of-solar  value  contemplates  an  earnings  opportunity  for  the  Commission- 
regulated  utility. 

Section  386.1000,  RSMo,  discusses  a "clean  energy  tax  credit".  It  is  not  clear  why  the  tax 
credit  is  in  the  PSC  statute  and  not  in  a tax-related  statute. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Submitted  by: 


Mark  R.  Reading 
2604  Lakeland  Drive 
Jefferson  City,  MO  65109 
(573)  694-6828 
Primary  Contact  Person 

Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 1 73,  1 75,  1 77,  1 90,  and  1 80 

Proposed  Statement  of  Fiscal  Impact 

for  Clean  Energy  Independence  and  Investment  Act  of  2016  - Versions  10, 12, 14, 16,  and  18 

Sec,  of  State  # 173, 175, 177, 190,  and  180 

Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  impact  decreases  state  revenue  between  $31  to  $63  million  depending  upon 
the  speed  of  up  to  $225  million  in  additional  clean  energy  project  construction  and  implementation  by  the 
Department  of  Economic  Development,  residential  homeowners,  and  businesses.  Local  revenue  is 
estimated  to  grow  between  $2.6  to  $5.1  million. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

From  ($33,037,828)  to 
($66,019,325) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

From  ($31,362,880)  to 
($62,666,273) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

From  $2,553,188  to 
$5,128,651 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

From  $2,553,188  to 
$5,128,651 
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SUMMARY  OF  VERSIONS  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


Nine  versions  of  the  Clean  Energy  Independence  and  Investment  Act  of  2016  have  been  submitted  for 
review.  A summary  of  which  topics  are  in  each  version  is  provided  below. 


CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT  OF  2016 
SUMMARY  OF  VERSIONS 


Petition 

version 

386.870  - 
Electric 
vehicle 

386.890  - 
Net 

metering 

386.900  - 
Enhanced 
net 

metering 

386.910  - 
Community 
Solar 

386.1000 
- Tax 
credits 

1%  Electric  Versions 

Version  10 

N/A 

X 

X 

X 

X 

Version  12 

X 

X 

X 

X 

X 

Version  14 

X 

Deletes 

X 

X 

X 

Version  15 

N/A 

N/A 

N/A 

N/A 

X 

Version  16 

X 

N/A 

N/A 

X 

X 

Version  17 

X 

X 

X 

N/A 

X 

Version  18 

N/A 

X 

X 

X 

X 

$50  million  cap  Versions 

Version  1 1 

N/A 

X 

X 

N/A 

X 

Version  13 

X 

X 

X 

X 

X 
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ANALYSIS  OF  FISCAL  IMPACT  OF  CLEAN  ENERGY  INDEPENDENCE  AND  INVESTMENT  ACT 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  statutory  changes  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue  estimated  by 
source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find  specific  subjects. 


Table  1 - 

Summary  of  Fiscal  Impact  by  Fund 


Page 

# 

Table# 

Purpose 

FY 

2017 

FY  2018- 
low  range 

FY  2018- 
high  range 

Revenue 

Type 

9-12 

Table  10 

Tax  credit 

$0 

($39,494,829) 

($78,989,658) 

Income 

13- 

15 

Table  14 

Taxes  from  clean  energy  tax 
credit  construction 

$0 

$4,429,063 

$8,858,126 

Various 

16-17 

Table  17 

Taxes  from  community  solar 
construction 

$0 

$2,027,938 

$4,112,207 

Various 

subtotal  General  Revenue 
Fund 

$0 

($33,037,828) 

($66,019,325) 

8-13 

Table  1 1 

Clean  Energy  Fund 

$0 

$868,852 

$1,733,826 

Application 

deposit 

13- 

15 

Table  14 

Prop  C sales  tax  - clean 
energy 

$0 

$451,369 

$902,739 

Sales  tax 

16-18 

Table  17 

Prop  C sales  tax  - 
community  solar 

$0 

$206,669 

$419,078 

Sales  tax 

subtotal  Prop  C 

$0 

$658,038 

$1,321,817 

13- 

15 

Table  14 

Conservation  sales  tax  - 
clean  energy 

$0 

$56,421 

$112,842 

Sales  tax 

16-18 

Table  17 

Conservation  sales  tax  - 
community  solar 

$0 

$25,834 

$52,385 

Sales  tax 

subtotal  Conservation 

$0 

$82,255 

$165,227 

13- 

15 

Table  14 

Parks  and  Soils  sales  tax  - 
clean  energy 

$0 

$45,137 

$90,274 

Sales  tax 

16-18 

Table  17 

Parks  and  Soils  sales  tax  - 
community  solar 

$0 

$20,667 

$41,908 

Sales  tax 

subtotal  Parks  and  Soils 

$0 

$65,804 

$132,182 

subtotal  Other  State  Funds 

$0 

$1,674,949 

$3,353,052 

subtotal  all  state  funds 

$0 

($31,362,880) 

($62,666,273) 

13- 

15 

Table  14 

Local  Sales  Tax  - clean 
energy 

$0 

$1,751,314 

$3,502,627 

Sales  tax 

16-18 

Table  17 

Local  Sales  Tax  - community 
solar 

$0 

$801,875 

$1,626,024 

Sales  tax 

subtotal  Local  Funds 

$0 

$2,553,188 

$5,128,651 

Grand  Total  State  and  Local 

$0 

($28,809,691) 

($57,537,622) 
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Clean  Energy  tax  credits 

The  proposal  creates  a clean  energy  tax  credit  in  Chapter  386  RSMo.  The  annual  level  of  tax  credits  for 
each  calendar  year  shall  not  exceed  one  percent  of  the  annual  statewide  Missouri  revenue  of  Missouri 
retail  electric  suppliers.  The  Public  Service  Commission  (PSC)  is  required  to  determine  the  revenue  for 
retail  electric  suppliers  using  available  reports,  including  FERC  Form  Number  1 as  allowed  by  18  CFR  § 
141  or  an  equivalent  determined  by  the  PSC. 

The  data  for  this  calculation  is  gathered  and  published  by  the  U.S.  Energy  Information  Administration  on 
its  website.1  Table  2 shows  the  revenues  reported  by  each  Missouri  entity  in  2014.  Retail  sales  totaled 
$7.6  billion  in  2014  for  the  74  entities. 


Table  2 

2014  Utility  Bundled  Retail  Sales  - Total 

(Data  from  forms  EIA-861-  schedules  4A  & 4D  and  EIA-861S) 


Entity 

Ownership 

Revenues 

(Thousands  Dollars) 

Atchison-Holt  Electric  Coop 

Cooperative 

$6,727 

Barry  Electric  Coop 

Cooperative 

$16,654 

Barton  County  Elec  Coop,  Inc 

Cooperative 

$16,262 

Black  River  Electric  Coop  - (MO) 

Cooperative 

$42,554 

Boone  Electric  Coop 

Cooperative 

$55,335 

Callaway  Electric  Cooperative 

Cooperative 

$24,618 

Carroll  Electric  Coop  Corp  - (AR) 

Cooperative 

$14,104 

Central  Missouri  Elec  Coop  Inc 

Cooperative 

$25,350 

Chillicothe  Municipal  Utils 

Municipal 

$10,035 

Citizens  Electric  Corporation  - (MO) 

Cooperative 

$123,087 

City  Utilities  of  Springfield  - (MO) 

Municipal 

$249,286 

City  of  Ava  - (MO) 

Municipal 

$2,894 

City  of  Cameron 

Municipal 

$7,728 

City  of  Carthage  - (MO) 

Municipal 

$24,493 

City  of  Columbia  - (MO) 

Municipal 

$109,927 

City  of  Farmington  - (MO) 

Municipal 

$18,390 

City  of  Fulton  - (MO) 

Municipal 

$14,228 

City  of  Hannibal  - (MO) 

Municipal 

$25,785 

City  of  Harrisonville  - (MO) 

Municipal 

$12,072 

City  of  Independence  - (MO) 

Municipal 

$135,338 

City  of  Jackson  - (MO) 

Municipal 

$16,281 

City  of  Kennett  - (MO) 

Municipal 

$10,988 

City  of  Kirkwood  - (MO) 

Municipal 

$21,547 

City  of  Lamar  - (MO) 

Municipal 

$6,961 

City  of  Lebanon  - (MO) 

Municipal 

$22,949 

City  of  Macon  - (MO) 

Municipal 

$9,740 

City  of  Marshall  - (MO) 

Municipal 

$17,390 

City  of  Monett  - (MO) 

Municipal 

$20,534 

City  of  Mount  Vernon  - (MO) 

Municipal 

$6,790 

City  of  Nixa  - (MO) 

Municipal 

$14,132 

City  of  Poplar  Bluff  - (MO) 

Municipal 

$31,686 

City  of  Rolla  - (MO) 

Municipal 

$27,694 

City  of  Sikeston  - (MO) 

Municipal 

$17,528 
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City  of  Sullivan  - (MO) 

Municipal 

$9,645 

City  of  West  Plains  - (MO) 

Municipal 

$15,208 

Clay  County  Electric  Coop  Corp 

Cooperative 

$96 

Co-Mo  Electric  Coop  Inc 

Cooperative 

$46,302 

Consolidated  Electric  Coop 

Cooperative 

$21,936 

Crawford  Electric  Coop,  Inc 

Cooperative 

$30,705 

Cuivre  River  Electric  Coop  Inc 

Cooperative 

$105,621 

Empire  District  Electric  Co 

Investor  Owned 

$456,324 

Farmers  Electric  Coop,  Inc  - (MO) 

Cooperative 

$28,697 

Gascosage  Electric  Coop 

Cooperative 

$17,074 

Grundy  Electric  Coop,  Inc 

Cooperative 

$12,214 

Howard  Electric  Coop 

Cooperative 

$6,057 

Howell-Oregon  Elec  Coop,  Inc 

Cooperative 

$38,226 

Intercounty  Electric  Coop  Assn 

Cooperative 

$53,855 

KCP&L  Greater  Missouri  Operations  Co. 

Investor  Owned 

$802,845 

Kansas  City  Power  & Light  Co 

Investor  Owned 

$824,706 

Laclede  Electric  Coop,  Inc 

Cooperative 

$63,330 

Lewis  County  Rural  E C A 

Cooperative 

$13,534 

Macon  Electric  Coop 

Cooperative 

$23,795 

Missouri  Rural  Electric  Coop 

Cooperative 

$17,812 

New-Mac  Electric  Coop,  Inc 

Cooperative 

$38,876 

North  Central  MO  Elec  Coop  Inc 

Cooperative 

$14,098 

Osage  Valley  Elec  Coop  Assn 

Cooperative 

$28,034 

Ozark  Border  Electric  Coop 

Cooperative 

$68,293 

Ozark  Electric  Coop  Inc  - (MO) 

Cooperative 

$52,354 

Pemiscot-Dunklin  Elec  Coop  Inc 

Cooperative 

$19,856 

Platte-Clay  Electric  Coop,  Inc 

Cooperative 

$51,737 

Ralls  County  Electric  Coop 

Cooperative 

$12,711 

SE-MA-NO  Electric  Coop 

Cooperative 

$9,438 

SEMO  Electric  Cooperative 

Cooperative 

$33,195 

Sac-Osage  Electric  Coop  Inc 

Cooperative 

$16,676 

Southwest  Electric  Coop,  Inc 

Cooperative 

$58,853 

Sunnova 

Behind  the  Meter 

$1 

Three  Rivers  Electric  Coop 

Cooperative 

$36,751 

Trenton  Municipal  Utilities  - (MO) 

Municipal 

$8,647 

Tri-County  Electric  Coop  Assn 

Cooperative 

$12,512 

Union  Electric  Co  - (MO) 

Investor  Owned 

$3,112,534 

United  Electric  Coop,  Inc  - (MO) 

Cooperative 

$21,579 

Webster  Electric  Coop 

Cooperative 

$28,828 

West  Central  Electric  Coop  Inc  - (MO) 

Cooperative 

$25,967 

White  River  Valley  El  Coop  Inc 

Cooperative 

$86,488 

Adjustment  2014 

Other 

$159,914 

Total 

$7,644,407 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Table  10:  All  Sectors  - Class  of  ownership,  number  of  consumers,  sales,  revenue,  and  average  retail  price  by  State 
and  utility: 
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Table  3 shows  the  data  series  by  year  from  1 990  through  201 4 reported  by  the  U.S.  Energy  Information 
Administration.2  The  average  annual  increase  in  these  revenues  is  3.33  percent. 

Table  3 

Revenue  from  Sales  to  Ultimate  Customers 


(Thousand  Dollars 

i for  Missouri,  1990-2014 

Year 

Total  Revenue 

$ Growth  over 
previous  year 

% Growth 
over 
previous 
year 

1990 

$3,484,572,000 

1991 

$3,653,391,000 

$1,688,190 

4.8% 

1992 

$3,489,099,000 

($1,642,920) 

(4.5%) 

1993 

$3,709,661,000 

$2,205,620 

6.3% 

1994 

$3,749,115,000 

$394,540 

1.1% 

1995 

$3,891,751,000 

$1,426,360 

3.8% 

1996 

$3,961,895,000 

$701,440 

1 .8% 

1997 

$4,005,066,000 

$431,710 

1.1% 

1998 

$4,196,674,000 

$1,916,080 

4.8% 

1999 

$4,185,713,000 

($109,610) 

(0.3%) 

2000 

$4,370,246,000 

$1,845,330 

4.4% 

2001 

$4,414,434,000 

$441 ,880 

1 .0% 

2002 

$4,565,227,000 

$1,507,930 

3.4% 

2003 

$4,470,188,000 

($950,390) 

(2.1%) 

2004 

$4,494,108,000 

$239,200 

0.5% 

2005 

$4,959,849,000 

$4,657,410 

10.4% 

2006 

$5,169,747,000 

$2,098,980 

4.2% 

2007 

$5,614,317,000 

$4,445,700 

8.6% 

2008 

$5,768,459,000 

$1,541,420 

2.7% 

2009 

$5,871,973,000 

$1,035,140 

1 .8% 

2010 

$6,698,608,000 

$8,266,350 

14.1% 

2011 

$7,008,476,000 

$3,098,680 

4.6% 

2012 

$7,029,475,000 

$209,990 

0.3% 

2013 

$7,538,092,000 

$5,086,170 

7.2% 

2014 

$7,644,407,000 

$1,063,150 

1 .4% 

Avg.  annual 
growth 

3.33% 

Source:  http://www.eia.gov/electricitv/sales  revenue  price/ 

Supplemental  Data:  1990  - 2013  Revenue  from  Retail  Sales  of  Electricity 
by  State  by  Sector  by  Provider  (EIA-861) 


For  purposes  of  this  fiscal  analysis  it  is  assumed  that  the  Public  Service  Commission  will  use  the  most 
recent  available  data  for  establishing  the  annual  cap.  The  state  is  currently  in  FY  2016  and  the  most 
recent  available  data  is  from  2014.  Thus,  for  the  fiscal  periods  included  for  consideration  by  the  State 
Auditor's  Office  the  FY  201 7 cap  will  be  established  using  201 5 data  published  by  the  U.S.  Energy 
Information  Administration.  Similarly,  the  FY  201 8 cap  will  be  established  using  201 6 data.  In  this 
manner  the  cap  for  each  calendar  year  will  be  established  eight  months  before  it  begins  instead  of  four 
months  after  it  starts. 
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Table  4 


Data  and  Timeline  for  Establishing  Annual  Tax  Credit  Cap 


Data  available 

Time  period  of  data 

CY  vear  for  the  cao 

April  2015 

2014  actual  data 

CY  201 6 

April  2016 

201 5 actual  data 

CY  201 7 

April  2017 

201 6 actual  data 

CY  201 8 

As  shown  in  Table  3 the  average  annual  growth  rate  from  1 990  to  2014  was  3.33  percent.  Table  5 
assumes  that  the  average  annual  growth  rate  will  carry  forward  for  the  next  several  years.  The  clean 
energy  tax  credits  cap  is  estimated  at  $76.4  million  for  CY  201 6,  $79  million  for  CY  201 7 and  $81 .6 
million  for  CY  2018. 


Table  5 


Clean  Energy  Tax  Credit  Estimate  of  Cap 


Calendar 
Year  for  cap 

Fiscal  Year  for 
likely  redemption 
of  credits 

Revenue  data 

Total  Revenue 

Tax  credit  at 
1 .0% 

CY  2016 

FY  201 7 

2014  actual  data 

$7,644,407,000 

$76,444,070 

CY  2017 

FY  201 8 

2015  projection 

$7,898,965,753 

$78,989,658 

CY  2018 

FY  201 9 

2016  projection 

$8,162,001,313 

$81,620,013 

For  purposes  of  the  fiscal  note  the  State  Auditor's  office  asks  that  estimates  be  provided  for  the  first  two 
fiscal  years  of  implementation  which  are  FY  201 7 and  FY  201 8 since  the  provisions  of  the  proposal  would 
go  into  effect  in  December  2016.  Almost  all  taxpayers  file  their  taxes  on  the  April  15th  deadline. 
Therefore,  CY  2016  taxes  would  be  due  on  April  15,  2017  which  is  in  FY  2017  as  shown  in  Table  5. 

The  proposal  establishes  a cap  beginning  for  CY  201 6.  However,  the  provisions  of  the  act  will  go  into 
effect  in  December  201 6.  Paragraph  1 3 of  the  proposed  section  386.1 000  states  that  any  taxpayer 
verified  by  the  Department  of  Economic  Development  to  have  commenced  a clean  energy  resource 
project  in  calendar  year  201 6 and  otherwise  complied  with  the  provisions  shall  be  deemed  eligible  for  the 
tax  credit.  This  allows  for  the  Department  of  Economic  Development  to  include  projects  in  2016  before  its 
processes  are  in  place.  Paragraph  1 7 of  the  proposed  section  386.1 000  provides  that  the  Department  of 
Economic  Development  shall  issue  rules  necessary  to  administer  the  act.  In  addition,  paragraph  1 0 gives 
the  Department  of  Economic  Development  45  days  to  notify  an  applicant  of  approval  after  the  application 
is  submitted. 

Issuing  rules  is  at  best  a months  long  process.  The  45  day  processing  time  allowed  for  any  completed 
application  filed  after  the  rules  are  adopted  makes  it  very  unlikely  that  the  Department  of  Economic 
Development  will  issue  any  CY  201 6 tax  credits  before  April  1 5,  201 7 that  would  affect  the  taxpayers 
initial  tax  filing  and  reduce  taxes  paid  during  FY  201 7.  Tax  credits  issued  between  April  1 5 and  June  30, 
201 7 would  require  an  amended  filing  which  also  would  be  unlikely  to  be  completed  by  June  30,  201 7. 
Thus,  this  fiscal  analysis  assumes  a de  minimis  or  no  impact  on  FY  2017  general  revenue  tax  collections. 
Any  CY  2016  tax  credit  impact  would  at  most  impact  the  FY  2018  tax  collections  through  amended 
returns  or  through  CY  2017  taxes. 
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Application  Deposit  revenue 

The  proposed  Section  386.1000  RSMo  requires  that  taxpayers  submit  an  application  to  the  Department 
of  Economic  Development  to  receive  approval  for  tax  credits  (paragraph  7).  Each  application  must 
include  a two  cent  per  watt  application  deposit.  The  total  revenue  from  application  deposits  is  dependent 
upon: 

• the  number  of  projects  that  will  be  submitted; 

• the  number  of  watts  generated  from  all  of  those  projects 

Each  of  these  is  affected  by  the: 

• percentage  of  residential  v commercial  projects 

• number  of  kW  generated  by  residential  v commercial  projects 

• cost  of  residential  and  commercial  projects 

• total  construction  completed 

• any  phase-in  period  as  the  Department  of  Economic  Development  institutes  rules  and  prepares 
the  program 

• any  phase-in  period  as  the  solar  industry  and  residential  and  commercial  customers  begin  to 
take  advantage  of  the  new  tax  credits  that  are  available 

All  of  these  factors  must  be  estimated  and  evaluated  in  order  to  calculate  the  amount  of  application 
deposit  revenue  that  will  be  received  by  the  Department  of  Economic  Development. 

Tax  credits  are  available  to  both  residential  and  commercial  projects.  Paragraph  5 of  the  proposed 
Section  386.1000  RSMo  provides  that  no  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit. 

The  Missouri  Department  of  Economic  Development,  Division  of  Energy  published  a Missouri 
Comprehensive  State  Energy  Plan  in  October  2015.  The  report  states  that  half  of  the  installed  net- 
metered  PV  solar  is  residential  and  the  other  half  commercial  customers.3  However,  the  report  also 
indicates  that  there  are  challenges  that  face  residential  customers  making  it  more  difficult  and  expensive 
to  install  solar  projects.  These  challenges  include  local  ordinances  or  homeowner's  association  rules  the 
may  prohibit  installation  or  require  design  changes  that  decrease  efficiency  or  add  to  the  cost.4  In 
addition,  over  the  past  decade  an  industry  has  developed  to  assist  with  the  financing  of  solar  projects. 
Such  financing  alternatives  are  easier  to  obtain  by  commercial  projects  because  of  their  size,  scope,  and 
estimated  return  on  investment.5  Commercial  projects  can  have  a longer-term  outlook  than  homeowners 
who  may  not  know  how  long  they  may  live  in  their  current  house.  The  Missouri  State  Energy  Plan 
indicates  that  residential  rooftop  solar  is  a relatively  expensive  energy  option  due  to  these  and  other 
factors.6 

For  all  of  the  reasons  identified  in  the  preceding  paragraph,  for  purposes  of  this  fiscal  analysis  residential 
solar  installation  is  assumed  to  be  40%  of  the  total  solar  construction.  Commercial  solar  installation  is 
assumed  to  be  60%  of  the  total  solar  construction.  This  fiscal  analysis  has  already  indicated  that  201 6 
solar  construction  will  likely  not  be  affected  by  the  approval  of  the  petition  by  voters  in  November  201 6. 
Thus,  CY  2017  is  the  first  full  year  of  impact.  Tax  credits  resulting  from  such  construction  will  first  affect 
state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes  issued  by  the  State  Auditor's 
Office. 

The  next  factor  to  consider  is  the  number  of  kW  generated  by  residential  and  commercial  projects.  A 
recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  indicates 
that  the  median  residential  project  is  6.1  kW  while  the  modeled  commercial  system  is  200  kW.  Paragraph 
5 of  the  proposed  section  386.1000  establishes  a 200  kW  limit  on  installations  that  are  authorized  for  tax 
credits.7  For  purposes  of  this  fiscal  analysis  it  is  assumed  that  all  commercial  projects  will  be  at  the  200 
kW  size  and  that  residential  projects  will  be  6.1  kW.  Paragraph  7 of  the  proposed  section  386.1 000 
requires  a two  cent  per  watt  application  deposit  fee.  Table  6 shows  that  there  would  be  a $122 
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application  deposit  required  for  the  median  residential  project.  There  would  be  a $4,000  application 
deposit  required  for  the  200  kW  commercial  project. 


Table  6 

Application  Deposit  Required  for  Projects 


Construction  type 

Project 
size  in  kW 

Project 
size  in 
watts 

Application 
deposit  for 
project  at  2 cents 
per  watt 

Residential 

6.1 

6,100 

$122 

Commercial 

200.0 

200,000 

$4,000 

The  recent  report  on  photovoltaic  system  pricing  trends  published  by  the  U.S.  Department  of  Energy  also 
discusses  the  historical,  recent,  and  near-term  pricing  of  solar  projects.8  Project  cost  information  was 
obtained  on  more  than  400,000  systems  in  42  states.  The  modeled  system  prices  identified  in  the  report 
showed  a Q1  2015  residential  system  price  of  $3.1 2/watt  and  a commercial  200  kW  system  cost  of 
$2.1 7/watt.  These  were  reductions  in  price  of  from  Q4  201 3 of  7%  and  1 9%  respectively.  The  report  also 
indicates  that  prices  for  residential  and  commercial  PV  systems  have  decreased  by  6-12%  per  year,  on 
average,  from  1 998-201 4.  In  addition,  the  report  indicates  that  analysts  project  the  system  prices  will  fall 
16-33%  for  residential  systems  between  2014-2020. 

Table  7 projects  residential  solar  project  costs.  Projections  are  made  to  CY  2017  since  it  is  the  first  full 
year  of  impact  and  such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year 
covered  in  fiscal  notes  issued  by  the  State  Auditor's  Office.  Table  7 assumes  the  low  end  of  falling  prices 
indentified  in  the  U.S  Department  of  Energy  report  - 16%  from  2014-2020  or  about  2.6%  per  year.  This 
fiscal  analysis  will  assume  a cost  of  $3,000/kW  for  residential  solar  projects  which  is  the  average  of  the 
CY  2016  and  CY  2017  projected  costs.  The  cost  for  a 6.1  kW  residential  project  is  estimated  at  $18,300. 


Table  7 

Residential  Solar  Project  Estimate 


Cost  of 

Residential  project 
per  kW 

Cost  of 
Residential 
project  at  6.1  kW 
project  size 

CY  2015 

$3,120 

$19,032 

CY  2016 

$3,039 

$18,538 

CY  2017 

$2,960 

$18,056 

average  cost  of  CY1 6 
and  CY17  estimates 

$3,000 

$18,300 

The  modeled  commercial  system  price  identified  in  the  report  showed  a Q1  2015  commercial  200  kW 
system  cost  of  $2.1 7/watt.  However,  the  national  average  cost  of  commercial  projects  is  affected  by 
states  with  more  mature  solar  markets  and  industries  and  large  companies,  like  Wal-Mart  and  Ikea,  that 
have  moved  to  install  significant  solar  projects  on  their  facilities.  The  first  Missouri  commercial  systems 
are  less  likely  to  meet  the  $2.1 7/watt  cost  projections.  Table  8 uses  other  data  in  the  report  to  amend  the 
estimate  of  commercial  solar  project  costs.  The  report  shows  that  the  price  of  the  modeled  200  kW 
commercial  system  has  fallen  from  $2. 68/watt  to  $2.1 7 between  201 3 Q4  and  201 5 Q1 . The  mid-point  of 
that  decrease  is  $2.425/watt.  Further,  it  is  assumed  that  the  cost  of  Missouri  projects  will  be  higher  by 
2.6%,  or  one-year's  worth  of  the  low  end  of  the  price  declines  found  in  the  report.  The  result  is  that  this 
analysis  will  assume  that  the  Missouri  201 5 Q1  price  is  $2.488/watt. 


9 


Table  8 

Commercial  Solar  Project  Cost  Estimate  per  kW 


2013  Q4 

$2,680 

2015  Q5 

$2,170 

Mid-point 

$2,425 

One-year  behind  (2.6%) 

$2,488 

Table  9 then  projects  the  $2,488/kW  201 5 Q1  cost  to  CY  201 7 since  it  is  the  first  full  year  of  impact  and 
such  construction  will  affect  state  revenues  in  FY  2018  which  is  the  second  year  covered  in  fiscal  notes 
issued  by  the  State  Auditor's  Office.  Table  9 assumes  the  low  end  of  falling  prices  indentified  in  the  U.S 
Department  of  Energy  report  - 1 6%  from  201 4-2020  or  about  2.6%  per  year.  This  fiscal  analysis  will 
assume  a cost  of  $2,392/kW  for  commercial  solar  projects  which  is  the  average  of  the  CY  2016  and  CY 
2017  projected  costs.  The  cost  for  a 200  kW  commercial  project  is  estimated  at  $478,400. 

Table  9 


Commercial  Solar  Project  Estimate 


Cost  of 

Commercial  project 
per  kW 

Cost  of  Commercial 
project  at  200  kW 
project  size 

CY  2015 

$2,488 

$497,600 

CY  2016 

$2,423 

$484,600 

CY  2017 

$2,360 

$472,000 

average  cost  of  CY1 6 and  CY1 7 
estimates 

$2,392 

$478,400 

The  analysis  so  far  has  identified: 

• a $79  million  estimate  of  the  maximum  clean  energy  tax  credits  using  one  percent  of  the  annual 
statewide  Missouri  revenue  of  Missouri  retail  electric  suppliers  as  directed  by  paragraph  1 of  the 
proposed  section  386.1000. 

• an  estimate  that  40%  of  total  solar  construction  would  be  residential  and  60%  commercial 

• project  cost  estimates  of  $1 8,300  for  6.1  kW  residential  projects  and  $478,400  for  200  kW 
commercial  projects 

The  final  factor  to  calculate  before  arriving  at  the  amount  of  application  deposit  revenue  is  any  phase-in 
period  as  the  Department  of  Economic  Development  issues  rules  and  prepares  its  processes  and  the 
solar  industry  and  residential  and  commercial  customers  begin  to  take  advantage  of  the  new  tax  credits 
that  are  available.  The  Missouri  State  Energy  plan  reports  that  Missouri  currently  has  1 1 1 MW  of  installed 
solar  PV  capacity.  The  plan  also  reports  that  there  is  42.8  MW  of  installed  net-metered  PV  solar 
developed  over  the  years  largely  as  a result  of  rebates  from  large  utility  companies  in  Missouri. 

The  proposal  being  analyzed  establishes  a statutory  program  of  clean  energy  tax  credits  that  will  sunset 
after  the  Department  of  Economic  Development  certifies  that  1 ,000  MW  of  capacity  has  been  added  as  a 
result  of  the  tax  credits  but  no  later  than  June  30,  2022.  The  1 ,000  MW  target  represents  a dramatic 
increase  in  current  capacity. 

The  Missouri  State  Energy  plan  provides  a wealth  of  information  about  the  current  state  of  "green  jobs" 
and  the  solar  industry  in  Missouri.  The  report  includes  the  following  along  with  other  findings  about  the 
industry. 

• Missouri  had  over  100,000  "green  jobs"  according  to  a 2009  study.9 

• Missouri  was  identified  as  10th  in  the  nation  for  growth  in  clean  energy  and  clean  transportation 
jobs  in  201 3.10 
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• $187  million  was  invested  by  Missouri's  solar  industry  in  2014  to  install  solar  photovoltaic  systems 
for  residential,  commercial,  and  utility  use.11 

• There  are  more  than  97  solar  companies  at  work  throughout  the  supply  chain  in  Missouri, 
employing  2,500  people  including  manufacturers,  contractors,  installers,  project  developers, 
distributors.12 

• Missouri  could  create  8,500  new  jobs  to  design,  install,  and  operate  energy  efficiency  measures 
by  2025  according  to  a 201 1 study.13 

• In  2010  Missouri  ranked  6th  in  the  nation  in  photovoltaic  jobs.14 

The  clean  energy  tax  credit  does  not  sunset  until  the  1 ,000  MW  target  of  additional  capacity  is  met  but  no 
later  than  June  30,  2022.  The  size  and  the  long-term  nature  of  the  1 ,000  MW  target  should  encourage 
the  development  of  the  Missouri  solar  industry  even  after  it  sunsets.  It  should  also  result  in  long-term 
planning  and  the  build  out  of  a native  Missouri  solar  industry.  The  target  also  provides  an  incentive  for 
the  industry  to  meet  the  growth  potential  described  in  the  Missouri  State  Energy  Plan. 

In  the  long-term  the  impact  of  the  1 ,000  MW  target  will  grow  and  build  the  industry.  In  addition, 
investment  in  solar  will  allow  longer  term  benefits  in  reduced  fuel  usage,  cleaner  air,  better  health  and  the 
resulting  lower  costs  among  other  things.  The  Missouri  State  Energy  Plan  identifies  the  public  health 
impacts  of  various  energy  sources  with  clean  energy  sources  providing  significant  positive  benefits  over 
other  sources.15  A 201 3 study  of  Hawaii's  solar  tax  credit  program  found  that  the  State  recovered  the  full 
cost  of  the  tax  credit  in  9 to  1 1 years  - a rate  of  return  on  its  investment  ranging  from  8.9%  to  1 0.3%. 16  In 
addition,  the  study  found  that  for  each  dollar  spent  by  Hawaii  on  tax  credits  the  amount  of  additional  sales 
stimulated  was  $34.69  for  residential  solar  PV  and  $55.03  for  commercial  PV. 

However,  the  fiscal  note  format  required  for  initiative  petitions  focuses  on  the  short-term  revenue  and 
costs.  Thus,  the  longer-term  benefits  are  not  included  in  this  fiscal  analysis.  As  explained  elsewhere  in 
this  fiscal  analysis  the  impact  of  the  availability  of  tax  credits  is  somewhat  dependent  upon  the  speed  with 
which  the  Department  of  Economic  Development  issues  the  necessary  rules  and  regulations,  develops 
and  makes  available  the  application  forms,  and  the  industry's  reaction  to  voter  approval  and  the 
department's  actions.  Thus,  two  alternatives  are  calculated  to  create  a possible  range  for  the  likely 
outcome  in  the  short-term. 

The  first  alternative  assumes  that  construction  will  be  sufficient  to  use  half  of  the  $79  million  in  possible 
tax  credits.  The  first  alternative  assumes  that  the  program  is  not  implemented  until  July  2017  thus 
reducing  its  effect  by  half  in  CY  2017.  The  second  alternative  assumes  that  construction  will  be  sufficient 
to  use  all  of  the  $79  million  in  possible  tax  credits.  The  second  alternative  assumes  that  the  industry  is 
energized  by  the  tax  credit  and  pushes  forward  with  construction  under  the  assumption  that  the 
Department  of  Economic  Development  will  recognize  all  projects  that  have  been  started  after  voter 
approval  of  the  proposal. 

Table  1 0 takes  that  information  and  shows  two  possible  alternatives  for  CY  201 7. 

• Construction  leading  to  use  of  half  the  available  tax  credits  ($39.5  million)  - A total  of  $1 1 2.8 
million  in  construction  would  be  required  to  generate  $39.5  million  in  tax  credits.  Residential 
construction  of  $45.1  million  (assuming  40%  of  construction)  would  result  in  $1 5.8  million  in  tax 
credits.  Commercial  construction  of  $67.7  million  (assuming  60%  share  of  construction)  would 
result  in  $23.7  million  in  tax  credits. 

• Construction  leading  to  use  of  all  the  available  tax  credits  ($79  million)  - A total  of  $225.7  million 
in  construction  would  be  required  to  generate  $79  million  in  tax  credits.  Residential 
construction  of  $90.3  million  (assuming  40%  of  construction)  would  result  in  $31 .6  million  in  tax 
credits.  Commercial  construction  of  $1 35.4  million  (assuming  60%  share  of  construction)  would 
result  in  $47.4  million  in  tax  credits. 

In  addition,  using  the  average  cost  and  size  of  projects  it  is  possible  to  compute  the  number  of  residential 
and  commercial  projects  that  will  be  constructed.  A total  of  2,608  projects  would  be  constructed  with  half 
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the  tax  credits  (2,466  residential,  142  commercial).  A total  of  5,216  projects  would  be  constructed  with  all 
the  tax  credits  (4,933  residential,  283  commercial). 


Table  10 

Number  of  Projects  using  Half  or  All  of  Tax  Credit  Cap 


CY  2017 

construction  needed 
for  half  of  tax  credits 
to  be  used  in  FY 
2018 

CY  201 7 

construction  needed 
for  all  of  tax  credits 
to  be  used  in  FY 
2018 

Tax  credits  estimate  from  CY  201 7 construction 

$39,494,829 

$78,989,658 

Amount  of  construction  value  needed  to 
generate  value  of  35%  tax  credits 

$112,842,369 

$225,684,737 

% of  residential  per  year  of  credits  issued 

40.0% 

40.0% 

% of  commercial  per  year  of  credits  issued 

60.0% 

60.0% 

Tax  credits  bv  tvoe  of  construction 

Residential 

$15,797,932 

$31,595,863 

Commercial 

$23,696,897 

$47,393,795 

Total  amount  by  type 

$39,494,829 

$78,989,658 

Construction  value  bv  tvoe  of  construction 

Residential 

$45,136,948 

$90,273,895 

Commercial 

$67,705,421 

$135,410,842 

Total  amount  by  type 

$112,842,369 

$225,684,737 

Cost  of  solar  oroiects  oer  oroiect 

Residential  (6.1  kW/project) 

$18,300 

$18,300 

Commercial  (200  kW/project) 

$478,400 

$478,400 

# of  Droiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Table  10  shows  a significant  number  of  projects  that  would  be  completed  throughout  the  state  as  a result 
of  the  clean  energy  tax  credit.  These  numbers  are  possible  for  a variety  of  reasons  identified  in  the 
Missouri  State  Energy  Plan. 

• Missouri  households  use  about  12%  more  than  the  average  U.S.  household,  thus  projects  would 
put  real  dollars  into  Missourians  pockets  for  other  uses  and  spending.17 

• Nationally  about  ten  percent  of  small  business  owners  state  that  energy  is  their  single  biggest 
cost  according  to  the  National  Federation  of  Independent  Business.  The  same  report  indicates 
that  an  additional  25%  of  small  business  owners  claim  that  energy  is  one  of  their  top  three 
business  costs.18  Thus,  clean  energy  projects  that  reduce  energy  usage  make  businesses  more 
profitable,  allow  for  expansion,  and  could  lead  to  higher  wages  for  employees. 

• Businesses  can  lower  costs  through  on-site  generation  while  also  achieving  other  benefits.19 

• Significant  operational  savings  are  possible  through  energy  efficiency  projects  with  rates  of  return 
as  high  as  25%. 20 
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• A wealth  of  financing  alternatives  now  exist  for  clean  energy  projects.21 

• "Approximately  60%  of  the  largest  U.S.  businesses  have  set  public  climate  and  energy  goals  to 
increase  their  use  of  renewable  energy."22 

Table  1 1 calculates  the  amount  of  application  deposit  revenue  that  the  Department  of  Economic 
Development  would  receive  given  the  number  of  projects  identified  in  Table  1 0.  If  applications  are 
submitted  for  projects  equivalent  to  half  the  available  tax  credits  then  the  department  would  receive  $0.9 
million  in  application  deposit  revenue.  If  applications  are  submitted  for  projects  equivalent  to  all  the 
available  tax  credits  then  the  department  would  receive  $1.7  million  in  application  deposit  revenue. 


Table  1 1 

Application  Deposit  Revenue 


Application  Deposit 
Estimate  for  half  of 
tax  credits  for 
applications  FY  2018 

Application  Deposit 
Estimate  for  all  of  tax 
credits  for 

applications  FY  2018 

# of  oroiects 

Residential 

2,466 

4,933 

Commercial 

142 

283 

Total  amount  by  type 

2,608 

5,216 

Application  deposit  reauired  per  proiect 

Residential 

$122 

$122 

Commercial 

$4,000 

$4,000 

Application  deposit  revenue 

Residential 

$300,852 

$601,826 

Commercial 

$568,000 

$1,132,000 

Total  amount  by  type 

$868,852 

$1,733,826 

Table  1 2 shows  the  amount  of  solar  capacity  added  by  the  number  of  projects  identified  in  the  previous 
tables  given  the  given  size  of  residential  and  commercial  projects.  A total  of  43.4  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  half  the  available  tax  credits  which  would  be  4.3%  of 
the  1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits.  A total  of  86.7  MW  would  be  added  in 
solar  capacity  as  a result  of  projects  equivalent  to  all  the  available  tax  credits  which  would  be  8.7%  of  the 
1 ,000  MW  goal  that  when  achieved  will  sunset  the  tax  credits. 
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Table  12  Amount  of  Solar  Capacity  Added 


Capacity  added  for  half 
of  tax  credits  for 
applications  FY  2018 

Capacity  added  for  all 
of  tax  credits  for 
applications  FY  2018 

# of  oroiects 

Residential 

2,466.00 

4,933.00 

Commercial 

142.00 

283.00 

Total  amount  by  type 

2,608 

5,216 

kW  aenerated  bv  construction 

Residential  (6.1  kW/project) 

15,043 

30,091 

Commercial  (200  kW/project) 

28,400 

56,600 

Total  amount  by  type 

43,443 

86,691 

MW  aenerated  bv  construction 

Residential 

15.0 

30.1 

Commercial 

28.4 

56.6 

Total  amount  by  type 

43.4 

86.7 

% of  1 ,000  MW  goal  achieved 

4.3% 

8.7% 

Taxes 

As  noted  on  pages  10-1 1 of  this  fiscal  analysis,  the  Missouri  State  Energy  Plan  published  in  October 
2015  describes  the  current  capacity,  industry  size,  and  investments  being  made  in  Missouri.  The  plan 
also  describes  the  potential  for  jobs  and  economic  development  in  the  state.  The  1 ,000  MW  target 
represents  a dramatic  increase  in  current  capacity.  The  following  analysis  assumes  that  due  to  the 
dramatic  size  of  the  1 ,000  MW  target  that  the  investments  driven  by  the  clean  energy  tax  credits  will  result 
in  new  jobs  and  industry  expansion. 

Table  1 3 shows  the  cost  components  of  a solar  construction  project.  Labor  is  assumed  to  be  35%  of  the 
project  costs,  materials  40%,  and  Profit  10%.  It  is  assumed  that  15%  of  the  project  cost  is  overhead  and 
it  is  assumed  that  no  taxes  would  be  applied.  Since  Missouri  already  has  a base  of  manufacturers  and 
distributors  it  is  assumed  that  all  materials  will  be  Missouri  taxed. 


Table  13 

Construction  Project  Components,  Tax  Type,  and  Tax  Rate 


Proiect  comDonents 

% of  job 

Missouri 
tax  rate 

Type  tax 

Labor 

35.0% 

6.00% 

Income  tax 

Materials  and  local  materials 

40.0% 

4.225% 

Sales 

Profit 

10.0% 

6.25% 

Corporate 

Overhead 

15.0% 

0.00% 

N/A 

subtotal  by  taxable  type 

1 00.0% 

Table  14  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  in  Table  1 3.  Based  on  these  assumptions  the  state  general  revenue 
fund  is  estimated  to  receive  between  $4.4  million  to  $8.9  million  in  FY  2018.  The  other  three  state  funds 
(Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.6  million  to  $1.1  million  in  sales 
tax  revenue  in  FY  2018. 
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For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $1 .75  million  to  $3.5  million  in  local  sales  tax  revenue  in  FY  2018. 


Table  14 

State  and  Local  Taxes  Generated  by  Construction 


Half  of  tax 
credits  used  - 
CY  2017 

All  of  tax  credits 
used  - CY  2017 

Amount  of  construction  value  needed  to  generate  value  of  35%  tax 
credits 

$112,842,369 

$225,684,737 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$39,494,829 

$78,989,658 

Materials  and  local  materials 

$45,136,947 

$90,273,895 

Profit 

$11,284,237 

$22,568,474 

subtotal  by  taxable  type 

$95,916,013 

$191,832,027 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$2,369,690 

$4,739,379 

Materials  and  local  materials  - Sales/Use  Tax 

$1,354,108 

$2,708,217 

Profit  - General  Revenue  Corporate  Tax 

$705,265 

$1,410,530 

subtotal  GR 

$4,429,063 

$8,858,126 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$451,369 

$902,739 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$56,421 

$112,842 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$45,137 

$90,274 

subtotal  State  Taxes 

$4,981,991 

$9,963,981 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$1,751,314 

$3,502,627 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$6,733,304 

$13,466,608 
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The  taxes  generated  from  the  construction  activity  shown  in  Table  14  likely  underestimate  the  state 
revenue  that  will  be  generated  by  the  construction  of  clean  energy  projects  even  within  the  short  time 
period  allowed  in  the  fiscal  note.  As  noted  earlier  there  are  multiplier  effects  that  ripple  through  the 
economy.  The  Department  of  Economic  Development  through  MERIC  has  a sophisticated  model  that  it 
uses  to  evaluate  the  impact  of  tax  credits  and  other  business  investments  made  in  the  State  of  Missouri. 
Using  the  information  in  this  fiscal  analysis  MERIC  should  be  able  to  provide  supplementary  information 
regarding  the  extra  economic  activity  and  increased  revenues. 

Similarly,  generating  additional  clean  energy  within  the  State  of  Missouri  will  result  in  a decrease  in  the 
importation  of  power  and  energy  producing  raw  materials  from  other  states.  Such  money  leakage  from 
the  state,  businesses  and  citizens,  decreases  the  amount  of  purchasing  could  be  done  for  other  purposes 
such  as  increased  jobs  within  the  state  and  thus  the  tax  revenues  that  would  be  generated.  For  example, 
the  Missouri  State  Energy  Plan  notes  that  Missouri  is  the  sixth  largest  consumer  of  coal  in  the  country 
and  92.5%  of  the  coal  used  in  201 3 was  imported  from  Wyoming.  3 The  plan  reports  that  the  state  sends 
billions  of  dollars  out  of  state  for  purchases  of  imported  coal,  natural  gas,  and  transportation  fuels.24 


Community  Solar  Act  - Applies  to  Versions  10,  12,  13,  14,  16,  and  1 8 
The  Community  Solar  Act,  section  386.910  of  the  proposal,  directs  the  Missouri  Public  Service 
Commission  to  establish  rules  allowing  customers  to  participate  in  a “community  solar  facility.” 
Community  solar  facilities  allow  participants  to  benefit  from  solar  energy  and  receive  electric  bill  credits 
substantially  similar  to  net  metering. 

Paragraph  3 of  that  section  states  that  the  "aggregated  capacity  of  community  solar  facilities  located  in 
the  territory  of  each  individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  fiscal  year."  Table  1 5 shows  the  total  peak 
demand  data  compiled  by  the  Public  Service  Commission  for  the  four  utilities  affected  by  this  section. 
The  report  shows  that  using  peak  demand  leads  to  a cap  of  504.5  MW  on  the  amount  of  aggregated 
capacity  of  community  solar  facilities  statewide. 


Table  15  - Peak  Demand  for  Community  Solar 


Utility  Name 

Peak 

Demand 

Union  Electric  Co  - (MO) 

7,713.0 

Kansas  City  Power  & Light  Co 

1,878.0 

KCP&L  Greater  Missouri  Operations  Co. 

1,860.0 

Empire  District  Electric  Co 

1,162.0 

Total 

12,613.0 

4%  overall  cap 

504.5 

Paragraph  2 of  that  section  defines  a community  solar  facility  as  a photovoltaic  electric  generation  facility 
with  a capacity  of  between  1 00  and  1 ,000  kW.  For  purposes  of  this  fiscal  note  it  is  assumed  that  all 
community  solar  projects  will  be  the  same  as  the  200  kW  project  limit  established  in  the  clean  energy  tax 
credit  language  of  386.1000.  In  Table  12  above  a low  and  high  range  was  calculated  for  the  percentage 
of  solar  capacity  added  through  the  tax  credits  based  on  the  expectations  of  the  phase-in  necessary  for 
the  Department  of  Economic  Development's  implementation  of  the  clean  energy  tax  credits.  The  same 
percentage  is  used  - 4.3%  low  range  and  8.7%  higher  range.  Similarly,  for  the  purposes  of  this  fiscal  note 
the  cost  per  kW  will  be  $2,392  for  a total  project  cost  of  $478,400  as  shown  in  Table  9. 

Table  1 6 shows  the  data  and  calculations  needed  to  identify  the  number  of  projects.  At  the  low  end  of  the 
range  21 .7  MW  of  added  community  solar  capacity  would  be  created  which  would  require  1 08  projects  of 
200  kW.  At  the  higher  range  43.9  MW  of  added  community  solar  capacity  would  be  created  which  would 
require  219  projects  of  200  kW. 
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Table  1 6 also  shows  that  at  an  average  project  cost  of  $478,400  the  low  range  results  in  $51 .7  million  in 
construction  spending.  The  higher  range  results  in  $104.8  million  in  construction  spending. 


Table  16 

Community  Solar  Capacity  and  Projects 


Low  Range 

Higher  Range 

Assumed  % of  aggregate  capacity 

4.3% 

8.7% 

Added  capacity  - MW 

21.69 

43.89 

Added  capacity  - kW 

21,694.36 

43,893.24 

# projects  at  commercial  200  kW  per  project 

108 

219 

Construction  cost  - commercial  project  per  200  kW  project 

$478,400 

$478,400 

Construction  value 

$51,667,200 

$104,769,600 

Table  17  computes  the  state  and  local  taxes  based  on  the  value  of  construction  and  the  project 
components  and  tax  rates  shown  earlier  in  Table  1 3.  Based  on  these  assumptions  the  state  general 
revenue  fund  is  estimated  to  receive  between  $2.0  million  to  $4.1  million  in  FY  2018.  The  other  three 
state  funds  (Prop  C,  Conservation,  Parks/Soils)  are  estimated  to  receive  between  $0.2  million  to  $0.5 
million  in  sales  tax  revenue  in  FY  201 8. 

For  local  tax  revenue  the  General  Assembly's  Oversight  Division  uses  a 3.88%  local  sales  tax  rate  for  its 
estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well.  Using  this  methodology  results  in  an 
estimate  of  between  $0.8  million  to  $1 .6  million  in  local  sales  tax  revenue  in  FY  201 8. 
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Table  17 


State  and  Local  Taxes  Generated  by  Construction  of  Community  Solar  Proj 

ects 

Low  range 

Higher  range 

Amount  of  construction  value  needed  to  generate  estimated  MW 

$51,667,200 

$104,769,600 

Labor 

35% 

35% 

Materials  and  local  materials 

40% 

40% 

Profit 

10% 

10% 

Amount  of  construction  bv  taxable  tvoe 

Labor 

$18,083,520 

$36,669,360 

Materials  and  local  materials 

$20,666,880 

$41 ,907,840 

Profit 

$5,166,720 

$10,476,960 

subtotal  by  taxable  type 

$43,917,120 

$89,054,160 

General  Revenue 

Labor  - General  Revenue  Income  Tax 

$1,085,011 

$2,200,162 

Materials  and  local  materials  - Sales/Use  Tax 

$620,006 

$1,257,235 

Profit  - General  Revenue  Corporate  Tax 

$322,920 

$654,810 

subtotal  GR 

$2,027,938 

$4,112,207 

Proo  C 

Materials  and  local  materials  - Sales/Use  Tax 

$206,669 

$419,078 

Conservation 

Materials  and  local  materials  - Sales/Use  Tax 

$25,834 

$52,385 

Parks  and  Soils 

Materials  and  local  materials  - Sales/Use  Tax 

$20,667 

$41,908 

subtotal  State  Taxes 

$2,281,107 

$4,625,578 

Local  Taxes 

Materials  and  local  materials  - Sales/Use  Tax 

subtotal  Local  Taxes 

$801,875 

$1,626,024 

GRAND  TOTAL  - STATE  AND  LOCAL  TAXES 

$3,082,982 

$6,251,602 
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Net  metering  bills  - Applies  to  Versions  10,  11 , 12,  13,  14,  17  and  18 

The  Missouri  General  Assembly  has  considered  six  net  metering  bills  over  the  past  three  legislative 
sessions.  Table  18  below  identifies  the  bills  and  provides  links  to  the  fiscal  note  and  bill  summary 
prepared  for  each  bill.  All  of  the  fiscal  notes  prepared  and  available  indicated  that  there  was  no  state 
impact  from  the  net  metering  bills. 

Table  18 
NET  METERING 

2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Sess 

ion 

Bill 

Sponsor 

Fiscal  Note 
Impact 

Fiscal  Note  Summary 
Link 

Bill  Summary  Link 

2015 

SB  75 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0622-01  N.ORG.Ddf 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=82&BilllD=174 

2015 

SB  509 

Holsman 

No  impact 

N/A 

http://www.senate.mo.aov/1 
5info/BTS  Web/Summarv.a 
spx?SessionTvpe=R&Sum 
marvlD=664&BilllD=459946 
9 

2015 

HB  481 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
OverSiaht/Over201 51//fis 
Ddf/0502-01  N.ORG.Ddf 

http://house.mo.aov/billtrack 

ina/bills151/sumpdf/HB0481 

C.pdf 

2014 

HB  1795 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  4/fishtm 
/5552-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  41  /sumpdf/HBI  795 
l.pdf 

2013 

HB  119 

Berry 

(38) 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/0794-02N.ORG.htm 

http://house.mo.aov/billtrack 
ina/billsl  31  /sumpdf/HBOl  1 9 
l.pdf 

2013 

SB  396 

Holsman 

No  impact 

http://www.moaa.mo.aov/ 
Oversiaht/OVERI  3/fishtm 
/1 078-07N.ORG.htm 

http://www.senate.mo.aov/1 
3info/BTS  Web/Bill. asDX?S 
essionTvpe=R&BilllD=1 921 
8703 

Electric  Vehicle  Charging  Stations  - Applies  to  Versions  12,  13,  14,  16,  and  17 
The  petition  authorizes  investor-owned  utilities  to  recover  costs  for  infrastructure  investments  in  electric 
vehicle  charging  stations,  provided  the  energy  output  from  the  stations  is  offset  in  part  by  clean  energy. 
There  should  be  no  fiscal  impact  to  the  state.  Utility  investment  in  electric  charging  stations  will  result  in 
positive  economic  activity  similar  to  other  capital  investments.  However,  the  range  of  the  benefits  is 
unknown  at  this  time. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@gravesgarrett.com 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-1 73  through  2016-180  and  2016-190 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary 
for  petitions  173,  175,  177,  and  180: 

Lost  revenue  to  state  government  is  $498  million  over  the  tax  credit  period,  with 
annual  losses  of  $9.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $189.1  million  over  the  tax  credit  period,  with  annual  losses  of 
$31.5  million  to  $33.9  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  174: 

Lost  revenue  to  state  government  is  $320.9  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $ 100.9  million  over  the  tax  credit  period,  with  annual  losses  of  $20 
million  to  $28.1  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petition  176: 

Lost  revenue  to  state  government  is  $328.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.5  million  to  $1 1.5  million  thereafter.  Lost  revenue  to  local 
government  is  $175.3  million  over  the  tax  credit  period,  with  annual  losses  of 
$32.4  million  to  $40.5  million  thereafter. 
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We  propose  the  following  fiscal  note  summary  for  petition  178: 

Lost  revenue  to  state  government  is  $475.8  million  over  the  tax  credit  period,  with 
annual  losses  of  $5.7  million  to  $7.7  million  thereafter.  Lost  revenue  to  local 
government  is  $40.4  million  over  the  tax  credit  period,  with  annual  losses  of 
$1 1.5  million  to  $15.7  million  thereafter. 

We  propose  the  following  fiscal  note  summary  for  petitions  179  and  190: 

Lost  revenue  to  state  government  is  $483.7  million  over  the  tax  credit  period,  with 
annual  losses  of  $7.6  million  to  $9.6  million  thereafter.  Lost  revenue  to  local 
government  is  $1 14.8  million  over  the  tax  credit  period,  with  annual  losses  of 
$23.9  million  to  $28.1  million  thereafter. 


Introduction 

Missouri  electric  utilities  are  tightly  regulated  by  the  Public  Service  Commission,  which 
regulates  price,  reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  hundreds 
of  millions  dollars  of  taxes  to  Missouri  state  government  and  local  governments.  These  taxes, 
however,  will  no  longer  be  collected  for  electricity  that  is  never  sold  due  to  the  customer- 
generator  production  and  community  solar  encouraged  by  the  initiative  petitions.  Petition  signers 
and  voters  must  be  infonned  of  the  certainty  that  the  initiative  petition  will  result  in  the  loss  of 
hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments  due  to  tax  credits 
and  decreases  in  electricity  sales  volume.  On  the  other  hand,  any  positive  fiscal  impacts  of  the 
initiative  petitions  are  speculative. 

Description  of  Policy 

Initiative  Petitions  173  - 180  and  190  contains  one  or  more  of  three  main  statutory  provisions: 

(1)  Changes  to  the  Missouri  Net  Metering  and  Easy  Connection  Act;  (2)  Adoption  of  the 
“Community  Solar  Act”;  and  (3)  A state  tax  credit  for  projects  producing  electrical  energy  from 
a clean  energy  resource  - solar,  wind,  hydroelectric,  or  certain  natural  gas  technologies. 


1 . Changes  to  Net  Metering  for  Investor-owned  electric  utilities  and  municipal  electric 
utilities,  and,  in  177,  rural  electric  cooperatives 

A.  Raise  net  metering  cap  to  7%  (is  currently  5%); 

B.  Makes  utilities  generally  responsible  for  purchasing  necessary  additional 
equipment/meter  to  accommodate  the  customer-generator’s  facility; 

C.  Net  excess  energy  credits  expire  every  March,  rather  than  after  12  months  (but 
there  is  no  compensation  for  net  excess  energy  credits); 
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D.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable 
in  that  utility’s  rate  structure. 

2.  Community  Solar  Act 

A.  The  Missouri  Public  Service  Commission  (“PSC”)  adopts  rules  and  regulations 
allowing  groups  of  5 or  more  electrical  corporation  customers  to  offset  energy 
usage  with  solar  located  in  the  service  territory  of  the  electrical  corporation  where 
they  have  an  account; 

B.  Facilities  are  100  kilowatts  to  1 megawatt; 

C.  Community  solar  facilities  may,  in  total,  generate  electricity  of  4%  or  less  of 
single-hour  peak  load,  but  that  amount  does  not  count  toward  net  metering; 
Electrical  corporations  can  own  half  (max  of  2%),  which  may  be  included  in  the 
rate  base.  Others  may  own  the  other  half  (max  of  2%); 

D.  Community  Solar  facilities  are  not  eligible  for  tax  credits  provided  in  the  petition; 

E.  Commission  sets  a community  solar  rate,  not  less  than  electrical  corporation’s 
average  retail  rate; 

F.  Value  of  allocated  solar  bill  credits  reduces  customer’s  total  bill; 

G.  The  current  value-of-community-solar  rate  may  be  locked  in  for  20  years 
beginning  when  a community  solar  facility  is  put  in  operation. 

3.  Tax  credit 

A.  35%  tax  credit  for  projects  producing  electrical  energy  from  a clean  energy 
resource  - solar,  wind,  hydroelectric,  etc. 

B.  Total  value  of  eligible  credits  shall  not  exceed  1%  of  the  value  of  electricity  used 
in  Missouri1 * 3  - defined  as  revenue  from  sale  of  electricity  in  Missouri;  or  tax 
credits  are  capped  at$50  million  each  year.  Unused  credits  carryover  year  to  year 
until  June  30,  2022 

C.  No  tax  credits  after  June  30,  2022,  or  after  1000  megawatts  of  new  generation 
have  been  installed  using  the  tax  credits. 


Burdens  on  State  Government 

In  determining  the  fiscal  impact  of  each  petition,  it  is  generally  reasonable  to  assume  that 
the  various  statutory  changes  in  the  petitions  will  have  independent  fiscal  impacts.  The 
reasonableness  of  this  assumption  is  demonstrated  by  the  various  iterations  of  the  petitions 
themselves,  some  of  which  propose  tax  credits  with  no  proposed  changes  to  the  Net  Metering 
and  Easy  Connection  Act.  See  Petitions  178  and  190. 


1 The  value  of  electricity  used  in  Missouri  in  2014  was  7.6  billion,  and  the  value  has  increased 

every  year  since  2003.  See  U.S.  Energy  Information  Administration  - Independent  Statistics  and 
Analysis. 
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i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

Raising  the  net  metering  cap  from  the  current  5%  of  peak  hour  demand  to  7%  of  peak 
hour  demand  will,  conservatively,  result  in  a 2%  decrease  in  electricity  sales  volume,  when  such 
changes  are  paired  with  other  changes  suggested  by  the  petition.  This  assumption  is  conservative 
for  several  reasons.  First,  the  current  level  of  net  metering  is  less  than  the  current  5%  cap  due  to 
the  cost  of  solar  and  other  residential  net  metering  equipment,  meaning  that  the  changes  to 
current  net  metering  scheme  may  result  in  more  than  a simple  increase  from  5%  to  7%.  Second, 
the  declining  price  of  solar  and  other  renewable  energy  sources,  paired  with  federal  solar  tax 
credits  (30%  federal  tax  credit)  and  a 35%  state  tax  credit  as  proposed  in  the  petition  provides  a 
strong  financial  incentive  to  solar  or  wind  energy  net  metering,  because  customers  can  buy 
increasingly  affordable  technology  at  an  additional  55%  discount2,  suggesting  that  individuals 
and  corporations  will  take  full  advantage  of  the  state  and  federal  tax  credits.  In  this  sense, 
however,  the  move  to  full  5%  net  metering  will  eventually  occur  due  to  declining  prices  for 
residential  and  commercial  customer  energy  generation,  coupled  with  increasing  prices  in  the 
retail  price  of  electricity.  Third,  the  net-metering  cap  applies  to  single -hour  peak  load, 
determined  yearly,  which  means  that  the  cap  is  a higher  percentage  of  the  single  hour  average 
load.  This  fact  means  that  the  total  increase  in  generation  is  higher  than  it  appears.  Fourth, 
technology  changes  allow  customers  to  decrease  their  bill  by  a greater  percentage  than  they 
decrease  their  usage.  The  commercialization  of  residential  and  commercial  energy  storage 
technology,  like  home  batteries,3  also  allows  customers  to  use  their  net-metering  capacity  more 
efficiently,  because  customers  can  completely  offset  usage  during  costly  high  demand  periods. 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities.  The  additional  decreases  in  sales  tax  revenues  from 
municipal  electric  utilities  and,  in  petition  177,  from  electric  cooperatives,  are  unknown  but 
substantial.4 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 

180,  and  190 

Community  solar  facilities  are  in  addition  to  net  metering  and  represent  an  additional 
capacity  amounting  to  4%  of  each  electrical  corporation’s  single-hour  peak  load.  Energy 

2 The  35%  state  tax  credit  reduces  the  basis  eligible  for  the  30%  federal  tax  credit. 

3 One  such  energy  storage/battery  innovation  is  the  Tesla  Powerwall. 
https://www.teslamotors.com/powerwall. 

4 Assuming  $7.6  billion  in  electricity  is  sold  in  Missouri  per  year  (the  actual  2014  figure),  a 2% 
decrease  will  decrease  overall  state  sales  tax  revenues  by  6.4  million  annually,  but  some  petitions 
enact  net  metering  changes  on  rural  electric  cooperatives,  and  some  do  not. 
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generated  from  the  community  solar  facility  is  allocated  pro  rata  by  the  community  solar  facility 
owner  or  operator.  Energy  production  allocation  is  done  via  “bill  credits”  that  decrease  the  sales 
and  gross  receipts  a utility  receives  from  electricity  sales.  There  is  the  potential  for  such  bill 
credits  to  decrease  overall  electrical  bills  by  more  than  4%  because  the  “bill  credits”  are 
calculated  using  a “value  of  solar  rate”  which  is  at  least  as  high  as  the  retail  rate  for  electricity, 
but  may  be  higher.  If,  for  example,  solar  energy  received  a 50%  rate  premium  due  to  its  benefits, 
the  amount  of  bill  credits  would  increase  and  sales  would  decrease  by  more  than  the  6%,  rather 
than  4%  figure.  Half  of  these  community  solar  facilities — the  half  not  owned  by  electrical 
corporations — may  be  operated  in  a manner,  such  as  fractional  ownership  by  customers  or 
ownership  by  a nonprofit,  that  avoid  property  tax,  sales  tax,  and  license/franchise  taxes.  There  is 
a strong  financial  incentive  to  operate  these  facilities  in  a fractional  ownership  model,  similar  to 
net  metering,  because  doing  so  avoids  state  sales  tax  (4.225%),  local  sales  tax  (generally,  3.5- 
4%)  and  local  utility  license/franchise  tax  (generally,  5%). 

A 2%  decrease  in  electricity  sales  volume  will  reduce  Missouri  state  sales  tax  revenues 
from  investor-owned  electric  utilities  by  at  least  $1.9  million  annually.  The  cost  from  2017 
through  2022  is  $7.9  million.  This  number  is  calculated  using  actual  state  sales  taxes  paid  in 
2014  by  investor-owned  electric  utilities. 

Hi.  Tax  credits  - Initiative  Petitions  173-180  and  190 

a.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  1%  of  value  of  electricity  sold 
in  Missouri,  annually  ($76  million  based  on  2014  figures)  - Initiative  Petitions  173,  175,  177- 
180,  and  190 

According  to  2014  figures,  Missouri  retail  customers  bought  7.6  billion  dollars  worth  of 
electricity  in  2014.  Accordingly,  it  is  reasonable  for  fiscal  note  purposes  to  estimate  that 
Missouri  retail  customer  will  continue  to  buy  the  same  value  of  electricity.  Electricity  rates  have 
historically  risen  over  time,  but  the  increasing  price  of  electricity  may  be  approximately  the  same 
over  the  relevant  period  as  the  decreases  in  quantity  as  a result  of  the  initiative  petitions. 
Accordingly,  the  35%  tax  credits  in  these  petitions  will  directly  result  in  a loss  of  state  income  of 
approximately  $76  million,  annually. 

b.  Decreased  tax  collections  due  to  tax  credits  - Credits  capped  at  $50  million  annually  - 
Initiative  Petitions  1 74  and  1 76 

Similar  to  the  loss  described  in  subpart  a,  the  35%  tax  credits  in  these  petitions  will 
directly  result  in  a loss  of  state  income  of  approximately  $50  million,  annually. 
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c.  Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions  1 73-180  and  190 

To  determine  the  impact  of  new  customer  energy  generation  on  state  sales  tax  revenues, 
we  must  first  calculate  the  value  of  sales  lost  due  to  new  customer-generated  energy  production. 
Based  on  federal  government  data,  we  assume  that  the  sun  shines  on  average  5 hours  per  day  in 
Missouri.  Accordingly,  if  the  tax  credits  were  phased  out  due  to  reaching  the  1000 
MWh/1,000,000  kWh  maximum  on  new  electricity  generation,  new  production  from  such  tax 
credits  would  produce  approximately  1,825,000  MWh  per  year,  also  expressed  as  1,825,000,000 
KWh,  or  1,825  million  KWh  (1,000  MWh  * 5 hours  per  day  * 365  days  per  year).  Based  on  an 
assumed  average  retail  price  of  electricity  in  Missouri  of  $100  per  megawatt/hour  5,  this  new 
production  is  valued  at  $182,500,000. 

This  new  electricity  generation  is  used  by  customers  to  offset  charges  they  would 
otherwise  incur  on  their  bills.  Accordingly,  this  amount  of  electricity  will  no  longer  be  sold  by 
Missouri  utilities  and  electric  cooperatives,  and  the  state  and  local  governments  will  lose  sales 
tax  revenues.  The  Missouri  state  sales  tax  rate  is  4.225%. 

In  practice,  the  1 gigawatt  limit  on  new  customer-generated  energy  production  may  never 
be  met.  Credible  independent  analysts  believe  the  installed  cost  of  solar  will  be  $1.77  per  watt  in 
2017  ($1770  per  kilowatt).6  The  cost  is  expected  to  further  decline  over  time,  but  it  is  reasonable 
to  assume  a constant  $1.77  per  watt  installed  cost  for  renewable  energy  resources  according  to 
the  petition  because  of  the  competing  forces  of  price  inflation  and  decreased  production  costs  of 
emerging  technology.  The  petition  itself  limits  tax  credits  to  a maximum  of  $3.00  per  watt,  but 
market  forces  should  make  rates  in  Missouri  similar  to  those  in  other  states,  at  or  around  $1.77. 

For  Initiative  Petitions  173,  175,  177-180,  and  190,  the  total,  annual  loss  to  state 
governments  due  to  the  tax  credits  is  76.9  million  to  81.7  million  over  the  tax  credit  period. 

There  is  an  annual  loss  in  perpetuity  after  the  tax  credit  period  of  5.7  to  7.7  million,  depending 
on  how  much  new  customer-generation  is  developed.  See  attached  table. 

For  Initiative  Petitions  174  and  176,  the  total,  annual  loss  to  state  governments  due  to  the 
tax  credits  is  50.6  million  to  53.7  million  over  the  tax  credit  period.  There  is  an  annual  loss  in 


5 In  2014,  the  average  price  of  electricity  in  Missouri  was  $91.10  per  megawatt/hour.  The  $100 
an  hour  cost  estimate  is  conservative  as  an  average  cost  over  the  relevant  period  of  the  tax  credits 
and  beyond. 

6 Some  solar  companies  have  forecasted  a cost  of  under  $1.00  per  watt  full  installed  by  2017. 
Comments  of  First  Solar  CEO,  ‘By  2017,  We’ll  Be  Under  $1.00  per  Watt  Fully  Installed’,  June 
24,  2015,  http://www.greentechmedia.com/articles/read/First-Solar-CEO-By-20 1 7-Well-be- 
Under- 1 .00-Per-Watt-Fully-Installed. 
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perpetuity  after  the  tax  credit  period  of  3.7  to  7.7  million,  depending  on  how  much  new 
customer-generation  is  developed.  See  attached  table. 

Burdens  on  Local  Governments 

Local  governments  face  losses  in  revenue  from  the  various  petition  provisions  that  are 
similar  to  those  faced  by  state  government  (with  the  exception  of  the  direct  losses  to  state 
government  for  the  tax  credits).  In  fact,  local  governments  face  a more  significant  burden 
because  utility  revenues  make  up  a comparatively  higher  portion  of  the  local  governments’  tax 
base.  Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax, 
sales  tax  (on  average  3.585%)  and  license  tax  (approximately  5%).  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  $522  million  in  license  taxes  to 
local  governments  in  2014.  Determining  exactly  how  much  of  this  revenue  will  be  lost  due  to 
various  provisions  in  the  petition  is  uncertain  and  may  require  the  expenditure  of  substantial 
litigation  costs  by  some  or  all  Missouri  municipalities. 

i.  Decreased  tax  collection  due  to  changes  to  net  metering  - Initiative  Petitions  1 73-177  and 
179-180 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

ii.  Decreased  tax  collections  due  to  Community  Solar  Act  - Initiative  Petitions  1 73,  1 75-177, 
180,  and  190 

A 2%  decrease  in  electricity  sales  volume  will  reduce  local  government  tax  revenues 
from  investor-owned  electric  utilities  by  approximately  12,4  million  annually  (.02  * [sales  tax 
and  franchise/license  taxes  paid  to  Missouri  local  governments  in  2014]).  The  cost  from  2017 
through  2022  is  $74.4  million. 

Hi.  Tax  credits  - Cost  of  eroding  tax  base  due  to  new  energy  generation  - Initiative  Petitions 
173-180  and  190 

The  calculation  of  lost  revenue  for  local  governments  is  substantially  similar  as  the 
calculation  for  state  government  lost  sales  tax.  Local  governments  will  collect  less  tax  revenue 
from  their  various  local  taxes  due  to  the  decrease  in  demand  for  utility-provided  electricity.  The 
availability  of  lower  local  government  taxes  is  a strong  financial  incentive  for  large-scale 
electricity  users  to  invest  in  customer-generator  projects  supported  by  the  petition.  Further, 
Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The  initiative 
petitions  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent  the 
utilities  suffer  decreased  revenue.  Missouri  electric  utilities  provide  numerous  other  benefits  to 
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local  governments,  all  of  which  may  be  reduced  or  discontinued  if  the  initiative  petitions  are 
enacted. 

The  population  weighted  combined  average  state  and  local  sales  tax  in  Missouri  is 
estimated  at  7.8 1%.7  Based  on  this  estimate,  the  population-weighted  combined  average  local 
sales  tax  is  3.585%.  Assuming  the  tax  credits  sunset  due  to  reaching  the  1 Gigawatt  production 
cap,  the  yearly  loss  to  local  governments  from  lost  sales  tax  from  the  tax  credit  is  $6,541,578. 
Assuming  a license  tax/franchise  rate  on  electric  utility  service  of  5%,  which  may  be  more  or 
less  depending  on  the  municipality,  if  any,  where  electricity  is  sold,  the  additional  lost  local 
revenue  from  the  loss  of  sales  subject  to  license  tax  is  $9,123,540. 

For  petitions  173,  175,  177-180,  and  190,  the  loss  to  local  governments  due  to  the  tax 
credits  is  at  least  $40,4  million  over  the  tax  credit  period,  then  $1 1.5  to  $15.7  million  annually. 
For  initiative  petitions  174  and  176,  the  loss  to  local  governments  due  to  the  tax  credits  is  at  least 
$26.6  million  over  the  tax  credit  period,  then  $7.5  to  $15.7  million  annually. 

In  Conclusion 

The  initiative  petitions  will  result  in  substantial,  reasonably  determinable  losses  in  tax 
revenues  to  Missouri  state  government  and  local  governments.  State  government  incurs  tax 
losses  through  the  issuance  of  tax  credits  as  well  as  the  loss  of  electricity  sales  volume  through 
certain  changes  promulgated  by  the  petitions,  such  as  increases  in  net  metering  and  community 
solar.  The  total  tax  burden  on  state  government  imposed  by  the  petitions  range  from  $313  million 
over  the  tax  credit  period,  with  $3.7  to  $7.7  million  in  lost  revenues  in  perpetuity,  to 
approximately  $498.6  million  over  the  tax  credit  period,8  with  $9.5  million  to  1 1.5  million  in  lost 
revenues  in  perpetuity  thereafter. 


Sincerely, 


Edward  D.  Greim 
Graves  Garrett  LLC 


Additional  Works  Cited 

Revenue  from  retail  sales  of  electricity  in  Missouri 

U.S.  Energy  Information  Administration  - Independent  Statistics  & Analysis  - Table  of  Missouri 
Revenues 


7 http://taxfoundation.org/sites/taxfoundation.org/fdes/docs/LOST-2015.png. 

8 $475.8  million  + [(1.9  million  +1.9  million)*6  years] 
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https://www.eia.gov/electricity/data/browser/#/topic/6?agg=01&geo=000002&endsec=vg&linec 

hart=ELEC.REV.MO-ALL.A&columnchart=ELEC.REV.MO-ALL.A&map=ELEC.REV.MO- 

ALLA&freq=A&ctype=linechart&ltype=pin&rtype=s&pin=&rse=0&maptype=0 

Table  of  Deutsche  Rank  Solar  Cost  estimates  - Cost  trajectory  on  pace  for  a ~40%  reduction  by 

the  end  of  2017 

https://www.db.com/cr/en/concrete-deutsche-barLk-report-solar-grid-parity-in-a-low-oil-price- 

era.htm 
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National  Renewable  Energy  Laboratory  data 


http://www.nrel.gov/gis/solar.html 


PV  Solar  Radiation 


Annual 


i>N*2L 


Produced  by  the  Electric  & Hydrogen 
Technologies  & Systems  Center  - May  2004 


(Flat  Plate,  Facing  South,  Latitude  Tilt) 


Model  estimates  of  monthly  average  daily  total  radiation  using  inputs 
derived  from  satellite  and/or  surface  observations  of  cloud  cover, 
aerosol  optical  depth,  precipitable  water  vapor,  albedo,  atmospheric 
pressure  and  ozone  resampled  to  a 40km  resolution.  See 
http://www.nrel.gov/gis/il_solar_pv.html  documentation  for  more  details. 
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Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (1%  Value  of  Electricity  Cap)  - Initiative  Petitions  173, 175, 177-180,  and  190 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

122.68 

35% 

$76,000,000 

20.83% 

223,854 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$76,000,000 

122.68 

122.68 

223,854 

$100 

$22,385,441 

2018 

$76,000,000 

122.68 

245.36 

447,709 

$100 

$44,770,882 

2019 

$76,000,000 

122.68 

368.04 

671,563 

$100 

$67,156,323 

2020 

$76,000,000 

122.68 

490.72 

895,418 

$100 

$89,541,765 

2021 

$76,000,000 

122.68 

613.40 

1,119,272 

$100 

$111,927,206 

2022 

$76,000,000 

122.68 

736.08 

1,343,126 

$100 

$134,312,647 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$945,785 

$76,945,785 

3.585% 

$802,518 

5.000% 

$1,119,272 

4.225% 

$1,891,570 

$77,891,570 

3.585% 

$1,605,036 

5.000% 

$2,238,544 

4.225% 

$2,837,355 

$78,837,355 

3.585% 

$2,407,554 

5.000% 

$3,357,816 

4.225% 

$3,783,140 

$79,783,140 

3.585% 

$3,210,072 

5.000% 

$4,477,088 

4.225% 

$4,728,924 

$80,728,924 

3.585% 

$4,012,590 

5.000% 

$5,596,360 

4.225% 

$5,674,709 

$81,674,709 

3.585% 

$4,815,108 

5.000% 

$6,715,632 

Total  State  Tax  Burden 

$475,861,483 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$40,357,593 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,921,790 
$3,843,580 
$5,765,370 
$7,687,160 
$9,608,951 
$11,530,741 


$15,665,118 


Brightergy  Renewable  Tax  Credit  Fiscal  Analysis  (50  Million  Tax  Credit  Cap)  - Initiative  Petitions  174  and  176 


$/kW  Installed  Cost 
MW's  Installed 
Tax  Rebate  Incentive  % 
Tax  Limit 
Solar  Capacity  Factor 
MW's  of  Output 


$1,770 

80.71 

35% 

$50,000,000 

20.83% 

147,273 


5 hours  / 24  hours 


$/MWh  Retail  Rate 


$100 


Renewable  Tax 

MW's 

Cumulative 

Avg  Retail 

Lost  Utility 

Rebate 

Installed 

MW's  Installed 

MWh's  Solar 

Rate 

Revenue 

2017 

$50,000,000 

80.71 

80.71 

147,273 

$100 

$14,727,264 

2018 

$50,000,000 

80.71 

161.42 

294,545 

$100 

$29,454,528 

2019 

$50,000,000 

80.71 

242.13 

441,818 

$100 

$44,181,792 

2020 

$50,000,000 

80.71 

322.84 

589,091 

$100 

$58,909,056 

2021 

$50,000,000 

80.71 

403.55 

736,363 

$100 

$73,636,320 

2022 

$50,000,000 

80.71 

484.26 

883,636 

$100 

$88,363,584 

Perpetual  Impact  if  New  Generation  Reaches  1 Gigawatt  Cap 

1000.00  1,824,708  $100  $182,470,800 


State  Sales 

Lost  State  Sales 

Annual  State  Tax 

Local  Sales 

Lost  Local  Sales  Tax 

Franchise 

Lost  Local  Franchise 

Tax  Rate 

Tax  Revenue 

Burden 

Tax  Rate 

Revenue 

Tax  Rate 

Tax  Revenue 

4.225% 

$622,227 

$50,622,227 

3.585% 

$527,972 

5.000% 

$736,363 

4.225% 

$1,244,454 

$51,244,454 

3.585% 

$1,055,945 

5.000% 

$1,472,726 

4.225% 

$1,866,681 

$51,866,681 

3.585% 

$1,583,917 

5.000% 

$2,209,090 

4.225% 

$2,488,908 

$52,488,908 

3.585% 

$2,111,890 

5.000% 

$2,945,453 

4.225% 

$3,111,135 

$53,111,135 

3.585% 

$2,639,862 

5.000% 

$3,681,816 

4.225% 

$3,733,361 

$53,733,361 

3.585% 

$3,167,834 

5.000% 

$4,418,179 

Total  State  Tax  Burden 

$313,066,765 

Total  Local  Tax  Burden  (Sales 

+ Franchise) 

$26,551,048 

4.225% 

$7,709,391 

$7,709,391 

3.585% 

$6,541,578 

5.000% 

$9,123,540 

Annual  Local  Tax 
Burden 
$1,264,336 
$2,528,671 
$3,793,007 
$5,057,342 
$6,321,678 
$7,586,014 


$15,665,118 


Brent  Stewart  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


Electric  Cooperatives 


2722  East  McCarty  Street,  P.O.  Box  1 645 
Jefferson  City,  Missouri  65102 
Telephone:  (573)  635-6857 
Fax:(573)  635-2314 


o A fE  AUDITORS  OFFICE 


www.amec.coop 


December  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  2016-173  through  2016-190 

To  Whom  It  May  Concern: 

The  Association  of  Missouri  Electric  Cooperatives  (AMEC),  representing  the  state’s  forty- 
seven  member-owned,  nonprofit  rural  electric  cooperatives  that  serve  close  to  one  million 
electric  consumers,  respectfully  submit  the  following  brief  comments  to  assist  in  your 
preparation  of  the  fiscal  notes  on  the  above-mentioned  initiative  petitions. 

All  these  petitions,  in  one  way  or  another,  involve  solar  and  renewable  energy  mandates.  The 
practical  effect  of  each,  to  one  extent  or  another,  is  to  encourage  consumers  to  substitute  self- 
generation  for  traditional  electric  service,  thereby  creating  an  unfair  electric  rate  subsidy  in 
favor  of  those  who  can  afford  to  install  their  own  generation  at  the  expense  of  the  majority  of 
the  other  consumers  who  cannot. 

Missouri’s  forty  distribution  (retail  level)  cooperatives  serve  a wide  variety  of  governmental 
entities  throughout  rural  Missouri,  including  state  facilities  (e.g.  prisons),  local  government 
facilities,  hospitals,  schools,  rural  water  districts,  regional  sewer  districts  and  others.  To  the 
extent  these  entities  cannot  afford  to  install  their  own  generation,  which  most  cannot,  they 
necessarily  will  be  forced  to  pay  higher  rates  if  these  initiative  petitions  are  enacted. 
Unfortunately,  it  is  impossible  without  more  time  for  AMEC  to  identify  all  those  government- 
related  entities  and  facilities  or  estimate  with  any  accuracy  the  adverse  fiscal  impact. 

However,  it  is  clear  that  even  a modest  rate  increase  necessarily  will  have  a significant 
adverse  fiscal  impact  on  governmental  entities,  in  millions  of  dollars,  especially  those  in  the 
primarily  less  affluent  rural  areas  served  by  Missouri’s  nonprofit  electric  cooperatives. 

Respectfully  submitted, 


Brent  Stewart 
AMEC  Counsel 


Serving  500.000  Missouri  homes,  farms,  industries  and  institutions. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  government  revenue  may  decrease  up  to  $456  million  during  the  tax  credit  period 
with  approximately  $1  million  annual  increased  operating  costs.  Local  governmental 
entities  estimate  $23.9  million  in  annual  electricity  sales  reductions.  Other  resulting 
economic  activity  will  have  an  unknown  impact  on  state  and  local  governments. 


ReCssiVeD 

DEC  1 2°15 

STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  14,  2015 


The  I lonorablc  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 01 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  9 (2016-172) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • business  services  • elections  • publications  • securities  • state  archives  • State  library  • wolener  library 


l6rTO  ri 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  thj^petition;  I am  a 


registered  voter  of  the  state  of  Missouri  and . 


. County  (or  city  of  SL  Louis);  my  registered  vfiS ng  address  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 

[_ , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Subscribed  and  sworn  to  before  me  this day  of 

Notaiy  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
. Printed  Name  of  Affiant 

Address  of  Affiant  (Street.  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


IGH7Q. 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.900,  386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missou n . It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  Investment  Act  of  2016. 

386.890.  I .This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

( 1 ) "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  |municipal  electric  utility,]  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 


(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric- 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  (the  commission  tor  a public  utility 
or|  the  governing  body  for  the  supplier! other  electric  uti  1 ities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  lor 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  metei  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  toi 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  encigy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 


2 


ICsrTTQ 

for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (I)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action)  by  each  respective  governing  body): 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( 1)  of  this 
subsection. 

8.  [Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers | Suppliers  shall  submit  | the  same  report|  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  toi  the  previous 
calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

|9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void.| 

1 10. | 9.  The  governing  body  of  a supplier  shall[rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008,|  adopt  policies  establishing  a simple  contract  to  be 
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used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 ,|  HE  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. | LL  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. | IT  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.1  14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  mav  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act”.  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defi ned  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(21  "Clean  energy  resource",  electrical  energy  produced  from : 
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(a)  Wind: 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric. energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CH P; 

(b)  Has  an  electrical  generating  system  with  a capa_dty  pf  not  more  kilowatts, 

measured  in  alternating  current: 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  cj^rolled_by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  al  I of  the  customer-generators  own  electrical  energy 
requirements; 

(fi  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  bv  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  U ndcrwriters  Laboratories!  the  f ederal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrnptsjhcl  lowot 
electricity  back  onto  the  suppl ier's  electricity  li nes  i n the  event. that  service  to  the  customer- 
generator  is  interrupted ; 

m "Department",  the  departinein_Mjfatund_res^ources; 

“Micro  CHP”.  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermaLenergy  ! njLjjingle  integrated,  systemwjth  a nameplate  rated 
capacity  equal  to  or  lower  than  1 30  kil  o watts,  measu  red  in  a I ternati  ngcu  rrent, 

(7)  “Net  excess  energy”,  the  amount  of  ene  rgv  ex  pressed  inkilowatt  hours  delivered  bya 
customer-generator  to  a supplier  that  exceeds  the  aiiioynn  _of_ciiergy  cleli\jergd_by  thesuppher  to 
the  customer-generator  over  a single  bi 1 1 ing  peri od ; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
plprtriral  pnprgy  supplied  to  a customer- generatojybyjLretai I _eleciric  supplier  and  the  electrical 
energy  supplied  bv  the  customer-generator  to  the  retail_ejej:t^ 

billing  period; 


6 


(9)  "Retail  electric  supplier”  or  "supplier”,  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  fora  municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  eq uipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  makes  a determination 
that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  customer  benefiting, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the 
retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customer-generator  over  the  course  of  up  to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
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supplied  by  the  supplier  in  accordance  with  normal  practices  lor  customers  in  the  same  rate 

class; 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  suppl ied_by_the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed 1 o.LlhgJlP.Rrc^P’  ^dg 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  tins 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent ..months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  s ubd  ivisi  on  (3)  of  this  subsection  sha  1 1 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  te rminates  the  net  metering 
relationship  with  the  supplier. 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generatcgysupplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  e I_cgtxlc_s^pj3l j_e r^tjie_crecl i t_to_thc 
customer-generator  may  be  provided  by  the  wholesale  generator, 

6.  m Each  qualified  electric  energy  generation  unitji^d  bya^^^  I meet  all 

applicable  safety,  performance,  intercon nection , and  reliability  standards  established  by  any  1 oca  1 
code  authorities,  the  National  Electrical  Code,  the  National  Electricjd  Safety  Codc._thc  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  d istrib  u ted 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requireinent  not  specifical ly 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless. the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  c u sto merswh ojire  not 
customer-generators,  except  that  a retail  electric  supplier  may_  require  that  a custo^n3er-^giierator_s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easijy  accessible  dgyice  oj  feature  located 
in  immediate  proximity  to  the  customer-generator's  nieteringjiciuipment  that  would  a 
utility  worker  the  ability  to  manually  and  instantly  disgonnecjjhe  unit  1 rom  the  utility  s electric 
distribution  system; 

(2)  For  systems  often  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  und er  subdivision  ( 1 ) of  this  subsection  sha  11  not  be  requ iredjoinsta  1 Ladd i tiona I 
controls,  perform  or  pay  for  additional  tests  or  distribution  eqnipment  , ojypurchase  add i t Iona  1 

1 i a b i lity  insu ranee  beyond  what  is  required  under  subdivision  (1)  ol  thisysu bse c t i o n a 1 1 d 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  g reatc  rthan  ten  ki I o w atts , t he__com  m i ssi on  lor  public 
utilities  and  the  governing  body  for  other  utilities  shal  1 , by  rule; 

(a)  Set  forth  safety,  performance,  and  reliability  M-fmdards  and  requirements,  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 

perform  or  pay  for  add ilimaUesj^xdi-sMb.»fe  — — 1 1 [y 

insurance. 

7.(1)  Applications  by  a customer-generator  for  intereonnectjonjrtjLq^  Lej^tri_c_engrgy 
generation  unit  meeting  the  requirements  of  subdivision  (4Lpt  subjjection  2j4  this_scction  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customeozgenei^^^^ 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
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generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notify ing  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  supp liers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1,2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  a pplicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  January  1 , 2017.  shall 
be  invalid  and  void, 

10.  The  governing  body  of  a munici pal  utility  shall  by  June  1 .2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 
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1 2.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  proydsions 
of  this  section  shall  count  towards  the  respective  retail  electric  suppl i er's  accom pi ish mcnt  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assem bj y_. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  siibLecUo 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authorityjo 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  niandatory 
disclosures  of  information  by  sellers  of  q ualitied  electric  generation  u nits . AbyJ ate restecl  perso i i 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresentmglM 
performance  standards  of  any  such  systems,  or  who  believes  that  any_electric  generation  u n it 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attoriTeY_general,  vyho  sha  1 1 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  jictions. 

1 4.  Any  costs,  including  1 ost  revenues  and  lost  earnin gs  opportunities  associated  reduced  .deman d 
or  kilowatt  hours  sales,  incurred  under  this  act  by  a retail  electric^pgjleLshall ^bejpnejy 
recovered  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other  appropriate  rate  recovery 
mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  anyjjver-recovery  gr  under- 
recoverv  balance  shall  be  included  in  the  supplier's  revenue  requirement  used  to  set  rates  as 
amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered  froirgeacji  rate^d 
pursuant  to  the  supplier's  approved  rate  design.  At  the  time  anyj^eraljdiangejjLP^ 

rates  is  proposed,  the  commission  shall  permit  the  s u p p I ierto^sti  m atgt  he_t  of  a Ladle  ra  t knLpu  t put 
from  all  customer-owned  generation  for  each  rate  class  for  the  twel ve-month  period  1 ollowing 
the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using  energy  and  demjind_  billing 
units  that  reflect  the  estimated  reduction  of  energy  and  demandj i keJyJo_occur  due  to  c ustome r 
owned  generation  Wh^n  considering  costs,  the  commissiongmy_eyM.uate  the  value_of 
distributed  generation  and  clean  energy  resources.  To  t liggx  te  many_costs_,  lostre  venues^  oHos  t 
earnings  are  recovered  under  this  section  they  shall  not  rajsejheggtail  rates  chargedjpjhe 
customers  of  electrical  corporations  by  an  average  of  more  thajLoue  percent  jn_  any_year.  Agy 
1 i mitation  on  cost  recovery  shall  not  limit  the  availability  ofnet  metering  excepLilg_proyi  dedjn 
subsection  3 of  this  section. 


15.  No  consumer  shall  connect  or  operate  an  electric^generation  u nk_m  paraj lei  phase  and 
synchronization  with  anv  retail  electric  supplier  without  written_appTOyal  by  saidjjiippliejythat  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been. met.  For_a 
consumer  who  violates  this  provision,  a supplier  may  immedjatejyjmdjyithgut  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate_gaidjx)nsuiner's  electri c_ser v ice. 


16.  The  manufacturer  of  any  electric  generation  unit  used  jyy  a_custoiner-generator  may  be  held 
Hgblefor  any  damages  to  property  or  person  caused  b^jidefectjn  thAefecTric_gcneratjcyn  nnitol 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  e I ectr ic  gen erati on  u n i Uyho_kno wjng I y 
misrepresents  the  safety  aspects  of  an  electric  generationunitmayLbe  held  liable  forany  .damages 
to  property  or  person  caused  by  the  electric  genera tion  unit_of  a customer-gencrator. 
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386.910.  1 . This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
August  1 , 20 17.  the  commission  shal  1 adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-communitv-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  located  within  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation 
is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  u p to  two  percent  of  the  electrical  corporation’s  single-hour  peak  load  din  ing 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  a community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  provided  in  subsection  5 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
including  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
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benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  val  ue  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  thecustpmefs 
tota  1 bill.  Owners  and  operators  of  commun i tv  solar  facilities  shall  not  be  considered  a pu bl i c 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owneror 
operator  who  is  a n e 1 ect r ical  corporation . When  a community  solar  facility  is  placed  i n service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a periMoftw^ity 
years. 


6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessaxyqqjcarry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corpoxatipns  tp  i ccoycr 
costs',  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly_processJ 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2;  and  provide  option  s^yvhich  may 
include  financial  incentives,  to  encourage  low-income  participatjorb 

7.  Any'  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that.is  created  u.ndei 
t he  authori tv  delegated  i n this  section  sha II  become  effective  only  if  it  complies  withjmd  i s 
gi^jecjjn  all  of  the  provisions  of  chapter  536  and^inipplicabje,., section  5 3 6j)2_8 . Th  is jje  c_t io 1 1 
and  chanter  536  ai^jio^a.sey^rable  andJiAny.oft)ie_powers  vested  with  the  general  assembly 
under  chapter  536_tpje\^i_ew,io  delay_the  effective  date,  or  to  disapproy^md,a^ 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule_p_rqpQsed 
or  adopted  after  January  1 . 2017.  shall  be  invalid  and  void. 

386. 1000.  1 . For  all  t:!iycnrjLbeginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring. costs 
and  expenses  for  the  i nstal  1 at jon  of  a clean  energy  resource_project  shall  recei v.e  a_taxj:redi t, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  taxJjabjlLty  incurred  pursuant  to 
chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143  191  to  143.265 , hum  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  totafa  mount  pf  ej  can  e nerg  v tax  credits  offered  annually  shall  not  exceedone 
percent  of  the  value  of  electricity  usedjn  Mjsgoijji_asjle^  in  subsection^!. 

2 . T he  department  of  economic  development  sha  11  certify  when  the  tax  credits. provided,  i n this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed,using  tax  credits  underjhjs 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpaygrthat 
submits  an  application  for  a tax  credit  un^<-  «»-<*inn  once  the  one  thousand  megawatt  1 1 nut 

has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorizationjo 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3 “Clean  energy  resource  project”  shall  be  defined  as  a project  producingelectrical  energyjrom 
a clean  energy  resource  as  defined  in  section  386-9Q0_or_othor  technojogy^eligible  1 0LHe t 
metering  as  defined  in  386.900.  A “taxpayer”  shalLmemLany_entity^ubxecno  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  includMjnJhecost^i^igiMeT^ 
shall  include,  but  not  he  limited  to.  expenses  necessary  fo.rJJie^iMuctioiLOf  a cle_an_ejien^y 
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resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  sucjLPmfieityJs 
used  as  an  integral  part  of  the  dean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each  fiscal 
year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  on ly  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 
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7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  econom ic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application _was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day, 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  departmenlofecono 

disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  it  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
unde  r this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  requests  refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wants tornaintainjts 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy. Fu nd 
unti  1 completion  of  the  project.  At  least  once  per  quarter,  t 1 i c jfcpa  rtm e n t of  economic 
Hpvglnpment  shall  publish  a list  identifying  the  amount  ojjax  credits  recei  v i n gi  nit  i ajjtppro val 
and  final  approval  for  each  fiscal  year  and  the  amount  ol Jax_^redits  reserved  for  fiiture_ycais,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed_by 
the  department  of  economic  development  w ithin  th i rty_daysiol_  its_subinjssion . In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  own ers h i h a ITjncju d e evidencg  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  e v i d e n c c m ayjn  c i u d e a 
vvnrrn  nty  deed , rlosinp  statement  or  other  form  approyed_by  thedepartment . Proof  ofsrte. 
control  may  he  evidenced  by  a leasehold  interestoranopnonjoa^ 

(2)  Design  plans  for  the  clean  energy  resource  project,  including.one-line  diagrams  stamped 

by  a professional  engineer,  when  applicable; 

(3 ) t he  estimated  costs  and  expenses  to  be  incl uded  .LPJhg-P°st  basis  ej igible  for.thejax 
credit,  the  local  electric  utility  provider,  the  estimated  protect  start  date,  and  the  estimated 
project  com pletion  date; 

(4)  The  application  deposit  required  under  subsection  7_oftlijs. section,  to  be  deposited  in. t he 
Clean  Energy  Fund:  and 

(5)  a ny  other  information  which  the  department  of  economjc_devejopment  may  reasonably, 
require  to  review  the  project  for  approval, 

o a ny  disapproved  application  shall  lose  ori ori t izati onl)ase_d  on_the_filin g date.  If  an_ap_piicatmn 
is  removed  from  the  review  process,  the  department^, ejxmomic  de^ 
taxpayer  in  writing  of  the  decision  to  remove  suc^  havc  OQg 

pppnrmnity , not  to  exceed  ten  days  of  notification^!  disapproval  deficiencies  in 

the  initial  application  without  losing  its  priority  before  becomin&djsapproved.  Dlsjp&royed 
applications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted.  but_shallbedeemedlo  be_a  new 
s u hmission  for  purposes  of  the  priority  procedures_descnbedj n_this_se_ctjpn. 
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1 0.  If  the  department  of  economic  development  deems  the  application  sufficient  JhejaxBayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  graiitedjo 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section, 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shal  1 include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission , 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  ap  p I [cat  ion  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section . 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
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expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  fin  a 1 a p proval  application , T he  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section . 


15.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  Forward  for  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148,  except  (or  sections  143.191  to_j43.265 
for  the  s u c ceeding  ten  years,  or  until  the  full  credit  is  u sed , whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  withassignee  retainingjhe 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  1 he  assignor  of  tax  credits 
sha  1 1 perfect  such  transfer  by  not  i lying  the  de  partment  of  economj  c_  development  in  w riti  n g 
withi n th i rty  calendar  days  followi ng  t he  effective  date  of  the  transfer  and  shalLproyi de  any 
information  as  may  be  required  by  the  department  of  economic  development  to  administer  and 
carry  out  the  provisions  of  this  section . The  state  tax  credit  shall  not  be  subjegt  to  recapture 
provisions . For  financial  institutions,  credits  authorized  pursujinf_toJhis  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  bejssued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  eventJlie_anioimLof  eligibje_cc)sts 
a n d expense s incurred  by  a taxpayer  woul d result  in  the  issuance  o I _an_a in ount  o I taxcied i l sin 
excess  of  the  amou nt  provid ed  under  s uch  taxpayer's  approva I granted  under  this  section,  sue h 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  injin  amount  equal  to  sudi 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  applicati onjjjipioyaMetter 
received  from  the  department  of  economic  deyelopnigjrh 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536X)IO.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  ifjLcomplies^ilh_Mdjs 
subject  to  all  of  the  provisions  of  chapter  536. 
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STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Secretary  of  Statf. 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  14,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  8 (2016-171) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Roster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  thjgjetition;  1 am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  vgt^ig  address  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  l believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street.  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.870, 386.900  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid , the  environment , and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.870  to  386. 1 000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  Investment  Act  of  2016. 

386.870.  An  electrica I corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  rcsou rce,  as  defi ned  in  386.900,  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  bv  more  than  one  half  of  one  percent  in  any  year. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility  ,|  rural 
electric  cooperative  as  provided  in  chapter  394|.  or  electrical  corporation  as  provided  in  this 
chapter); 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierl other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  il  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electiic  supplier , and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 


2 


iG-n 

maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  [For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (I)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  arc  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  (the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities  1 shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  ( 1 ) of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  fding  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  oi  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers]  Suppliers  shall  submit  I the  same  report|  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  for  the  previous 
calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

|9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  i ules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void.| 

1 10. | 9.  The  governing  body  of  a supplier  shall|  rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be 
used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 . 1 1C).  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. | 1 L The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

[ 13. 1 12,  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14. | 13,  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.1  J4,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16. | }5,  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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( 1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter: 

(2)  "Clean  energy  resou rce",  electrical  energy  produced  from: 

(a)  Wind: 

(b)  Solar  thermal  sources: 

( c ) Hydroelectric  sources: 

( d ) Photo v o Itaicce  11s  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources: 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017 , and  arc  cert ified  as 
clean  by  the  department. 

(3)  "Com mi ssion",  the  pu blic  service  commission  of  the  state  of  M issonri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a cle an  en e rgv  resource  or  micro  CHP ; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlle^bxthe_ctistorner- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

fe')  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  ow.n_electrical  energy 
requirements; 

(f}JHeets_aLLap|4icable  safety,  performance,  interconnection,  and  re  1 i a b i I i ty  st a ndards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety_Cp.deJ.he  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  UboratoriesHhe.  Federal  Ene^ 

Onmmssjcm  jtnd  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flovy_ot 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer; 
generator  is  i nterru ptedj 

(5)  "Department",  the  de partment  of  natural  resources; 

(ft)  “Micro  CHP1’,  combined  heat  and  power  or  cogeneration  systems  that  si  mu  Ijaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a. nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  altcrnatmg_current; 
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(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  bi lling  period; 


(S')  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  su pplLedtoa  c u stome  r-gejieratq r by  a_re  ta  i 1 electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 


(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 


3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 

su p plier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  elig ible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  etnii pment.  unless  the  commission  makes  a determination 
that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  customer  benefiting, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the 
retail  electric  supplier,  and  any  amou nt  u p to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customer-generator  over  the  course  of  up  to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 
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(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  i n accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  bv  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  bi  1 led  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  bv  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  suppl icr . 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6,  ( 1 ) Each  qualified  el ectric  energy  generat ion  unit  used  by  a customer-generator  shall  meet_ajj 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  remnremgntjipt  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  req uire  that, a customejigenerators 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible_device  or  feature  located 
in  immediate  proximity  to  the  custonier-generatoj^s^iie_teringcii_inpment  that  would  allowa 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  uniLtjgmJhe_utjljty's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  I es^  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  sha]l_  not_be_refluj.red  to  instaUjtdditjonal 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipmenLor  pm^m  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subs^tjonjuid 
subsection  4 of  this  section; 

(3j  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  govern i ng  body  for  other  utilities  shall,  by  rule: 
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fa)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liabili ty 
insurance. 

7.  ( 1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retai  1 electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier’s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer- generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 

i nchiding  the  followi ng  information  for  the  previous  calendar  year: 

(1)  The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer- generators. 

9.  The  commission  shall  by  June  1 . 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  a ny  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  ru le  proposed  or  adopted  after  January  1 , 2017,  shall 
be  invalid  and  void. 
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) U)  IV 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 . 2017  adopt  policies  establish i ng  a 
simple  contract  to  be  used  fo r i nte rc onnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generat i ng  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  thi s section  shall  cou n t towa rds  t he  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  sta n dard s of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions, 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  reduced  demand 
or  kilowatt  hours  sales,  incurred  under  this  act  by  a retail  electric  supplier  shall  be  timely 
recovered  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other  approprjatexatgjiecov^ 
mechanism.  At  the  time  of  any  general  change  in  a supplier’s  rates,  any  over-recovery  or. under- 
recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement  used  to  set  rates  as 
amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered  from  each  rate  class 
pursuant  to  the  supplier's  approved  rate  design . At  the  time  any  general  change  in  prospective 
rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the  total  generation  output 
from  all  customer-owned  generation  for  each  rate  class  for  the  twelve-month  period  following 
the  effective  date  of  anv  change  in  rates,  and  rates  shall  be  set  using  energy  and  demand  .billing 
units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely  to  occur  due  to_customer 
owned  generation.  When  considering  costs,  the  commission  may  evaluate  the  value_ol 
distributed  gene  ratio  n and  clea  n energy  resou  rces.  To  the  extent  any  costs  .lost  re  veil  ues,  or  lost 
earnings  are  recovered  under  this  section  they  shall  not  raise  the  retail  rates  chargedjto_the 
customers  of  electrical  corporations  by  an  average  of  more  than  one  percent  in  any  year..  Any, 
limitation  on  cost  recovcry  shall  n()t  liinit  thc  ayiii|abilit^Mjf  net  metering  except  as  provided  in 
subsection  3 of  this  secti on . 


15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase_and 
synchronization  with  anyretail  clectric_siipplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 ot  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision . a supplier  may  immediately_and_without  not i.ce_ disc o mice t 
the  electric  facilities  of  said  consu mer  and  terminate  said  consumer's  electric  service. 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 ,2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  lax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missou ri  as  determined  in  subsection  4. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
u nder  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 

an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  bv  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
a 1 1 owed  by  1 8 CFR  § 1 41  or  an  equivalent  as  determined  bv  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  bv  the  commission.  The  commission  shall  publish  the  value  of 
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elect ric i tyu serf i n Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each  fiscal 
year. 

5.  The  provisio ns  of  this  section  notwithstanding,  a claimant  may  on lv  appl v for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 

a lte m at i ng  current,  per  project.  No  electrical  corporati on  as  deft ned  un der  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim . transfer,  or  assign  any  tax  cred it  under  th is  section. 

6 .  ' fhe  “Clea n Energy  Fund”  is  hereby  created  within  the  state  treasu ry  w hieh  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  i n the  Clean  Energy  Fund 
all  moneys  coll  ected  as  a result  of  the  application  deposits  required  under  th  is  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Anyjrioneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energjiliirojiglLdt.e 
efficient  administration  of  the  clean  energy  tax  credit  program  crcatcd  undcr  this  section, 

7. T  o obtain  approval  for  tax  credits  allowed  under  this  section . a taxpayer  shall  submit  an  initial 
appjjcation  for  tax  credits  to  the  department  of  economic  development.  Each.appljcatjon^hal  1 be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  tlie  appl ication  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on Jhe_sa me  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  appJicatitm^shalLbe 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  ec()noinic_dgyejopnicnt 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  f und  it  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  request  a refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wantsjo  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  ijrthe  Clean  Energy  Fund 
until  completion  of  the  project.  At  least  once  per  quarter,  the  department ,of_gcon_omic 
development  shall  publish  a list  identifying  the  amount  of  tax  crcditsj~gcemng  initial  approval 


and  final  approval  for  each  Fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  recpiired  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund:  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
req u ire  to  review  the  proj ect  for  app roval . 

9.  Any  disapproved  application  shall  lose  prioritization  based  on  the  filing  date.  If  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  The  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  deficiencies  in 
the  initial  application  without  losi ng  its  priority  before  becoming  disapproved.  Disapproved 
applications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new 
submission  for  purposes  of  the  priority  proced ures  described  in  this  section. 


10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  in itial  appli cation.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  depart ment  of  econom ic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  developmen t shall  cont inue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 
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12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  all ocation  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  availab I e then  a profession al  engineer  sh a II  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Com m i ssi  on , 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund , 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  sltal I be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  cli»ible_cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer.MlhJJ.RU<lP-l)Jhe_certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  asajnstjhe 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148,  except  for  sections  143.191  to  143.265 
for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retaining_the 
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same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
within  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shall  provide  any 
information  as  may  be  required  by  the  department  of  economic  develo pment  to  administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provisions . For  financial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  econ omic  development  credits  for  purposes  of  section  148.064. 


16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer’s  approval  granted  under  this  section,  such 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an  amount  equal  to  such 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 10 1 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  7 (2016-170) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1, 201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty'  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection^at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  thisS&tition;  I am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my^sstered  votgag  addrgps  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

l . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  oj  Missouri: 

Section  A:  Sections  386.860, 386.870, 386.910  and  386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.870. 386.910  and  386.1000  shall  be  known  and  cited  as  The  Clean  Energy 
1 independence  and  Investment  Act  of  2016. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provi  ded  the  energy  consumed  at  such  stations  is  part  i a 1 1 y powered  by  a 
renewable  energy  resource,  as  defined  in  386.890.  or  offset  with  renewable  energy  credits,  as 
defined  in  393 . 1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates 
charged  to  the  customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any 
year. 

386.910. 1 . This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act” 

2.  Within  thirty  days  of  enactment  of  this  section . the  commission  shall  open  a docket  and  by 
August  1 , 20 1 7,  the  commission  shall  adopt  ru  1 es  and  regulations  allowing  customers  to 
participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  located  within  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation 
is  as  defined  in  386.02( ) . 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facil i ties  shall  not  count  towards  the  system-wide  net  metering  cap  defined  m 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporatio  n s shall  be  allowed  to  own  or  ope  rate  commu  n ity  so  I ar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  the  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation’s  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  i ncrease  the  aggregate  capacity  cap  above 
foil r percent,  or  adjust  the  percentage  cap  of  electrical  corporations  own i ng  community  solar 
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facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 


4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  a community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  b i 1 1 credits  provided  in  subsection  5 

5.  Kilowatt  hours  generated  from  com  muni  tv  solar  facilities  shall  be  a I located,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bi  11  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  bend  its  of  solar  energy 
including  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distri bution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average_retaji 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer  s 
tota  1 bil I.  Owners  and  operators  of  com munity  solar  facilities  shal  1 not  be  considered  a public 
utility  as  defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  pwn_er_gr 

o pe  rat  or  wh  o is  an  electrical  corporal  io  1 1.  When  a community  solar  facility  js_  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-communitv-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  tocajiyouLthe 
provisions  of  this  section.  The  commission's  rules  shall:  allow  electrical^orporatjons  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 

inc hi d i ng  a reservation  system,  to  allow  potent ial  community  solar  facilityovyners  and  operators 
t o deve lo p projects  within  the  capacity  1 i mits  in  subsection  2;  and  proyidg_opti on s,  which  may 
incl tide  financial  incentives,  to  encourage  low-income.participat.LQIL 

7.  Anv  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if ^iico.iop!iesjyitjLandis 

su bject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028. J_his  section 
and  chapter  536  are  nonseverable  and  if  anv  of  the  powers  vested Mtjjjhe, general  assembly 
u nder  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove^ nd  annul  a rule  are 
subset] uentlv  held  unconstitutional , then  the  grant  ot  rulemaking  authority  and jiny_ru le  proposed 
or  adopted  after  January  1,20 17,  shall  be  i n val i d and  vo]cL 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 20L6,  any  taxpayer  incurring_costg 
and  expenses  for  the  installation  of  a clean  energy  resource  pro[ect_shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  1 iability  incurred  pursuant  Jo 
chapter  143.  exclusive  of  the  provisions  relating  to  the  withholdin.ojjHax^^  in  sections 

143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  thejotal  cost  and  expense^  of  the 
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project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection^ 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 

c u rrent.  of  additional  clean  energy  generation  resources  i nstalled  using  tax  credits  under  t hi is 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to,  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
an d expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 

an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  t h ree  dollars  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  val ue  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
a Mowed  by  18  CFR  § 141  or  an  eq  uivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each  fiscal 
year. 

5.  The  provisions  of  this  section  notwithstanding,  a cla iman t may  only  apply  for  an d receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 
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The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  vv ithin  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  accou n t created  by  this  section  sh all  be 
appropriated  and  used  only  fora  purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  ad m i n istration  of  the  clean  energy  tax  credit  progra m created  under  this  section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  (lcvej()pinent.  Ejtchjigplication  shallJte 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  vvatt,  niea^ij^djnjtltgrnating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  he  refunded  at  completion  of  the  project  or  it  the  d c p a rt tnen t olTcon o m i c_d  eve  Ijj  pment 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Cjean_Eneigxj^ 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  mayjgguest  a refund  ol 
Uie_applicalion  deposit  and  lose  its  spot  in  the  priority  queue,  llthejjixpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  in  theT^lean  En e rgy  fund 

u n t il  completion  of  the  project.  At  least  once  per  qua rter , the  department  of  economic 
d eve  lop  mentsha  1 1 publish  a list  identifying  t he  amount  of  tax  cred  its  receiving  initiaLapprovaj 
mid_final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  rgseryed  for  fuTure_ygjugj.il 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  depa rtment  of  economic  development  within  thi rty_  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  ol  ownership_shall  include  evidence  that  the 
ta x payer  is  the  fee  simple  owner  of  the  eli gi bl e property.^  S uchey  idencemayjncl ude  a 
warranty  deed,  closing  statement  or  other  form  approved, by_t_h_e  department.  Proof  ol  sjte 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  j nte jest , 
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(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fu nd;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 

9.  Any  disapproved  application  shall  lose  prioritization  based  on  the  fili ng  date.  If  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  The  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  deficiencies  in 
the  initial  application  without  losing  its  priority  before  becoming  disapproved.  Disapproved 
applications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubm itted,  but  shall  be  dee med  to  be  a new 
submission  for  purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall _be  notified  in  writin g of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amoun t available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  i nitial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  vvitlii n nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  depart ment  of  economic  deve lopment  to  be  cred ited  to  the  Clean  Energy  Fund. 
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the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 


13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  i n calendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
with]  n calendar  year  20 16  shall  be  deemed  el  i gible  fort  he  tax  credit  tin  der  this  sect  ion . 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  an  d apply  for  fina La  pprova  I and  issua  nee  of  tax  creel  its  Iromthe  departmen  t 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  thg  clcan 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  contimijng  the  costs  and 
expenses  incurred  for  pu rposes  of  determining  the  el i gi ble  cost  basis  for  t he  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  thedepartment 
shall  inform  the  taxpayer  by  letter  and  shall  issue , to  the  taxpayer,  tax  cred itce rt i f'icates  w i t hi n 
thirty  days  of  receivi ng  the  final  approval  application.  The  taxpayer  shal I attach  the_certificate  to 
a II  Missouri  income  tax  returns  on  whic h the  credit  is  claimed.  The  depart ment  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  ent i t led  pursuant  to  this  section. 

1 5.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  ] or  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148.  except  for  sections  |43.191  to  143.265 
for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  gccursjjrst^.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retaining  the 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  bv  notifying  the  department  of  economic  development  in  writing 
within  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shalLprovide  airy 
information  as  may  be  required  by  the  department  of  economic  developmcpLto_administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provisions.  For  financial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

1 6 . Except  as  expre ssly  p rovided  in  this  section , tax  credit  certificates  shall  be  issued  in  the  yea i 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount_of  ejigible  costs 
a nd  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
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excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  this  section,  such 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an  amount  equal  to  such 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application_approval  letter 
received  from  the  department  of  economic  development. 


17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section . Any  rule  or  portion  of  a rnle^jisjliat  tcrm  is  defined  in  section  536.010,  that  js  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  wjth_and_is 
su bject  to  all  of  the  provisions  of  c hapter  536. 
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DEC  1 2015 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  14,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
JefTerson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386.  version  6 (2016-169) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1, 2015. 

We  arc  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  I 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 0 1 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • FLECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOI.ENER  LIBRARY 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  £§ 


[Official  Ballot  tide] 
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STATE  OF  MISSOURI,  COUNTY  OF . 


K> 

O 


l(  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  oj  Missouri: 

Section  A:  Sections  386.950  and  386.1000  are  enacted  to  read  as  follows: 


386.950.  Clean  energy  resources  a nd  distributed  electric  generation  provide  benefits  to  the 
electric  grid . the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
pplj cv.  386.1000  shall  be  known  and  cited  as  The  Clean  Energy  Independence  and  Investment 
Act  of  2016. 

386.1000.  1.  For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “e I ean  energy  tax  cred it”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,cxclu sive  of  the  provis i ons  relating  to  the  vv i t hholding  of  tax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4. 

2 . T lie  department  of  economic  development  shall  certify  when  the  tax  credits  provided  i n th i s 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additio nal  clean  energy  gen eration  resources  insta lied  using  tax  credits  u n der  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30,  2022,  the  authorization  to 
issue  additional  clean  energy  tax  credits  shall  sunset. 

3 . “Clean  energy  resource  project”  sha  1 1 be  defined  as  a proj ect  p reducing  electrical  ene rgv  from 
a renewable  energy  resource  as  defined  in  section  386.890.  A “taxpayer”  shal L mean  any  entity 
subject  to  taxation  of  income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost 
basis  eligible  for  the  tax  credit  shall  include,  but  not  be  limited  to,  expenses  necessary  for  the 
production  of  a clean  energy  resource  project  that  is  tangible  personal  property,  or  other  tangible 
property  if  such  property  is  used  as  an  integral  part  of  the  clean  energy  resource  project 
installat ion,  and  shall  include  costs  and  expenses  al I ow able  with  respect  to  depreciation  or 
amortization  in  lieu  of  depreciation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the 
state  tax  credit,  shall  not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar 
photovoltaic  projects  and  an  equivalent  amount  for  other  clean  energy 

resource  projects  measured  in  alternating  current.  If  the  total  project  costs  exceed  three  dollars 
per  watt,  the  basis  eligible  for  the  state  tax  credit  shall  nonetheless  be  limited  to  three  dollars  per 
watt. 

4 . For  t he  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386 .890, 
per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall  be 
determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  1 as 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
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sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  value  of 
el ectricity  used  in  Missou ri  to  t lie  public  and  department  of  economic  development  within  sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginning  of  each  fiscal 
year. 

5.  T he  provisions  of  this  section  notvvi t h standing,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  i nstallations  up  to  two  hundred  kilowatts,  measured  i n 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credi t under  this  section. 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasu re r w i t ho u t legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
C lean  Energy  Fund  a n d t h e accounts  created  within  the  Clean  Energy  Fund.  Any  moneys. 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys,  shall, remain 
in j lie  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed ^and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  accou nt  within  the  Cl ea n Ene rgv  Fund  s hall  be  added  to  such  a c c o u n t a n d s h alQiotJte 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean^iiergy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  otMam  approval  for  tax  credits  allovyed_under  this  section,  a taxpayer  sha  1 I siibmit  an  i n i t iaf 
application  for  tax  credits  to  the  department  of  economic  development. _Each, application  shall _be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  appUcationyyas 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the_same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applicajjons  shal I be 
reviewed.  Each  application  shall  i nclnde  a two  cent  per  watt,  measured  in  alternati n g current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energyjnind.  Such  .application  deposjt 
shall  be  refunded  at  completipnof  the  projector  if  the  department  of  econom  iccLeyclopment 
disapproves  the  project.  1 he  application  deposit  shall  be  retained  in  the  Clean_Energy_Fiin_d  if  the 
application  is  withdrawn  bv  the  taxpayer  or  the  protect  is  not  completed  within  the  time  specified 
under  this  section  inhere  is  an  application  priority  queue,  the  taxpayej^  may_request  a rcfnncl  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the.taxpayer  wants  to  maintai  n its 
position  in  the  priority  q uetie,  the  appl  i cation  deposit  shall  be  reUn'nedmtheClean  Energy  bun  d 
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unti  1 completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic 
development  shal  1 publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval 
and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 


8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 


( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
bv  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approva I . 

9.  Any  disapproved  application  shall  lose  prioritization  based  on  the  filing  date.  If  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  The  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  deficiencies  in 
the  initial  application  without  losing  its  priority  before  becoming  disapproved.  Disapproved 
applications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  shal  I be  deemed  to  be  a new 
submission  for  purposes  of  the  priori  tv  procedures  described  in  this  section. 


10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsecl ion  7 of  this  section. 


1 1 ,  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  u nder  this  section  is  exhausted,  a 1 1 taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
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and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 

12.  All  taxpayers  with  appl i cat i on s recei vingjn it i lal  approva  1 shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  front  the  department  of 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  i ncurred  and  the  project  is  expected  to  be 
completed  within  three  moil t Its,  I f the  depa rt  men t of  econo m ic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  t he  req uire m ents  p rovided  u nder  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and , upon  recej pt  of  siich  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commencedAclean 
energy  resource  project  in  calendar  year  2()l6  and  otherwise  complied  with  subsections  j and  5 
within  calendar  year  2016  shall  hcydeemed  eligible  lor  the  tax  credit  under  this  section. 

]4.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initjal  appro  vaj_s  h a 1 1 
complete  the  project  and  apply  for  final  appro val  and  issuance  ot  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs. for  the  clean 
energy  resource  project  .The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  acpoimtant  conijjrningthe  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligi_ble_cosLbasjs  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue^jpjhejaxpayej^  withm 

thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attachjhe  certificate  to 
all  Missouri  income  tax  returns  on  which  thc_credit  isj:laimed  Jhejlepartmenlc)fLecon^m_ic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  enti tied  pursuant  to  this  secti on . 

15.  if  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  th^earinjv^ich  the  clean 
energy  resource  installation  is  placed  in  service,  the  a mount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  fpr_credit _against_the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148,  except  for  sections  143 ._L91  to  143.265 
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for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
el igible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retainjngjhe 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
within  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shall  provide  any 
information  as  may  be  req uired  by  the  department  of  economic  development  to  administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subiect  to  recapture 
provisions.  For  financial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  whic h the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  this  section,  such 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an  amount  equal  to  such 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subiect  to  all  of  the  provisions  of  chapter  536. 


DEC  f 4 2015 

STATE  AUDITORS  OFrICc 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


SECRETARY  OE  STATE 

State  of  Missouri 


Elections  Division 
(573)751-2301 


December  14,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  5 (2016-168) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1. 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Rosier 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  801  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

j( , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
_ Printed  Name  of  Affiant 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  oj  the  state  oj  Missouri: 

Section  A:  Section  386.890  is  repealed  and  sections  386.860,  386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment , and  the  economy  of  M issou ri . 1 1 shall  be  the  pol icy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.870  to  386.1000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  Investment  Act  of  2016. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric- 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  reta [I  rates  c h arged  to  t he 
customers  of  electrical  corporations  by  more  than  one  half  of  one  perce n t in  any  yea r . 

1386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  electric  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  provided  in  this  chapter: 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier: 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources: 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
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of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of 
net  metering  systems  to  an  amount  above  five  percent.  However,  in  a given  calendar  year,  no 
retail  electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  It 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  if  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earliei  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
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the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  respective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  ( I ) of  this 
subsection. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
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under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utility  shall,  within  nine 
months  of  January  1 , 2008,  adopt  policies  establishing  a simple  contract  to  be  used  for 
interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application  process 
shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  tor  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator.  | 

386.900.  1 .This  section  shall  be  known  and  mav  be  cited  as  the  "Enhanced  Net  Meteringjind 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 


2.  As  used  in  this  section,  the  following  terms  shal  1 mean: 


( 1 ! "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,_as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility,  rural  electric 
cooperative  as  provided  in  chapter  394,  or  electrical  corporation  as  jtroyMed_j_n_tjns  chapter, 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind; 

(b)  Solar  thermal  sources; 

(c)  Hydroelectric  sources; 

(d)  Photovoltaic  cells  and  panels; 
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(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 .2017,  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  current; 

(c)  Is  located  on  a premises  owned,  operated . leased,  or  otherwise  cont rolled  by  the  custome r- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retai I electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  e ne rgy 
requirements: 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  govern ing  authorities:  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted: 

(5)  " Department",  the  department  of  natural  resources: 

(6)  “Micro  CHP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  c ustomer-generator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  appl i cable 
billing  period; 

(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility,  rural  electric  cooperative  tin 
chapter  394  or  electrical  corporation  regu lated  under  this  chapter  that  prov ides  retai  I elect ri c 
service  in  this  state. 

3.  A retail  electric  supplier  shall : 
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(1 )  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  for  other  electric  utilities  may  increase  the  total  rated  generating  capacity  of 
net  metering  systems  to  an  amount  above  seven  percent.  However , in  a given  ca  I c ndar  year,  no 
retail  electric  supplier  shall  be  requi red  to  approve  any  application  for  interconnection  iLLhejotaf 
rated  generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 


(2)_Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  add i tional  sta ndbv,  capacity,  interconnection,  or  ot her  fee  or  c harge  t hatjyoukl  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generatoiiand. 

O')  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  rentnmnientsjtHljLis 
necessary  for  the  electri c supplier  to  install  additional  distribution  eq uipment  to  accommodate 
the  customer-generator's  facil itv.  the  retail  electric  supplier  shall  pay  fo r t h c_co  s t s to  j hi re] i ase 
and  install  the  necessary  additional  equipment,  unless  the  commission  makes  a determination 
that  t he  customer-gen erator  is  the  only  customer  benefiting  f rom  the  additional  distribution 
equipment . 1 f the  commission  determines  the  customer-generator  is  the  only  customer  benefiting, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses_._At_the  request  of  the  customer-generator,  such  costs  may  bejnitiallypaidtorbythe 
retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customepgenerator  over  the  course  of  up  to  twelve  billing  cycles, 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) Fo r a customer-generator,  a retail  e lectric  supplier  shall  measure  the  net  elec t ri  ca  1 energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  hicfejiiig  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  empj oyi ng jmi  1 1 i pie 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
ge  nerator  du  ri  ng  a bi  1 1 i ng  period . the  customer-generator  shall  bebilled  forj  he  net  electricity 
gl!lT--fl  hy  th^npplipr  in  accordance  with  normal  practices  for  customers  in  thc_same  rate 

class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the^fectneity  supplied  by.  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  1 1 1 e_a p p r o pri ate 
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customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection.3ofthis 
section  and  a II  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationshi p with  the  supplier. 

(5)  For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  upon  agreement  of 
the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  abili tv  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system: 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( 1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
utilities  and  the  governing  body  for  other  utilities  shall,  by  rule  or  equivalent  formal  action  by 
each  re s pective  governing  body: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 


for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a ccrtificatioijjTOiri  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  recei pt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail.. el e c t r i j^sti p pjj e r s 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  noti  I led  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 


(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  s ha  II  submit  a n annual  net  metering  re  port  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-gene rator  faci Iities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-geneyatorsyand 


(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators,. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  forjhe ; achmnjstmjjon 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  j_haLslnipic_^oiitra_cts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hinicked  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  ajnmpje. interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  r u 1 eor  p o rt ionof  a rule , 
as  that  term  is  defined  in  secti on  536.010.  th at  is  crea ted  unde r the  authority_de_l egated  in  this 
sectio  n shall  becom  e effective  only  if  it  com  plies  wit  h and  is  s ubject  to  all  of  t he  provision  sol 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  c h a p ter  5 36jtre  non  sev_e  ra b j e 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  53fo  joj^jew  jo  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  uiiconstltutioiial  . then 
the  grant  of  rulemaking  authority  and  any  rule  propc)sed  or_adopted  al ter  January  l v2017 . shall 
be  invalid  and  void. 

10.  The  governing  body  of  a rural  electric  cooperative  or  municipal  utilit^shajl  byjunej , 20,17 
adopt  poli cies  establishing  a simple  contract  to  be  used  for  iiUerc()nnectJcm  aiHl  i]ct  nietexi ng.  For 
systems  of  one  hundred  kilowatts  or  less,  the  application  process  shall  u^anALfohjfohc 
document  that  includes  a simple  interconnection  request,  simple  procedures,  audji  brief_set  of 
terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  anv  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  rctail  electi ic  suppl] e i 
shall  have  no  liability  absent  clear  and  convincing  evidence LPQjPdLQlIlh^PhJl^ 

12.  The  estimated  generating  capacity  of  all  netmeteringsxstemscqierating  undejjhe  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  suppl ier's, accompl ishmenLof  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missou r[  general  assembly. 
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1 G>-1  G§ 

1 3.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407 .720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  ea rnings  opportunities  associated  reduced  dem and 
or  kilowatt  hours  sales,  incurred  under  this  act  by  a retail  electric  supplier  shall  be  timely 
recovered  in  that  utility’s  rate  structure  in  the  form  of  a tracker  or  other  appropriate  rate  recovery 
mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any  over-recovery  or  under- 
recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement  used  to  set  rates  as 
amortized  over  a period  not  exceeding  three  years,  and  shal I be  recovered  from  each  rate  class 
pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general  change  in  prospective 
rates  is  proposed,  the  commission  shall  permit  the  su pplier  to  estimate  the  total  generation  output 
from  all  customer-owned  generation  for  each  rate  class  for  the  twelve-month  period  following 
the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using  energy  and  demand  bill  mg 
units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely  to  occur  due  to  customer 
owned  generation.  When  considering  costs,  the  commission  may  evaluate  the  value  of 
distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs,  lost  revenues,  or  lost 
earnings  are  recovered  under  this  section  they  shall  not  ra i se  the  retail  rates  ch arged  to  the 
customers  of  electrical  corporations  by  an  average  of  more  than  one  percent  in  any  yea r.  Any 
limitation  on  cost  recovery  shall  not  limit  the  availabi lity  of  net  metering  except  as  provided  in 
subsection  3 of  this  section. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  w i t hout  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufactu rer  of  any  electric  generation  unit  who  k nowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386,910.  l.This  section  shal  I be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  th  is  section,  the  com  miss  ion  sha  II  open  a docket  at  id  by 
August  1 , 2017,  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
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participate  in  community  solar  facilities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  located  within  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation 
is  as  defined  in  386.020. 


3.  The  aggregated  capacity  of  com munitv  solar  faci lities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap^Lefined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or.  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  pea k load  du ri ng  the  previous  year.  Entities  or  individuals  that  arc  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  faci  1 i tics  with  an 
aggregate  capacity  up  to  two  percent  of  the  electrical  corporation’s  single-hour_peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  lor 
community  so lar  facilit i e s owned  by  a n electrical  corporation  to  be  included  i n such  electrica I 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  comm un ity_solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  comm u n i ty  sol a i 
program  shall  be  expanded., .and  the  conunissionjuaxincrease  the  a^gj^ate  capjLcjty^capjtboyc 
jTj'r  pTZfTT^TJ^djii^t  the  percentage  cap  of  electrical  corporations  owning  comniumtysolar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  ^pansjpn_vyhen 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax _credits.und.er _sectjon 
386.1000. 

4 . F or  any  com  mu  n i ty  sola  rfac  i 1 ity  t h a t is  owned  or  operated  by  an  entity  other  than  an  -.electrical 
corporation,  the  energy  generated  bv  a community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  w hich  it  is  interconnected  in  exchange  for  the  all ocation  and  faci  1 i tat ion 
of  bill  credits  provided  in  subsection  5 

5.  Kilowatt  hours  generated  from  community  solar  facilities  shaU_be  aliocajed  ^uya  pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  djjPctjonjjLLhe 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  coiumLs_si»n  shall  determine  the 
value  of  bill  credits  per  kilowatt  hour  taking  into  consideration  costs  and  benefits,  of  solar  energy, 
including  but  not  limited  to  energy  value,  generation  v a l_u(pen viro nm nsm iss ion 
and  di stribution  system  value,  disaster  recovery  value,  reactive  power  va hig_and  other » ri d 
henefit  value,  hut  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  T he  value  of  a 1 locate d commun ity  solar  bill  credits  shall  be  used  to  rediice  tlie  custo  s 
total  hill.  Owners  and  operators  of  community  solar  faci  1 i tie_s_sh al Lnot, be^onsIderedjL Pu bile 
utility  as  defined  in  section  386.020.  except  that  this  provision  shall  not  apply  to  any  owneror 
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operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  ru  les  shall:  a Mow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  ca pacitv  limits  in  subsection  2;  and  provide  options,  which  may 
include  financial  incentives,  to  encourage  low-income  participation. 

7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  January  1.2017.  shall  be  invalid  and  void- 

386. 1000.  1.  For  all  tax  years  beginning  on  or  after  January  1.20 16.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit1’,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143.  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  143.265.  in  an  amount  eq ual  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4. 

2.  The  depa rtment  of  economic  devel opment  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  instal led  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022.  the  authorization  to 
issue  additional  clean  energy  ta x credits  sha ! I sii nset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligi ble  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subject  to  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  prod  action  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
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dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  th ree  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  th  ree  do  I lars  pe  r watt. 


4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900.  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  Number  Las 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shall  publish  the  vahic  ol 
electrici tv  used  i n M issou ri  to  the  pu bl i c and  department  of  economic  development  withi n sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginnjngjjLeaeh  fiscal 
year. 

5.  The  pro  v i sions  of  th  i s sect  ion  notwit  h stand  ing . a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  38(L020jihall 
own  or  control  a energy  resniirce  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this  section. 

6.  The  “Clean  Energy  Fund^js  hereby_created  jwithin  the  state  treasury  which  shall  consistof 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants^ _o_r  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the_Clean .Energy jnrnd 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  ofthe 
m o n eys  collecte d n ndert his  sect i on  shall  be  kept  separate  from  theggengra L. ' u n d _a s _ w e II 
as  any  other  fun ds  or  acco tints  i n the  state  t reasury  and  shall  be  credited  to  and  placed  only  i n the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Ftindjtnd  any  account  created  by  this  scction  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  sub|ect_to 
the  provisions  of  section  33.080.  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
m the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are_placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accruesjipon  the  moneys 
in  any  accr>i|ritw'1'1' 11 j biyCIc.Mii  Bticrgy  l und  shall  be  added  to  such  account  and  slial  1 not  be 
credited  to  the  general  revenue  fund. 

The  department  of  e c oi lomi cjl eye! o p me n t s h ajj  a d m i n i s t e r the  fund.  Any  imencumb^ 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energyjhrough  the 
efficj ent  ad m inistration  of  the  clean  cue rgyjax_cred  j t program  created  underthis  sectioiv. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submjninMUaJ 
application  for  tax  credits  to  the  department  of  economic  development.  Each  a^Rljcati^shajLbe 
prioritized  for  review  and  approval,  in  thc_order  of  the  date  on  whicji^the  application  was 
received,  with  the  oklest  received  date  receiving  priori ty._APPJLcaLions  received. on  the  same  day 
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shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  request  a refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  appl ication  deposit  shall  be  retained  in  the  Clean  Energy  Fund 
until  completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic 
development  shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval 
and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  m ustincl ude: 

( 1 ) Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed.  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  incl tiding  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

( 3 ) The  estimated  costs  and  expen ses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 

9.  Any  disapproved  application  shall  lose  prioritization  based  on  the  filing  date.  If  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  The  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  deficiencies  in 
the  initial  application  without  losing  its  priority  before  becoming  disapproved.  Disapproved 
applications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new 
submission  for  purposes  of  the  priority  procedures  described  in  this  section. 

10.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
sha  1 1 be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
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section  within  forty-five  days  of  the  in itial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  availa ble  u nderth is  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  t he  depa rt m ent  of  econom ic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
a nd  any  ad d itio n ala p provals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion ^aMJncUidc 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certi f y tlic  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  estabbshed  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineersv  Underyyjiters  Laboratories, jhe  Federal  Energy  RegulaloryJ^minnissjon, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  vyatt  appheatjon 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund , 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  proiectjfjt  demonstratesjU 

I e a st  thirty  perce n t of  the  pjpj ect  costs  have  been  incurred  and  the  project  is  expectgd  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  thata 
taxpayer  has  fa  i I ed  to  com  ply  with  the  requi  rements  provided  under  this  section  ,theapprqva  I I or 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax_credjts 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  fromyv Inch 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subiect  to  lescission  shall  be 
notified  of  such  from  the  department  of  economic  developmentand^-upon  receipt  of  such  notice., 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016.  anv  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
within  calendar  year  2016  shall  be  deemed  eligible  tor  the  tax  credit  under  thjs_section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initiaUpproyM-ShM 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  thejlepa rtmen t 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  forjhe  clean 
energy  resource  project  .The  taxpayer’s  final  approval  application  shalUncjude  a cost 

certifl cation  report  or  opi n i on  letter  trom  a cert itied  public  accountant  confirming  the  costs  and 
e xpenses  inc  u rre  d for  purposes  of  determining  the  eligible  cost  basi  s forthe  cjean_energy 
resou rce  project . For  any  project  to  which  the  department  gives  final  approyabJbg_departmerit 
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shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

15.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  a mount  that  exceeds  the  state  tax  liabi  jj  ty 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148,  except  for  sections  143.191  to  143.265 
for  the  succeed ing  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retaining  the 
same  carryback  and  carryforward  rights  contained  in  th is  subsection.  The  assignor  of  tax  cred its 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
within  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shall  provide  any 
information  as  may  be  required  by  the  department  of  economic  development  to  administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provisions.  For  financial  institutions,  cred  its  authorized  pursuant  to  this  section  shal  I be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  this  section,  such 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credi ts  in  an  amount  equal  to  such 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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Jason  Kander 


Jambs  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  S tati- 
st ate  of  Missouri 


Elections  Division 
(573)751-2301 


December  14,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  4 (2016-167) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Roster 


Sheri  Hoffman 
Barbara  Wood 


JambsC.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 ()  l 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  l am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  vqtjpg  address  and 

the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 
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to 

p t 

25  1 ^ 

m f A 


CD 

m 

c~> 


-n 


m 

o 

rn 


as  m 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.870  to  386.1000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  Investment  Act  of  20 1 6, 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  by  a clean 
energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy  credits,  as  defined  i n 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corporations  by  more  than  one  half  of  one  percent  in  any  year, 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter); 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier", any  [municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  [the  commission  for  a public  utility 
or  | the  governing  body  for  the  supplierl other  electric  utilities!  may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  lor 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierl other  utilities | shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body  J: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers!  Suppliers  shall  submit  | the  same  report]  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  for  the  previous 
calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

]9.  The  commission  shall,  within  nine  months  of  January  1 ,2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  lor  interconnection  and  net  metering.  For 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a briel  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  def  ined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  it  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void.| 


1 10. | 9.  The  governing  body  of  a supplier  shall|rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008. | adopt  policies  establishing  a simple  contract  to  be 
used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 


1 1 1 .|  KL  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


1 12. 1 11,  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. 1 12/rhe  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 


1 14. 1 13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. 1 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


1 16. | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900,  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


1GH6T/ 


( 1 ) "Avoid ed  fu el  cost",  the  curren t ave rage  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  t he  governing  body  w ith  jnri sdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources: 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1.2017.  and  are  certified  as 
clean  by  the  departmen t . 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alte rnati ng  current ; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator: 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements: 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Com  mission,  and  any  local  govern  ing  authorities;  a nd 

(g)  Contains  a median i sm  that  automatical ly  di sables  the  unit  and  interru pts  the  flow  of 
electricity  back  onto  the  suppl ier's  electricity  1 i nes  in  the  event  that  service  to  the  customer- 
generator  is  i nterrupted; 

(5)  "Department",  the  department  of  natural  resources; 

(6)  “Micro  CHP".  combined  heat  and  power  or  cogeneration  sxstenjsjlKit_skirultangously' 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 
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m “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by_a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-szenerator  over  a single  billing  period; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  suppl i ed  bv  the  customer-generator  to  the  retail  electric  su pplier  over  the  applicable 
billing  period; 

(9)  " Retail  electric  supplier"  or  "supplier",  any  municipal  uti I i tv  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  su  pplier  shall: 

( 1 ) Make  net  metering  available  to  customer- generators  on  a first-come,  first-served  basis  unti I 
the  total  rated  generating  capacity  of  net  metering  systems  eq uals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  fora  municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates. 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligi ble  customer- generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  t he  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existi ng  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  makes  a determination 
that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  customer  benefiting, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the 
retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customer- generator  over  the  course  of  up  to  twelve  billing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 


( 1 )  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  bi 1 1 i ng  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 


(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a bil I mg  peri od , t he  c ustomer-generator  shall  be  bil I ed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  cred its  carried  forward  under  subdivision  (3)  of  this  subsection  shal I 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  bill i ng 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  supplier. 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6.  (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  E|  ectrical  and  Elect  ronicsJEngineers,  and  Underwriters  Laboratories  for  distri  bu  ted 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee , cha  rge,  or  othe  r req  u i re  men  t woul  d app  1 y to  si  mi  lari  v situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a custoirier:geneLator  s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  fgatinej()cated 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  man uai lv  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system ; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  ( I ) of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment.  ox.Purchas^ddUj_onal 
liability  msujance_beyond. what js  required  under  subdivision  (1)  of  this  subsectionjind 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  cojiiniissic^  for public 
utilities  and  the  governing  body  for  other  utilities  shall,  by_rujei 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  iiisja  If  add iti onalco nt nil s , 
perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  addjtjmiaL  1 ULbi I i ty 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  iinerconnectimiiiL^qual^ 

generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  ejectrjcaj 
generating  system,  including  but  not  limited  to  a w i ring  diagram  and  specifications  for  the 
generating  un it,  and  shall  be  reviewed  and  responded  to  by  the  retai I electric  su ppl ier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  suppliers 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (P  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
bv  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  suppl ier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( D The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 . 2017  promulgate  any  rules  necessary  for  the  admi nistration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less. 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  com  plies  wi  til  and  is  su  bject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  ru  1 emaking  authority  and  any  rule  proposed  or  adopted  after  January  1 , 20 17,  shall 
be  invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1 , 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 


1 1 .  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liabi  1 ity  absen t clea r a nd  con vinci ng  evidence  of  fault  on  the  part  of  the  supplier. 


12.  The  estimated  generating  capac i ty_ofa  1 1 net  mete ri ng  syste ms  operat ing  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407,700  to  407,720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qua lifted  el ec trie  gen eration  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  stan d ard s of  any  such  system s.  or  who  be  1 i eves  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  reduced  demand 
or  kilowatt  hours  sa les.  incurred  under  t his  act  by  a retail  electric  supplier  shall  be  timely 
recovered  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other  appropriate  rate  recovery, 
mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any  over-recovery  or  under: 
recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement  used  to  set  rates_as 
amortized  over  a period  not  exceed i ng  three  years,  and  shall  be  recovered  from  each  rate  class 
pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general  change_inj)rospecti_ye 
rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  the  total  generation  output 
from  all  customer-owned  generation  for  each  rate  class  lor  the  twelve-month_period  following 
the  effective  date  of  any  change  in  rates,  and  rates  shall  be  set  using  energy  and  demand  billing 
units  that  reflect  the  estimated  re d u c t i ono f e n ergyjnid  d e ma 1 1 d likely  to  occur  due  to  customer 
owned  generation.  Whe n considering  costs,  the  commission  may  evaluate  the  value_of 
distributed  generation  and  clean  energy  resources.  To  t hj^exieittJtny  costs , lost_revenues.  or  lost 
earn  ings  are  recove  red  un  der  t his  section  they  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  electrical  corpora t i o ns  by  a n average  of  more  t han  one  percent, in  any  year.  Any 
limitation  on  cost  recovery  shall  not  limit  the  availability  of  neLhietering  except  as  providedjn 
subsection  3 of  this  section. 


15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  appro.ya.l_by  saidjnippjier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  su bsection  7 of  this  section  hayg_bee n met.  For  a 
consumer  who  violates  this  provision,  a supplier  ma^  jnnnediatel^jindjyjthout  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a delect  in  the  electric  generatignjjnitof 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1 . This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section . the  commission  shall  open  a docket  and  by 
August  1 , 2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  faci lities  and  set  a val ue-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternating  current, 
that  allows  five  or  more  customers  of  an  electrical  corporat ion  to  offset  their  energy  usage  with 
solar  energy  located  within  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation 
is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facili t ies  shall  not  cou nt  towards  the  system-w ide  net  metering  cap  defined  in 
subsection  3 of  section  386.900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  single-hour  peak  load  duri ng  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  the  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 

com inunitv  solar  facilities  ovv ned  by  a n electrical  corpo ration  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  a community  solar  faci  I ity  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  provided  i n subsection  5 
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5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  design  a ted  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
value  of  bill  credits  pe r k i lovvatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
i nc I ud i ng  but  not  lim ited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bil I credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
total  bill.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs;  provide  earning  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservation  system,  to  allow  potential  community  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2;  and  provide  options,  which  may 
include  financial  incentives,  to  encourage  low-income  participation. 

7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under 
the  authority  delegated  i n this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  cha  pter  536  are  nonseverable  and  if  a nv  of  the  powers  vested  with  the  ge  n era  I ass  cm  bly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  ruje_proposed 
or  ado pted  after  .lamia rv  1 . 2017,  shall  be  invalid  and  void. 

386.1000.  1 . For  al  1 tnxyears  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurri ng  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  andean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143 , exclusive of  the  provisions  relating  to  the  withholding  of  tax  as  provided  iiLSCCtions 
1 43 . 1 9 1 to  143.265 . in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  andexpenseyof  the 
project.  “Clean  energy  resource  project”  shall  be  defined  as  a project  prod uci njyeject  ri ca fenergy 
from  a clean  energy  resource  as  defined  in  section  386.900  or  other  techn_olo*^_cjigible  tor  net 
metering  as  defined  i n 386.900  . A “taxpayer”  shall  mean  any  entity  subjeetjo  taxation  of 
income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis_el,igi.blg_l or  t he  tax 
credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  aejean 
energy  resource  project  that  is  tangible  personal  property,  or  other  Xangibie_pro.pe_rty_il_such 
property  is  used  as  an  integral  part  of  the  clean  energy  resource  pro  j ectjnsta  1 1 atjoru_a  nd_sha.ll 
j nclude  costs  an d e x pen ses  allowable  w ith  respect  to  depreciation  or  amortization  in  lieu  of 
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de predation.  The  maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credikshajl 
not  exceed  three  dollars  per  watt  measured  i n direct  current  for  solar  photovoltaic  proiectsjmd 
a n equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternatjno  anrent. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternati ng 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
s u bm its  an  a p plication  for  a tax  credit  u nder  this  sect i on  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30. 2022,  the  authorization  to 
issue  ad d it ional  clean  energy  tax  cred its  shall  sunset. 

3.  The  total  amount  of  clean  energy  tax  credits  provided  in  this  section  allocated  annually  shal  1 
not  exceed  fifty  million  dollars  in  the  aggregate  per  fiscal  year.  The  aggregate  amount  of  the 
clean  energy  resources  tax  credits  available  annually  as  specified  in  this  section  shall  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  ealen da r year  of  the  Consumer  Price  Ind ex.  or  successor  index  as  published  by  the  U.S . 
Department  of  Labor,  or  its  successor  agency.  If  the  amount  of  the  clean  energy  tax  credits 
offered  in  any  fiscal  year,  other  than  2016.  is  less  than  the  annual  statutory  cap  contained  in  this 
section  then  the  cap  for  the  following  fiscal  year  shall  be  increased  by  that  amount.  The 
carryover  of  any  unused  clean  energy  tax  credit  authority  shall  extend  until  it  is  used.  The 
provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the  credit 
authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  in  alternating 
current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall  own  a clean 
energy  resource  project  that  receives  a state  tax  credit  under  this  section  or  be  permitted  to  claim, 
transfer,  or  assign  any  tax  credit  under  this  section. 

4.  fhe  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
appl i cation  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests . 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasu ry  and  shall  be  credited  to  and  placed  onl y i n J he 
Clea n Energy  Fund  and  the  accounts  created  wit hin  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.Thc  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  reven ue  fund.  A 1 1 i merest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 
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The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
cffic ient  admin istration  of  the  clean  energy  tax  credit  program  created  under  this  section. 


5 .  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
sJiaN  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  com  pj  etion  of  t he  project  or  if  the  d e partment  of  economic  devel  op  me nt 
disapproves  the  project.  The  application  deposit  shall  be  retained  i n the  Clean  Energy  I undjf  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  reqiiest.a.xc_ftind.of 
the  application  deposi t and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  in  the  Clean_&tej^y_Hind 
until  completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic 
development  shall  publish  a list  identifying  the  amount  ot  tax  credits  receivingjnj^^ 
and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  tor  future  years,  if 
applicable. 


6.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shalLbc,  re  viewed  by 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
consideration,  an  application  must  include: 

( 1 ) Proof  of  ownershi p or  si te  control.  Proof  of  ownersh ip  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  the  eligi ble  property.  Such  evidence  mayj nclude_a 
warranty  deed,  closin g statement  or  other  form  a p proved  by  the  department.  Proo  1 o 1 site 
control  may  be  ev i deuced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  vy hen  applicable; 

( 3 ) The  estimated  costs  a nd  expenses  to  be  included  i n t he  cost  basis  eligible  for  t lie  tax 
credit,  the  local  electric  util itv  provider,  the  estimated  project  start  date,  and  t he_esti mated 
project  com pletion  date; 

(4)  The  application  deposit  required  under  subsection  5 ot  this  section,  to  be_deposited  i n the 
Clean  Energy  Fu  nd:  a nd 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  rev iew  the  project  for  approval . 

7.  Any  disapproved  application  shall  lose  prioritization  based  on  thejil  mgdate^JJ  an  application 
i s removed  from  the  review  process,  the  departmen t ot  econom ic  development  sh all  not i fy  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  I he  taxpayer  shall  have  one 

o pportu nitv,  not  to  exceed  ten  days  of  notification  of  disa p pro val , toj^orrecjjmy  defieje nc i e s in 
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the  initial  application  without  losing  its  priority  before  becoming  disapproved.  Disapproved 
appl ications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  sha II  be  deemed  to  be  a new 
submission  for  purposes  of  the  priority  procedures  described  in  this  section. 


8 .  If  the  department  of  economic  development  deems  the  appl ication  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  5 of  this  section. 


9,  ]n  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  equal 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted  .all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
d ue  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 


1 0.  All  taxpayers  with  appl  ications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  i nitial  allocation  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
an d_a ny  local  governing  aut hori ties.  By  depositing  a n additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  tota I amoun t of  tax  credits  prov ided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  subm it  a new  application  for  the  project. 

J I . For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  I and  3 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 
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1 2.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amou nt  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  fi n a I approval  applicati on  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  sha  1 1 ce  rt  i fy  tot  lie  de  partment  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148.  except  for  sections  143.191  to  143.265 
for  the  succeedi ng  ten  years,  or  unti  1 the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  vvith_^s^«Dg^etainin^gjdie 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  jvritjng 
within  thirty  calendar  days  following  the  effective  date  ot  the  transfer  and  shall  provide  any 
information  as  may  be  required  by  the  department  of  economic  development  to  administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provisions.  For  fin  a n cial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

14.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incu rred  by  a taxpayer  wou I d result  in  the  issua nee  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  tlns_sectjon,  such 
taxpayer  may  not  apply  to  the  department  for  issuance  of  tax  credits  in  an  amount  equal  to  such 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  econ o m ic  development. 

15.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  ofthe 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  elleclivc  only  if  it  complies  with  and_is 
s ubject  to  all  of  t he  provisions  of  chapter  536. 
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Jamks  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 


Secretary  or  State 
Sta  te  of  Missouri 


Elections  Division 
(573)751-2301 


December  14.2015 


I (j)  -I  CcL) 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386.  version  3 (2016-166) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1. 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8*h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF . 


I_ , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
~ Printed  Name  of  Affiant 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  oj  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860,  386.870, 386.900, 386.910  and 
386.1000  are  enacted  to  read  as  follows: 


j)Lo 


386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.870  to  386. 1000  shall  be  known  and  cited  as  The  Clean  Energy 
I ndependence  and  1 investment  Act  of  20 1 6. 

386.870.  An  electrical  corporation  shall  be  allowed  to  recover  its  costs  and  add  in  its  rate  base 
prudently  incurred  costs  to  install  electric  vehicle  charging  stations  intended  to  recharge  electric 
motor  vehicles,  provided  the  energy  consumed  at  such  stations  is  partially  powered  bv  a clean 
energy  resource,  as  defined  in  386.900.  or  offset  with  renewable  energy  credits,  as  defined  in 
393.1025.  Investments  made  pursuant  to  this  section  shall  not  raise  the  retail  rates  charged  to  the 
customers  of  elect rical  corporations  by  more  than  one  half  of  one  perce n t in  a ny  year . 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility, | rural 
electric  cooperative  as  provided  in  chapter  394|,  or  electrical  corporation  as  provided  in  this 
chapter|; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(f)  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 
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(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  |municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
orj  the  governing  body  for  the  supplierl other  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customeis  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing. 
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maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1 ) For  a customer-generator, a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  |For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
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liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplierlother  utilities | shall,  by  rule  or  equivalent 
formal  action | by  each  respective  governing  body J: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  suppliers 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  leport  to  the 
commission,  and  all  other  nonregulated  suppliers!  Suppliers  shall  submit  (the  same  report!  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  leport  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  for  the  previous 
calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

|9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering.  For 
systems  often  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  it  it  complies  with  and  is 
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subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void.| 


1 10. | 9.  The  governing  body  of  a supplier  shall|rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be 
used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 


1 1 1 .|  IOl  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 


1 1 2.1  JLL  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13. | 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.1 13^.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15. | _14,  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  ( 1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


1 16. J  15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. )  16.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900 .1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 
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2.  As  used  in  this  section,  the  following  terms  shall  mean: 


(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 

(a)  Wind: 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels: 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources; 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1,2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resou rce  or  micro  CHP; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  Five  hundred  kilowatts, 
measured  in  alternating  current ; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator: 

(d)  Is  interconnected  and  operates  j n parallel  phase  and  synchronization  with  a retail  electric 
suppli e r and  has  been  a pproved  by  said  retail  electric  supplier; 

te’)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(fi  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety_Code,  the  lnstitute  of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  I ocal  govern i ng  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  intemiptMilgJl»w  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  i nterru pted; 

(5)  "Department",  the  department  of  natural  resources; 

(6)  “Micro  CHP”.  combined  heat  and  power  or _cogeneration  systemsjjialjitmiUaneousjy 
generate  ele ctricitv  and  t hernia  1 energy  in  a single  integrated  system  with  a naniep fate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternatingjmrrent: 
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nv^Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  del ivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  thc  siippliei  to 
the  customer-generator  over  a single  hillingjjenod; 

(8)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electr i cal  energy  sup p 1 i e d to  a customer-generator  by  a retail  elect ric  su p plicr  a nd  the  ele ctrjcal 
energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(9)  "Retail  electric  supplier"  or^ppjjer"^  or  electrical  corporation 

regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 


3.  A retail  electric  supplier  shall: 

[ 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basjsjmtjj 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility’s 
single-hour  peak  load  during  the  previous  year,  after  which  the  com  mission  for  a.  public  utili  ty  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  i n a given  calendar  year,  no  retai I 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  inte rconnection  a 1 ready  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity . interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generatoriand 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  custom^rsyyjtii 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  It 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  it  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  mjjke^Ld^ 

that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  customer  benefiting, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred^ujpment 
expenses.  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  byjhe 
retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customer-generator  over  the  course  of  up  to  twelve  billing  cycles, 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 


7 


in~\GU> 


( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity: 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billi ng  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a bi  1 1 i ng  peri  od,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  t he  su pplier. 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6,  ( 1 ) Each  q ua I i fie d electric  energy  generation  un it  used  by  a customer-generator  shal  1 meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  anyjoeaj 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code.,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation . No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  tinder  subsection  9 of  this  .sectigjMmleg^the 
fee , charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  argjiot 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator^s 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  alloyy_a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  ele.ctr.i_c 
distributi on  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  su  bd  i v i si  on  ( I)  of  this  subsection  shall  not  be  required  to  ins_t_all_add  itjona  I 
controls,  perform  or  pav  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  ins ura nee  beyo nd  what  is  requ i red  under  subdivision  (1)  of  this  subset jpnjuid 
subsection  4 of  this  section: 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
uti lities  and  the  governing  body  for  other  utilities  shall,  by  rule; 
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(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 


(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  nr  pav  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7.  (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  a pplication.  Retai ! electric  suppl i ers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a q ualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1.2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
will  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less. 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536,010.  that  is  created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  January  1 . 2017,  shall 
be  invalid  and  void. 
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10.  The  governing  body  of  a municipal  utility  shall  by  June  1.2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

I 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standard s of  any  such  systems,  or  who  believes  that  any  el ectric  generation  unit 
poses  a danger  to  any  prope  rty  or  person,  may  report  the  same  to  the  attorney  gen  eral,  who  s ha  1 1 
be  authorized  to  investigate  such  claims  a nd  take  any  necessary  and  appropri ate  actions, 

14.  Any  costs,  including  lost  revenues  and  lost  earnings  opportunities  associated  reduced  demand 
or  kilowatt  hours  sales,  incurred  under  this  act  bv  a retail  electric  supplier  shall  be  timely 
recovered  in  that  utility's  rate  structure  in  the  form  of  a tracker  or  other  appropriate  rate_rea)yery 
mechanism.  At  the  time  of  any  general  change  in  a supplier's  rates,  any  over-reco^ery_j^und^rI 
recovery  balance  shall  be  included  in  the  supplier's  revenue  requirement  used  to  set  rates  as 
amortized  over  a period  not  exceeding  three  years,  and  shall  be  recovered  from  each.rate_.cLass 
pursuant  to  the  supplier's  approved  rate  design.  At  the  time  any  general  change  in  prospective 
rates  is  proposed,  the  commission  shall  permit  the  supplier  to  estimate  theJolaj^eneratic)ii  output 
from  all  customer-owned  generation  for  each  rate  class  for  the  twelve-month  period  loll  owing 
the  effective  dafeoljany  change  in  rates,  and  rates  shall  be  set  using  energy  and  demand  _bi  Hi  ng 
units  that  reflect  the  estimated  reduction  of  energy  and  demand  likely  to  occ u r d uclo_customer 
owned  generation.  When  considering  costs,  the  commission  may  evaluate  th_e_vaj tie  of 
distributed  generation  and  clean  energy  resources.  To  the  extent  any  costs,  lost  revenues,  or  lo_st 
earnings  are  recovered  under  this  section  they  shall  not  raise  the  retail  rates  chjtiged  to  the 
customers  of  electrical  corporations  by  an  average  of  more  than  one  percentjnjiny  year.  Any 

jj mitation  on  cost  recovery  shall  not  I imit  the  availability  of  net  metering  excepla^proyidedjn 
subsection  3 of  this  section. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  paraiMphajejuid 

sync h ro n izationwj t h any  reta i 1 electric  supplier  without  written  approval  by  said  s u pp j i c r t h at  a 1 1 
of  t he  requirem ents  unde r subdivision  ( 1 ) of  subsection  7 of  this  sectjonJiaye_been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  andjyjthput  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electriC-Seryjce, 
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16.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  u nit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  1 . This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  of  enactment  of  this  section,  the  commission  shall  open  a docket  and  by 
A u aust  1 , 2017.  the  commission  shall  adopt  rules  and  regulations  allowing  customers  to 
participate  in  community  solar  faci  1 ities  and  set  a value-of-community-solar  rate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with  a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternating  current. 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  their  energy  usage  with 
solar  energy  located  within  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  of  this  section,  an  electrical  corporation 
is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  of 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
subsection  3 of  section  386,900.  Electrical  corporations  shall  be  allowed  to  own  or  operate 
community  solar  facilities  with  an  aggregate  capacity  up  to  two  percent  of  the  electrical 
corporation’s  si ngle-hour  peak  load  duri ng  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shall  be  allowed  to  own  or  operate  community  solar  facilities  with  an 
aggregate  capacity  up  to  two  percent  of  the  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  The  commission  shall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  in  such  electrical 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  is  reached  for  communi ty  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whether  or  not  the  community  solar 
program  shall  be  expanded,  and  the  commission  may  increase  the  aggregate  capacity  cap  above 
four  percent  .or  adjust  the  percentage  ca  p of  electrical  corporations  owning  community  solar 
facilities.  The  com  mission  shall  consider  all  benefi  ts_  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4.  For  any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation,  the  energy  generated  by  a com  munitv  sol  a r facility  shall  be  provided  to  the 
electrical  corporation  to  which  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  provided  i n subsection  5 
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5.  Kilowatt  hours  generated  from  community  solar  facilities  shall  be  allocated,  on  a pro  rata 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a community 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission  shall  determine  the 
val ue  of  bi  1 1 credits  pe r k i lowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
including  but  not  I i mited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
total  bill.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
utility  as  defined  in  section  386.020,  except  that  this  provision  shall  not  apply  to  any  owner  or 
operator  who  is  an  electrical  corporation.  When  a community  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-communitv-solar  rate  for  a period  of  twenty 
years. 


6.  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section  .The  commission’s  rules  shall:  allow  electri  cal  corporation  s to  recover 
costs:  provide  earn i ng  opportunities  for  electrical  corporations;  provide  an  orderly  process, 
including  a reservati on  system , to  a llovv  potential  community  solar  facili ty  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2;  and  provide  options,  which  may 
include  financial  incentives,  to  encourage  low-income  participation. 


7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  I his  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a_rule_are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  January  1 . 2017.  shall  be  invalid  and  void. 

^innttl  For  ,-illtaxyears  beginning  on  or  after  January  1 , 2016,  any  taxpayer  i ncurri ng  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a taxcredit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  excl usive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirtv-five  percent  of  the  total  cost  andj^jyjenjes^oTthe 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4. 

2,  The  department  of  economic  development  shall  certify  when  the  tax  creditsprovidedjnthis 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured, in^allejmating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  andeach  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
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has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  aullumMLtjILtQ 
issue  additional  clean  energy  tax  credits  shall  su nset. 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy_froffl 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligiblejoniet 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any_ciitityjjubie^Ltaxatio 
under  chapter  143.  The  costs  and  expenses  included  i n the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  prodtictjon.ot«ijelean_en^gy 
resource  project  that  is  tangible  personal,  property,  or  other  tangible  property  if  such  .property,  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation.  The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three. 
dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dollars  per  watt. 


4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri”  means  the  aim ual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386.900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shall 
be  determined  by  the  commission  based  on  available  reports,  including  FERC  Form  NumbeHjts 
allowed  by  18  CFR  § 141  or  an  equivalent  as  determined  by  the  commission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  for  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  com  mission  shall  publish  the  value  of 
electricity  used  in  Missouri  to  the  public  and  department  of  economic  development  with i n sixty 
days  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  the  beginni ng  of  each  fisca I 
year. 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measured  i n 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  u nder  this  section . 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  ap pi ication  deposits  req uired  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  ..only  i 11  tjie 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fu nd  and  any  account  created  by  th is  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subjectjto 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
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in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  gen e ra  1 reven ue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fu nd. 

The  depart ment  of  economic  development  shall  adm i n iste r t he  fund.  Any  u nencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  p ri ority.  A p p 1 ications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  incl tide  a two  cent  per  watt,  measured  in  alternating  current, 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  request  a refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shal I be  retained  in  the  Clean  Energy  Fund 
until  completion  of  the  project.  At  least  once  per  q uarter,  the  department  of  economic 

devel  opment  shall  publish  a I ist  i dentify  ing  the  a mount  of  tax  cred  its  recei  vingjnitial  approval 
and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 

8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  re  viewed  _by 
the  department  of  economic  development  wit  hi  nth]  rtv  days  of  its  submission.  In  order  to  recei  ve 
consideration , an  application  must  i nclude: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  fee  simple  owner  of  t he  e I i g i ble  property.  Sue h evidence  may  includeja 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line_djagnims_stamped 
by  a professional  enginee r , w hen  applicab  1 e ; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 

c re  d it.  the  local  elect  ri  cuti  1 ity  provider,  the  estimated  project  start  date,  and  the  .estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fu  nd;  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably; 
require  to  review  the  project  for  approval- 
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9.  Any  disapproved  application  shall  lose  prioritization  based  on  the  filing  date,  If  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.!  lie  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  Micjgn^kgJu 
the  initial  application  without  losing  its  priority  before  becom i n g d i sapproygjLP.i sapproved 
applications  shalji^pnorjtyjn  the  revievv  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  toJyejLjiew 
submission  for  purposes  of  the  priority  procedures  described  in  this  section . 

10.  If  the  department  of  economic  development  deems  the  application  sufficient , the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  davs  of  the  initial  app lication.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equ al  to  the  total  amount  available  under  t his  section  or  sufficient  that  w hen  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additiona  1 credits  are  available.  The 
department  of  economic  development  shall  continue  to  review  applications  during  the  fiscal  yea r 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 

12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  departmeii.tjyt 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shall  i ndude 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
the  National  F.lectrical  Code,  the  National  Electrical  Safety  Code,  the  1 nstitute  of  Electrical  a nd 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  appljaition 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund , 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates_at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  thaf  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amo u nt  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amou nt  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  From  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  applicati on  for  the  project. 
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13.  For  calen  dar  year  2016,  any  tax  paver  ve  ri  fi  ed  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  ca lendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
wit  bin  calendar  year  2016  s hall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  t h is  section,  a tax  payer  with  initia  I _a  pproval  sha  1.1 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shal I include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expen  ses  i ncurred  for  purposes  of  determ  ini  ng  the  el  igi  ble  cost  basis  for  the  c lea  n energy 

resou rce  project.  For  any  project  to  which  the  department  gives  final  approval . the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Mi ssouri  income  tax  returns  on  which  t lie  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
cred it  clai mailt  is  entitled  pursuant  to  this  section. 

15. 1 ft  he  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  wh  ich  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  tax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  against  the 
t a xes  i mposed  pursuant  to  chapter  143  and  chapter  148,  except  for  sections  143.191  to  143.265 
for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retaining  the 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
within  thi  rtv  calendar  days  follow  i ng  the  effective  date  of  the  transfe  r and  sha  1 1 provi  de  any 
information  as  may  be  required  by  the  department  of  economic  development  to  administer  and 
carry  out  t he  provisions  of  this  section . Th e state  tax  credit  shall  not  be  subject  to  recapture 
provisions.  For  financial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  wh [ch  the  clean  energy  resource  project  is  completed.  In  the  event  the  anion n t of  el i g i bl e costs 
and  ex  pen  ses  incurred  by  a taxpayer  would  result  i n the  issuance  of  an  amou  nt  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  this  section  jsuch 
taxpayer  may  not  apply  to  the  depa rtment  for  issuance  of  tax  credits  in  an  amoun t e q ual  to  such 
excess  and  shal  1 be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  economic  development. 

17.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  ofthe 

sect i on.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  il  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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DEC  f 4 2015 

Jason  Kander 

STATE  auditors  office 

James  C.  Kirkpatrick 

Secretary  oe  State 

Elections  Division 

'ate  Information  Center 
(573)751-4936 

State  of  Missouri 

(573)751-2301 

December  14,  2015 

|(H66 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  2 (2016-165) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  SL  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection^  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  thi£j)etition;  1 am  a 
registered  voter  of  the  state  of  Missouri  and County  (or  city  of  SL  Louis);  m^^iat^red  v<@g  ad^rpss  and 


the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


O 

m 

m 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


- and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

[ am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
~ ~ Printed  Name  of  Affiant 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


KcHGS 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900  and  386.1000  are  enacted 
to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  generation  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  and  386. 1 000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  I nvestment  Act  of  201 6. 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  (municipal  electric  utility,]  rural 
electric  cooperative  as  provided  in  chapter  394] , or  electrical  corporation  as  provided  in  this 
chapter]; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier",  any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  supplierlother  electric  utilities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  tor 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
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for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  | For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 
of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator. 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  any  local 
code  authorities,  the  Nationaf Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (1)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  | the  commission  for  public 
utilities  and|  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body |: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission, and  all  other  nonregulated  suppliersl  Suppliers  shall  submit  | the  same  report]  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  lor  the  previous 
calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

(9.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  mles 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering,  for 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void.| 

1 10. | 9,  The  governing  body  of  a supplier  shall[rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be 
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used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 1 .|  10,  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12. 1 1L  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.1  12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

1 14.1  J13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.1 14.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provisions  supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | 15.  The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17.  | J6.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Metering  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  municipal  utility  or  electrical 
corporation  as  provided  in  th i s chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 
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(a)  Wind: 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

( d ) Photovo  1 1 a i c cells  and  pa nels: 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources: 
or 

(0  Other  sources  of  energy  that  become  available  after  January  1 , 2017.  and  are  certified  as 
clean  by  the  department. 

(3)  "Commission",  the  public  serv i ce  comm i ssion  of  the  state  of  Missouri: 

(4)  "Customer-generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CHP; 

(b)  H as  an  electrical  generating  system  with  a ca paci tv  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternatin';  current: 

(c)  Is  located  orL^prenyises  ow lied,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(cl)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer- generator’s  own  electrical  energy 
requirements: 

(f)  Meets  all  applicable  safety,  performance,  intercon nection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,.the.Institute_of 
Electrical  and  Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities:  and 

(g)  Contains  a mechanism  that  aiitonnUicallyjlisaMes_the  unit  and  interrupts  the  flow_of 
electricity  back  o n toj he  suppli er's  elect ricitv  lines  in  the  event  that  service  to  the  customer- 
generator  is  i n te rru pted; 

(5)  "Department",  the  department  of  natural  resources; 

(6)  “Micro  CHP”.  com bined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  i n a Item  at  i iyg_c  urre  nu 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  bythe  supplier  to 
the  customer-generator  over  a single  billing  period; 

(8)  "Net  meteri ug" , using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  suppHer  and  the  electrical 
energy  supplied  bv  the  customer-generator  to  the  retail  electric  supplier  over  the  appjjcaMe 
billing  period; 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3.  A retail  electric  supplier  shall: 

(1)  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a public  utility  or 
the  governing  body  fora  municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  con t ract  or  tariff  t hat  t he  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  bu t shal I not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  wi 1 1 1 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  sup p lier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  If 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  t h e costs  to  p urchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  makes  a determination 
that  the  customer-generator  is  the  only  customer  benefitin g from  t h e ad ditional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  c ustomer  benefiti ng , 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses.  At  the  req uest  of  t he  customer-generator,  such  costs  may  be  in i tially  paid  for  by  the 
retail  electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may 
be  recovered  from  the  customer-generator  over  the  course  of  u p to  twelve  b illing  cycles. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed , or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
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supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class: 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months: 

(4)  Any  net  excess  energy  credits:  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relationship  with  the  suppl ier. 

(5)  For  any  municipal  u tility , upon  agree  men  t of  the  w ho  I esale  generator  supplying  electric 
energy  to  the  retail  electric  suppl  ier,  at Jhejtption  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  establishedjjy  anyjocal 
code  authorities,  the  National  E I e ct  r ic  a ICod  e , t h eNatio  n a l El  e c t ri  c a I Safety  Code , the  j nstityte 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  tor  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  noLspecifically 
authorized  bv  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a re  ta  i I elect  ri  c supp  I ier  may  req  u ire  that  ac  u st  o m e r-gen  e rato  rs 
system  contain  a switch,  circu i t breaker,  fuse,  or  oth er  eas i I y access ible  device  or  feature_located 
in  immediate  proximity  to  the  custonier-genejator's  metei  iiig  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  Instantly  disconnect  the  unit  from  the  utility  s elcctric 
distribution  syste nr, 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  vvlyose  sysierri  meets  the  standards 
and  rules  under  subdivision  ( I ) of  this  subsection  shall  not  be  requiredjo  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( IJjtLthfs  subsection  and 
subsection  4 of  this  section: 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the_j^ni mission  foiipublic 
utilities  and  the  governing  body  for  other  utilities  shall , by  rule: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements:  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7 . ( 1 ) Applicati ions  by  a c ustomer-ge nerator  tor  interconnection  of  a q u a 1. i f j ed  elec tric.ye nergy 
generation  unit  meeting  the  requirements  of|subdiyjsjon  (4j  of  s u b sect fo n 2 of  tli i s_s cc t io n t o_t hg 
distribution  system  shall  be  accom  panied  by  the  p I a n for  t he  customer-generator  s electrica  L 
generating  system,  including  but  not  limited  to  a w iring  d iagratn  and  spec i fi cation s for  the 
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generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  one  hundred  kilowatts  or  less  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier’s 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  su bsection  6 of  this  section , If  the  a pplication  for  i nterconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application , Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  with i n_ thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section . 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  iiew 
customer-generator  shall  be  responsible  for  notifying  the  retail  electric  supplier. 

8.  Each  commission-regulated  supplier  shall  su bmit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppl iers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  cal endar  year: 

(DThe  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensu ri ng  that  simple  contracts 
will  be  used  for  interconnection  and  net  meteri ng.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a rule, 
as  that  term  is  defined  in  section  536.010,  tha t i s created  under  the  authority  delegated  in  this 
section  shall  become  effective  only  if  it  complies  with  and  i s subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after  January  1,2017,  shall 
be  invalid  and  void. 

10.  The  governing  body  of  a municipal  utility  shall  by  June  1 . 2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-i n-one  document  that  includes  a simple 
interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and  conditions. 

1 1 . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liabil ity  absent  clear  and  convi ncing  evidence  of  fault  on  the  part  of  the  suppl i er . 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  supplier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 

13.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  i nformation  bv  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person , may  report  t he  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

14.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
u t i 1 ity's  rate  structure. 

15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  req u irements  u nder  subd ivisi o n ( 1 ) of  subsecti on  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

16.  The  manufacturer  of  a nv  elect ric  generati on  unit  used  by  a customer-generator  may  be. held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  .generation  unit  of 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unilyvhcLkLfoMiI^ 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  fo.L9.ny_damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016,  any  taxpayer  incurringj:osts 
and  expenses  for  the  installation  of  a clean  energy  resource  protect  shall  receive  a tax. exedit, 
referred  to  as  a “clean  energy  taxjmgdit’ ■,  against  the  state  tax  liability  incurred  pu.Lsnantlo 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding_of  tax  as_provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy 
from  a clean  energy  resource  as  defined  in  section  386.900  or  other  tec h nolqoyjdigible^  1 oq_net 
metering  as  defined  in  386.900  . A/Haxpay'efTshiiJI  niejijLany,entitxs_ubject  to  taxation  of 
income  under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  thc_tax 
credit  shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a clean 
energy  resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such 
property  is  used  as  an  integral  part  of  the.clean  energy  iqs(Hnce_pix^ctjn^dlation,  and  shaH 
include  costs  and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu_of 
depreciation.  The  maxi  mum  cost  basis,  for  the  purpose  of  calculating  thesta  t et  ax  ci  e dit,  jdia  1 1 
not  exceed  three  dollars  per  watt  measured  in  direct  current  for  solar  photovoltaic  projects  and 
an  equivalent  amount  for  other  clean  energy  resource  protect  ts  measured  in  alternating  current. 
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If  the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit 
shall  nonetheless  be  limited  to  three  dollars  per  watt. 

2.  The  department  of  economic  development  sha II  certify  w hen  the  tax  credits  provi ded  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt. limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authori zation  to 
issue  additional  clean  energy  tax  credits  shall  sunset.  3.  The  total  amount  of  clean  energy  tax 
credits  provided  in  this  section  all ocated  annuall y shal I not  exceed  Fifty  mi lli on  dollars  in  the 
aggregate  per  fiscal  year.  The  aggregate  amount  of  the  clean  energy  resources  tax  credits 
available  annually  as  specified  in  this  section  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Departme n t of  Labor,  or  its  successor 
agency.  If  the  amount  of  the  clean  energy  tax  credits  offered  in  any  fiscal  year,  other  than  2016, 
is  less  than  the  annual  statutory  cap  contained  in  this  section  then  the  cap  for  the  following  fiscal 
year  shall  be  increased  bv  that  amount.  The  carryover  of  any  unused  clean  energy  tax  credit 
authority  shall  extend  until  it  is  used.  The  provisions  of  this  section  notwithstanding,  a claimant 
may  only  app lv  for  and  receive  the  ere d jt _aut horized  by  this  section  for  i nstallations  u p to  two 
hundred  kilowatts,  measured  in  alternating  current,  per  project.  No  electrical  corporation  as 
defined  under  section  386.020  shall  own  a clean  energy  resource  project  that  receives  a state  tax 
credit  under  this  section  or  be  permitted  to  claim,  transfer,  or  assign  any  tax  credit  under  this 
section. 

4.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shal  1 be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  [3 laced  in  t he  Clean  Energy  Fun d and  a ny  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080,  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Clean  Energy  Fund  and  in  the  particular  account  in  which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  revenue  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
credited  to  the  general  revenue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 
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5.  To  obtain  approval  for  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current. 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  t he  de partment  of  economic  development 
disapproves  the  project.  The  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  request  a refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  queue.  If  the  taxpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund 
until  completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic 
development  shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval 
and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years^jf 
applicable. 


6.  Each  application  for  initial  approva  1 of  the  tax  credit  u nder  this  section  shall  be  reviewed  by 
the  department  of  economic  deyelopmcnt_within  thirty  days  ol  .i is  submission.  In  order  to  receive 
consideration,  an  application  must  include: 


(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  thatthe 
taxpayer  is  the  fee  simple  owner  of  the  eligible  property.  Such  evidence  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  bv  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable; 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  . start  date, Abdjhe  estimated 
project  completion  date; 

(4)  The  application  deposit  required  under  subsection  5 of  this_segtion,_to_be  deposited  in  the 
Clean  Energy  Fund;  and 

(5)  Any  other  information  which  the  de  pa  rt  ment  of  econ  o m ic  develop  me  n t may  reasonably 
require  to  review  the  project  for  approval  . 

7 .  Any  disapproved  application  shall  lose  prioritization  based  on  the.jjjjng_d_ate_.  If  an_application 
is  removed  from  the  re  v iew  process,  t h e_d  e pa  r t ment  of  economi  c_deyelopmentshall  notify  the 
taxpayer  in  writing  of  the  decision  to  remove  such  application.  I he  taxpayer  shall ..hay_e_one 
opportunity,  not  to  exceed  ten  days  of  notification  oLdisapproyal , toj:o rrectjt ny  deficj en cyesjji 
the  initial  application  without  losi ng  its  priority  before  becoming  disapproved.  Disapproved 
applications  shall  lose  priority  i n the  review  process.  A disapproved  application,  which  js 
removed  from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  bg  a new 
submission  for  purposes  of  the  priority  pjrocgdurejy  des_cribed  in  this  section. 
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8.  If  the  department  of  economic  development  deems  the  application  sufficient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  davs  of  the  initial  application.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  5 of  this  section. 

9.  In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits  eciM 
to  the  total  amount  available  under  this  section  or  sufficient  that  when  totaled  with  all  other 
approvals,  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  initial  approval  shall  be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shall  continue  to  revi ew  applications  during  the  fisca  1 year 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year- 

10.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the  clean  energy 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  department  of 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shall  include 
certification  from  a local  permitting  authority  that  the  project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  installation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  establishecjby 
the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of  Electrical  and 
Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission, 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  EnergyJnmcL 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
the  amount  of  tax  credits  for  such  taxpayer  shall  be  rescinded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notified  of  such  from  the  department  of  economic  development  and,  upon  receipt  of  such  notice, 
may  submit  a new  application  for  the  project. 

1 1 . For  calendar  year  2016.  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 and^ 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section- 

12.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  application  shall  include  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
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expenses  incurred  for  purposes  of  determining  the  eligible  cost  basis  for  the  clean  energy 
resou rce  project.  For  any  project  to  wh ich  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
credit  claimant  is  entitled  pursuant  to  this  section. 

13.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  i n service,  the  amount  that  exceeds  the  state  tax  liabil ity 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148.  except  for  sections  143.191  to  143.265 
for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  tra nsfe r , sell  or  assign  the  credits  with  assignee  reta injng  t lie 
same  carryback  and  carryforward  rights  contained  in  this  subsection.  The  assignor  of  tax  credits 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
wjthin  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shall  provide  any 
information  as  may  be  required  by  the  department  of  economic  development  to  adminjsleiiaiid 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provision s.  Fo r f n a n c i al  institutions,  cred i ts  autho ri zed  pursuant  to  this  secti o n sh all  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064, 

1 4.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  jssuedj n the  yea r 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costg 
and  expenses  i ncurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits. in 
excess  of  the  amoiint  provided  under  such  tax payer's  approval  granted  u ndeMbissec  ti on  .such 
taxpayer  may  not  apply  to  t he  depa rt mcnt  for  iss uance  of  tax  credits  i n an  amount  equal  to  su c h 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  department  of  economic  development, 

15.  The  department  shall  promulgate  rules  necessary  to  administer  the  provisions  of  the 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  secti  oti_53_6  0 1 0^  t hat  i s created 
under  the  authority  delegated  in  this  section  shalLbecome  effective_pnlyjf  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536. 
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DEC  / 4 2015 

STATE  AUDITORS  01 


OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  1 4,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Andy  Zellers  regarding  a proposed  statutory  amendment  to 

Chapter  386,  version  1 (2016-164) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Andy  Zellers  on  December  1 1, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8<h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  c=> 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


an 

C3 

m 

c~> 


-v 


■PD 

m 

o 

rn 

•c 

m 

o 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notaiy  (Street,  City,  State  & Zip  Code) 


Be  it  enacted  by  the  people  of  the  state  o f Missouri: 

Section  A:  Section  386.890  is  amended  and  sections  386.860, 386.900, 386.910  and  386.1000 
are  enacted  to  read  as  follows: 

386.860.  Clean  energy  resources  and  distributed  electric  »eji_crati_on  provide  benefits  to  the 
electric  grid,  the  environment,  and  the  economy  of  Missouri.  It  shall  be  the  policy  of  the  state  to 
value  clean  energy,  energy  price  stability  and  energy  independence.  In  furtherance  of  the  above 
policy,  sections  386.900  to  386.1000  shall  be  known  and  cited  as  The  Clean  Energy 
Independence  and  I n vestment  Act  of  20 1 6 . 

386.890.  1 . This  section  shall  be  known  and  may  be  cited  as  the  "Net  Metering  and  Easy 
Connection  Act". 

2.  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  | municipal  electric  utility  ,|  rural 
electric  cooperative  as  provided  in  chapter  394| , or  electrical  corporation  as  provided  in  this 
chapter  | ; 

(2)  "Commission",  the  public  service  commission  of  the  state  of  Missouri; 

(3)  "Customer-generator",  the  owner  or  operator  of  a qualified  electric  energy  generation  unit 
which: 

(a)  Is  powered  by  a renewable  energy  resource; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  one  hundred  kilowatts; 

(c)  Is  located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer-generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  governing  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
generator  is  interrupted; 

(4)  "Department",  the  department  of  natural  resources; 

(5)  "Net  metering",  using  metering  equipment  sufficient  to  measure  the  difference  between  the 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
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energy  supplied  by  the  customer-generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period; 

(6)  "Renewable  energy  resources",  electrical  energy  produced  from  wind,  solar  thermal  sources, 
hydroelectric  sources,  photovoltaic  cells  and  panels,  fuel  cells  using  hydrogen  produced  by  one 
of  the  above-named  electrical  energy  sources,  and  other  sources  of  energy  that  become  available 
after  August  28, 2007,  and  are  certified  as  renewable  by  the  department; 

(7)  "Retail  electric  supplier"  or  "supplier", any  (municipal  utility,  electrical  corporation  regulated 
under  this  chapter,  or|  rural  electric  cooperative  under  chapter  394  that  provides  retail  electric 
service  in  this  state. 

3.  A retail  electric  supplier  shall: 

( 1 ) Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  five  percent  of  the  utility's 
single-hour  peak  load  during  the  previous  year,  after  which  | the  commission  for  a public  utility 
or|  the  governing  body  for  the  suppl ier| other  electric  uti lities | may  increase  the  total  rated 
generating  capacity  of  net  metering  systems  to  an  amount  above  five  percent.  However,  in  a 
given  calendar  year,  no  retail  electric  supplier  shall  be  required  to  approve  any  application  for 
interconnection  if  the  total  rated  generating  capacity  of  all  applications  for  interconnection 
already  approved  to  date  by  said  supplier  in  said  calendar  year  equals  or  exceeds  one  percent  of 
said  supplier's  single-hour  peak  load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shall  not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherwise  be  charged  if  the  customer  were  not  an  eligible  customer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  ot  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  II 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  it  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  customer-generator  shall  reimburse  the  retail  electric 
supplier  for  the  costs  to  purchase  and  install  the  necessary  additional  equipment.  At  the  request 
of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the  retail  electric  supplier,  and 
any  amount  up  to  the  total  costs  and  a reasonable  interest  charge  may  be  recovered  from  the 
customer-generator  over  the  course  of  up  to  twelve  billing  cycles.  Any  subsequent  meter  testing, 
maintenance  or  meter  equipment  change  necessitated  by  the  customer-generator  shall  be  paid  for 
by  the  customer-generator. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

( 1 ) For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  period  in  accordance  with  normal  metering  practices 


2 


I U-\ (A 

for  customers  in  the  same  rate  class,  either  by  employing  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed,  or  by  employing  multiple 
meters  that  separately  measure  the  customer-generator’s  consumption  and  production  of 
electricity; 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer- 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 

(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subsection  3 of  this  section  and  shall 
be  credited  an  amount  at  least  equal  to  the  avoided  fuel  cost  of  the  excess  kilowatt-hours 
generated  during  the  billing  period,  with  this  credit  applied  to  the  following  billing  period; 

(4)  Any  credits  granted  by  this  subsection  shall  expire  without  any  compensation  at  the  earlier  of 
either  twelve  months  after  their  issuance  or  when  the  customer-generator  disconnects  service  or 
terminates  the  net  metering  relationship  with  the  supplier; 

(5)  [For  any  rural  electric  cooperative  under  chapter  394,  or  municipal  utility,  u|Upon  agreement 

of  the  wholesale  generator  supplying  electric  energy  to  the  retail  electric  supplier,  at  the  option  of 
the  retail  electric  supplier,  the  credit  to  the  customer-generator  may  be  provided  by  the  wholesale 
generator.  , 

6.(1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection, and  reliability  standards  established  by  any  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility’s  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perforin  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  (I)  of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  |the  commission  for  public 
utilities  and]  the  governing  body  for  the  supplierlother  utilities]  shall,  by  rule  or  equivalent 
formal  action|  by  each  respective  governing  body]: 

(a)  Set  forth  safety,  performance,  and  reliability  standards  and  requirements;  and 
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(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 


7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (3)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  for  the  customer-generator's  electrical 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for  systems  ten  kilowatts  or  less  and  within  ninety  days  of  receipt  for  all 
other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
subdivision  (1)  of  subsection  6 of  this  section.  If  the  application  for  interconnection  is  approved 
by  the  retail  electric  supplier  and  the  customer-generator  does  not  complete  the  interconnection 
within  one  year  after  receipt  of  notice  of  the  approval,  the  approval  shall  expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shall  be  responsible  for  filing  a new  application  under  subdivision  (1)  of  this 
subsection. 

8.  | Each  commission-regulated  supplier  shall  submit  an  annual  net  metering  report  to  the 
commission,  and  all  other  nonregulated  suppliers!  Suppliers  shall  submit  | the  same  report!  an 
annual  net  metering  report  to  their  respective  governing  body  and  make  said  report  available  to  a 
consumer  of  the  supplier  upon  request,  including  the  following  information  for  the  previous 
calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer- generators. 

19.  The  commission  shall,  within  nine  months  of  January  1 , 2008,  promulgate  initial  rules 
necessary  for  the  administration  of  this  section  for  public  utilities,  which  shall  include 
regulations  ensuring  that  simple  contracts  will  be  used  for  interconnection  and  net  metering,  for 
systems  of  ten  kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that 
includes  a simple  interconnection  request,  simple  procedures,  and  a brief  set  of  terms  and 
conditions.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  it  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
under  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  are 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  August  28, 2007,  shall  be  invalid  and  void . I 

1 10. | 9.  The  governing  body  of  a supplier  shall | rural  electric  cooperative  or  municipal  utility 
shall,  within  nine  months  of  January  1 , 2008, | adopt  policies  establishing  a simple  contract  to  be 
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used  for  interconnection  and  net  metering.  For  systems  of  ten  kilowatts  or  less,  the  application 
process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection  request,  simple 
procedures,  and  a brief  set  of  terms  and  conditions. 

[11.]  fO.  For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shall  have  no  liability  absent  clear  and  convincing  evidence  of  fault  on  the  part  of  the  supplier. 

1 12.  | 1 1 . The  estimated  generating  capacity  of  all  net  metering  systems  operating  under  the 
provisions  of  this  section  shall  count  towards  the  respective  retail  electric  supplier's 
accomplishment  of  any  renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri 
general  assembly. 

1 13.  | 12.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject 
to  the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  information  by  sellers  of  qualified  electric  generation  units.  Any  interested  person 
who  believes  that  the  seller  of  any  electric  generation  unit  is  misrepresenting  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 

[ 14.[  13.  Any  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
utility's  rate  structure. 

1 15.  | J4.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1)  of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provisions  supplier  may  immediately  and  without  notice  disconnect 
the  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 

1 16.  | J_5,The  manufacturer  of  any  electric  generation  unit  used  by  a customer-generator  may  be 
held  liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation 
unit  of  a customer-generator. 

1 17. 1 16,  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knowingly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.900.  1 .This  section  shall  be  known  and  may  be  cited  as  the  "Enhanced  Net  Meteri ng  and 
Easy  Connection  Act".  It  shall  be  the  policy  of  the  state  to  facilitate  the  use  of  customer-sited  or 
controlled  clean  energy  resources. 

2,  As  used  in  this  section,  the  following  terms  shall  mean: 

(1)  "Avoided  fuel  cost",  the  current  average  cost  of  fuel  for  the  entity  generating  electricity,  as 
defined  by  the  governing  body  with  jurisdiction  over  any  muniei pa | _ut i 1 i tv  or  elect rica  1 
corporation  as  provided  in  this  chapter; 

(2)  "Clean  energy  resource",  electrical  energy  produced  from: 
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(a)  Wind; 

(b)  Solar  thermal  sources: 

(c)  Hydroelectric  sources: 

(d)  Photovoltaic  cells  and  panels; 

(e)  Fuel  cells  using  hydrogen  produced  by  one  of  the  above-named  electrical  energy  sources: 
or 

(f)  Other  sources  of  energy  that  become  available  after  January  1 , 2017,  and  are  certified  as 
c lean  by  the  departme n t, 

(3J  "Commission",  the  publ i c service  commission  of  the  state  of  Missouri; 

(4)  "Customer- generator",  the  owner,  lessee  or  operator  of  a qualified  electric  energy  generation 
unit  which: 

(a)  Is  powered  by  a clean  energy  resource  or  micro  CH P; 

(b)  Has  an  electrical  generating  system  with  a capacity  of  not  more  than  five  hundred  kilowatts, 
measured  in  alternating  cu rrent; 

(c)  I s located  on  a premises  owned,  operated,  leased,  or  otherwise  controlled  by  the  customer- 
generator; 

(d)  Is  interconnected  and  operates  in  parallel  phase  and  synchronization  with  a retail  electric 
supplier  and  has  been  approved  by  said  retail  electric  supplier; 

(e)  Is  intended  primarily  to  offset  part  or  all  of  the  customer- generator's  own  electrical  energy 
requirements; 

(0  Meets  all  applicable  safety,  performance,  interconnect  on.  and  reliabi  I itv  standards 
established  by  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute  of 
Electrical  and  Electronics  Engineers,  Underwriters  Laboratories,  the  Federal  Energy  Regulatory 
Commission,  and  any  local  govern i ng  authorities;  and 

(g)  Contains  a mechanism  that  automatically  disables  the  unit  and  interrupts  the  flow  of 
electricity  back  onto  the  supplier's  electricity  lines  in  the  event  that  service  to  the  customer- 
ge iterator  is  interrupted; 

(5)  "Depa rt m ent",  the  de partment  of  natural  resources: 

(6)  “Micro  CHP”,  combined  heat  and  power  or  cogeneration  systems  that  simultaneously 
generate  electricity  and  thermal  energy  in  a single  integrated  system  with  a nameplate  rated 
capacity  equal  to  or  lower  than  130  kilowatts,  measured  in  alternating  current; 

(7)  “Net  excess  energy”,  the  amount  of  energy  expressed  in  kilowatt  hours  delivered  by  a 
customer-generator  to  a supplier  that  exceeds  the  amount  of  energy  delivered  by  the  supplier  to 
the  customer-generator  over  a single  billing  period: 

(X)  "Net  metering",  using  meteri ng  equi pment  sufficient  to  measure  the  difference  between  thg 
electrical  energy  supplied  to  a customer-generator  by  a retail  electric  supplier  and  the  electrical 
energy  supplied  by  the  customer- generator  to  the  retail  electric  supplier  over  the  applicable 
billing  period: 
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(9)  "Retail  electric  supplier"  or  "supplier",  any  municipal  utility  or  electrical  corporation, 
regulated  under  this  chapter  that  provides  retail  electric  service  in  this  state. 

3 . A re ta il  electric  supplier  shall: 

(JJ  Make  net  metering  available  to  customer-generators  on  a first-come,  first-served  basis  until 
the  total  rated  generating  capacity  of  net  metering  systems  equals  seven  percent  of  the  utility’s 
si ngle-hour  peak  load  during  the  previous  year,  after  which  the  commission  for  a publ ic  utility  or 
the  governing  body  for  a municipal  utility  may  increase  the  total  rated  generating  capacity  of  net 
metering  systems  to  an  amount  above  seven  percent.  However,  in  a given  calendar  year,  no  retail 
electric  supplier  shall  be  required  to  approve  any  application  for  interconnection  if  the  total  rated 
generating  capacity  of  all  applications  for  interconnection  already  approved  to  date  by  said 
supplier  in  said  calendar  year  equals  or  exceeds  two  percent  of  said  supplier's  single-hour  peak 
load  for  the  previous  calendar  year; 

(2)  Offer  to  the  customer-generator  a tariff  or  contract  that  is  identical  in  electrical  energy  rates, 
rate  structure,  and  monthly  charges  to  the  contract  or  tariff  that  the  customer  would  be  assigned 
if  the  customer  were  not  an  eligible  customer-generator  but  shal I not  charge  the  customer- 
generator  any  additional  standby,  capacity,  interconnection,  or  other  fee  or  charge  that  would  not 
otherw isc  be  cha rged  if  the  customer  were  not  an  e ligible  c u stomer-generator;  and 

(3)  Disclose  annually  the  availability  of  the  net  metering  program  to  each  of  its  customers  with 
the  method  and  manner  of  disclosure  being  at  the  discretion  of  the  supplier. 

4.  A customer-generator's  facility  shall  be  equipped  with  sufficient  metering  equipment  that  can 
measure  the  net  amount  of  electrical  energy  produced  or  consumed  by  the  customer-generator.  U 
the  customer-generator's  existing  meter  equipment  does  not  meet  these  requirements  or  if  it  is 
necessary  for  the  electric  supplier  to  install  additional  distribution  equipment  to  accommodate 
the  customer-generator's  facility,  the  retail  electric  supplier  shall  pay  for  the  costs  to  purchase 
and  install  the  necessary  additional  equipment,  unless  the  commission  makes  a determination 
that  the  customer-generator  is  the  only  customer  benefiting  from  the  additional  distribution 
equipment.  If  the  commission  determines  the  customer-generator  is  the  only  customerjjcncfitiiig, 
such  customer-generator  shall  reimburse  the  electric  supplier  for  reasonably  incurred  equipment 
expenses,  At  the  request  of  the  customer-generator,  such  costs  may  be  initially  paid  for  by  the 
retai I electric  supplier,  and  any  amount  up  to  the  total  costs  and  a reasonable  interest  char«e_may 
be  recovered  from  the  customer-generator  over  the  course  of  up  to  twelve  billing  cycles,. 

5.  Consistent  with  the  provisions  in  this  section,  the  net  electrical  energy  measurement  shall  be 
calculated  in  the  following  manner: 

(1)  For  a customer-generator,  a retail  electric  supplier  shall  measure  the  net  electrical  energy 
produced  or  consumed  during  the  billing  periodjn  acco_rdancc_with  normal  metering  practices 
for  customers  in  the  same  rate  class,  either  by  employi ng  a single,  bidirectional  meter  that 
measures  the  amount  of  electrical  energy  produced  and  consumed , or  by  employing  mu \ t i pie 
meters  that  separately  measure  the  customer-generator's  consumption  and  production  of 
electricity: 

(2)  If  the  electricity  supplied  by  the  supplier  exceeds  the  electricity  generated  by  the  customer! 
generator  during  a billing  period,  the  customer-generator  shall  be  billed  for  the  net  electricity 
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supplied  by  the  supplier  in  accordance  with  normal  practices  for  customers  in  the  same  rate 
class; 


(3)  If  the  electricity  generated  by  the  customer-generator  exceeds  the  electricity  supplied  by  the 
supplier  during  a bil I ing  period,  the  customer-generator  shall  be  billed  for  the  appropriate 
customer  charges  for  that  billing  period  in  accordance  with  subdivision  (2)  of  subsection  3 of  this 
section  and  all  net  excess  energy  shall  be  carried  forward  from  month-to-month  and  credited  at  a 
ratio  of  one-to-one  against  the  customer-generator's  energy  consumption  in  subsequent  months; 

(4)  Any  net  excess  energy  credits  carried  forward  under  subdivision  (3)  of  this  subsection  shall 
expire  without  any  compensation  at  the  earlier  of  either  the  next  proceeding  March  billing 
period  or  when  the  customer-generator  disconnects  service  or  terminates  the  net  metering 
relations  hip  with  t he  s u pplier. 

(5)  For  any  municipal  utility,  upon  agreement  of  the  wholesale  generator  supplying  electric 
energy  to  the  retail  electric  supplier,  at  the  option  of  the  retail  electric  supplier,  the  credit  to  the 
customer-generator  may  be  provided  by  the  wholesale  generator. 

6. (1)  Each  qualified  electric  energy  generation  unit  used  by  a customer-generator  shall  meet  all 
applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by  tiny  local 
code  authorities,  the  National  Electrical  Code,  the  National  Electrical  Safety  Code,  the  Institute 
of  Electrical  and  Electronics  Engineers,  and  Underwriters  Laboratories  for  distributed 
generation.  No  supplier  shall  impose  any  fee,  charge,  or  other  requirement  not  specifically 
authorized  by  this  section  or  the  rules  promulgated  under  subsection  9 of  this  section  unless  the 
fee,  charge,  or  other  requirement  would  apply  to  similarly  situated  customers  who  are  not 
customer-generators,  except  that  a retail  electric  supplier  may  require  that  a customer-generator's 
system  contain  a switch,  circuit  breaker,  fuse,  or  other  easily  accessible  device  or  feature  located 
in  immediate  proximity  to  the  customer-generator's  metering  equipment  that  would  allow  a 
utility  worker  the  ability  to  manually  and  instantly  disconnect  the  unit  from  the  utility's  electric 
distribution  system; 

(2)  For  systems  of  ten  kilowatts  or  less,  a customer-generator  whose  system  meets  the  standards 
and  rules  under  subdivision  (1)  of  this  subsection  shall  not  be  required  to  install  additional 
controls,  perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional 
liability  insurance  beyond  what  is  required  under  subdivision  ( I ) of  this  subsection  and 
subsection  4 of  this  section; 

(3)  For  customer-generator  systems  of  greater  than  ten  kilowatts,  the  commission  for  public 
util ities  and  the  govern i ng  body  for  other  util i t ies  shall,  by  rule: 

(a)  Set  forth  safety,  performance,  and  reliabi I i tv  standards  and  req u irements;  and 

(b)  Establish  the  qualifications  for  exemption  from  a requirement  to  install  additional  controls, 
perform  or  pay  for  additional  tests  or  distribution  equipment,  or  purchase  additional  liability 
insurance. 

7. (1)  Applications  by  a customer-generator  for  interconnection  of  a qualified  electric  energy 
generation  unit  meeting  the  requirements  of  subdivision  (4)  of  subsection  2 of  this  section  to  the 
distribution  system  shall  be  accompanied  by  the  plan  lor  the  cHistomcr:generatoi^elj;ctxic<Al 
generating  system,  including  but  not  limited  to  a wiring  diagram  and  specifications  for  the 
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generating  unit,  and  shall  be  reviewed  and  responded  to  by  the  retail  electric  supplier  within 
thirty  days  of  receipt  for_systcms  one  hundred  kilowatts  or  lcss  and  within  sixty  days  of  receipt 
for  all  other  systems.  Prior  to  the  interconnection  of  the  qualified  generation  unit  to  the  supplier's 
system,  the  customer-generator  will  furnish  the  retail  electric  supplier  a certification  from  a 
qualified  professional  electrician  or  engineer  that  the  installation  meets  the  requirements  of 
SiiMiyj^^(lJj]fonifo^  section.  If  the  application  for  interconnection  is  approved 

by  t he  retail  electri c su ppl i e r and  t he  customer-generator  does  not  complete  the  interco nnection 
w itlii n one  year  after  receipt  of  notice  of  the  approval , t he  approval  shal I expire  and  the 
customer-generator  shall  be  responsible  for  filing  a new  application.  Retail  electric  suppliers 
shall  interconnect  qualified  energy  generation  units  within  thirty  days  of  being  notified  the 
generation  unit  is  installed  and  meets  the  requirements  of  this  section. 

(2)  Upon  the  change  in  ownership  of  a qualified  electric  energy  generation  unit,  the  new 
customer-generator  shal  I be  responsible  for  notifying  the  retai  I electric  supplier. 

8 . Eac  h commission-reg  ulated  supplier  shall  submit  an  an  n ual  net  metering  re  port  to  t he 
commission,  and  all  other  nonregulated  suppliers  shall  submit  the  same  report  to  their  respective 
governing  body  and  make  said  report  available  to  a consumer  of  the  supplier  upon  request, 
including  the  following  information  for  the  previous  calendar  year: 

( 1 ) The  total  number  of  customer-generator  facilities; 

(2)  The  total  estimated  generating  capacity  of  its  net-metered  customer-generators;  and 

(3)  The  total  estimated  net  kilowatt-hours  received  from  customer-generators. 

9.  The  commission  shall  by  June  1 , 2017  promulgate  any  rules  necessary  for  the  administration 
of  this  section  for  public  utilities,  which  shall  include  regulations  ensuring  that  simple  contracts 
w i II  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred  kilowatts  or  less, 
the  application  process  shall  use  an  all-in-one  document  that  includes  a simple  interconnection 
request,  simple  procedures,  and  a brief  set  of  terms  and  conditions.  Any  rule  or  portion  of  a ride, 
as  that  term  is  defined  in  section  536.010,  that  is  created  under  the  authority  delegated  in  this. 
section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable 
and  if  any  of  the  powers  vested  with  the  general  assembly  under  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then 
the  grant  of  rulemak ing  authority  a nd  any  rule  proposed  or  adopted  after  January  1 , 2017,  shall 
be  invalid  and  void. 

I O.The  governing  body  of  a municipal  utility  shall  by  June  1 .2017  adopt  policies  establishing  a 
simple  contract  to  be  used  for  interconnection  and  net  metering.  For  systems  of  one  hundred 
kilowatts  or  less,  the  application  process  shall  use  an  all-in-one  document  that  includes  a simple 
i ntcrconnection  request , si mplc  procedures,  and  a brief  set  of  terms  and  conditions . 

I I . For  any  cause  of  action  relating  to  any  damages  to  property  or  person  caused  by  the 
generation  unit  of  a customer-generator  or  the  interconnection  thereof,  the  retail  electric  supplier 
shal  1 have  no  liability  absent  clear  and  convinci ng  evidence  of  fault  on  the  part  of  the  supplier. 
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12.  The  estimated  generating  capacity  of  all  net  metering  systems  operatin';  under  the  provisions 
of  this  section  shall  count  towards  the  respective  retail  electric  suppl ier's  accomplishment  of  any 
renewable  energy  portfolio  target  or  mandate  adopted  by  the  Missouri  general  assembly. 


1 3.  The  sale  of  qualified  electric  generation  units  to  any  customer-generator  shall  be  subject  to 
the  provisions  of  sections  407.700  to  407.720.  The  attorney  general  shall  have  the  authority  to 
promulgate  in  accordance  with  the  provisions  of  chapter  536  rules  regarding  mandatory 
disclosures  of  informa t i o n by  sel I ers  of  qualified  e I eetric  generati o n u nits.  Any  i nterested  person 
who  believes  that  the  seller  of  any  electric  generati on  u nit  is  misrepresent! ng  the  safety  or 
performance  standards  of  any  such  systems,  or  who  believes  that  any  electric  generation  unit 
poses  a danger  to  any  property  or  person,  may  report  the  same  to  the  attorney  general,  who  shall 
be  authorized  to  investigate  such  claims  and  take  any  necessary  and  appropriate  actions. 


JiLAny  costs  incurred  under  this  act  by  a retail  electric  supplier  shall  be  recoverable  in  that 
util  i tv's  rate  structure . 


15.  No  consumer  shall  connect  or  operate  an  electric  generation  unit  in  parallel  phase  and 
synchronization  with  any  retail  electric  supplier  without  written  approval  by  said  supplier  that  all 
of  the  requirements  under  subdivision  (1 ) of  subsection  7 of  this  section  have  been  met.  For  a 
consumer  who  violates  this  provision,  a supplier  may  immediately  and  without  notice  disconnect 
t he  electric  facilities  of  said  consumer  and  terminate  said  consumer's  electric  service. 


16.  The  manufacturer  of  a n v electric  generation  un i t used  by  a customer-generator  may  be  held 
liable  for  any  damages  to  property  or  person  caused  by  a defect  in  the  electric  generation  unit  ol 
a customer-generator. 

17.  The  seller,  installer,  or  manufacturer  of  any  electric  generation  unit  who  knoyyj_n.gly 
misrepresents  the  safety  aspects  of  an  electric  generation  unit  may  be  held  liable  for  any  damages 
to  property  or  person  caused  by  the  electric  generation  unit  of  a customer-generator. 

386.910.  l.This  section  shall  be  known  and  cited  as  the  “Community  Solar  Act.” 

2.  Within  thirty  days  ofenactment  j^thi^clipn,Jhej:ommission  shall  open  a docket  and  by 
August  1.2017.  the  commission  shall  adopt  rides  and  mgulations  allowing  customers  to 

part i ci pate  in  commun i tv  solar  facilities  and  set  a val ue-of-community-sol arrate.  For  purposes 
of  this  section,  a “community  solar  facility”  is  a photovoltaic  electric  generation  facility  with_a 
capacity  of  between  one  hundred  and  one-thousand  kilowatts,  measured  in  alternad  ngcurrcnt , 
that  allows  five  or  more  customers  of  an  electrical  corporation  to  offset  thcir  cnergy  usage_vy_|th 
so  I ar  energy  located  w i thin  the  Missouri  service  territory  of  the  electrical  corporation  where  they 
have  one  or  more  electrical  accounts.  For  the  purposes  ol  this  section,  an  electrical  corporation 
is  as  defined  in  386.020. 

3.  The  aggregated  capacity  of  community  solar  facilities  located  in  the  territory  of  each 
individual  electrical  corporation  shall  not  be  greater  than  four  percent  of  the  electrical 
corporation's  single-hour  peak  load  during  the  previous  calendar  year,  and  such  capacity  ot 
community  solar  facilities  shall  not  count  towards  the  system-wide  net  metering  cap  defined  in 
su bsection  3 of  section  386.900.  Electrical  corpo rations  shall  be  allowed  to  own  or  .ope.ratg 
comm  unity  solar  facilit  i es  with  an  aggregate  capaci  ty  u p to  two  percent  of  t he  electrical 
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corporation’s  single-hour  peak  load  during  the  previous  year.  Entities  or  individuals  that  are  not 
electrical  corporations  shal  I be  allowed  to  own  or  operate  community  solar  facilitLes_wnthan 
aggregate  capacity  up  to  two  percent  of  the  electrical  corporation’s  single-hour  peak  load  during 
the  previous  year.  ljig_^mmissj.oiLghall  allow  prudently  incurred  costs  and  expenses  for 
community  solar  facilities  owned  by  an  electrical  corporation  to  be  included  jjL^cb  eject rjcaj 
corporation's  rate  base.  Once  a four  percent  aggregate  cap  i_s  reached  for  community  solar 
facilities,  the  commission  shall  open  a docket  to  determine  whetheroMlotjhe^m 
program  shall  be  expanded,  and  the  commission  may  increase  the  a,»gre,g^aterapjmj^p_aboye 
four  percent,  or  adjust  the  percentage  cap  of  electrical  corporations  owning  community  solar 
facilities.  The  commission  shall  consider  all  benefits  and  costs  of  such  an  expansion  when 
making  its  decision.  Community  solar  facilities  shall  not  be  eligible  for  tax  credits  under  section 
386.1000. 

4jfor_any  community  solar  facility  that  is  owned  or  operated  by  an  entity  other  than  an  electrical 
corporation . the  energy  generated  by  a community  solar  facility  shall  be  provided  to  the 
electrical  corporation  to  vv hich  it  is  interconnected  in  exchange  for  the  allocation  and  facilitation 
of  bill  credits  provided  in  subsection  5 

5 . K ilovvatt  hours  generated  from  community  solar  faci I ities  shall  be  allocated,  oipa  projiita 
basis,  to  the  designated  subscribers  of  the  community  solar  facility  at  the  direction  of  the 
community  solar  facility  owner  or  operator.  Allocated  bill  credits  shall  be  set  at  a com  mu  n i ty 
solar  rate  per  kilowatt  hour  determined  by  the  commission.  The  commission_shal!.4eterm 
va I ue  of  bill  credits  pe r ki lowatt  hour  taking  into  consideration  costs  and  benefits  of  solar  energy 
including  but  not  limited  to  energy  value,  generation  value,  environmental  value,  transmission 
and  distribution  system  value,  disaster  recovery  value,  reactive  power  value  and  other  grid 
benefit  value,  but  such  bill  credits  shall  not  be  less  than  the  electrical  corporation's  average  retail 
rate.  The  value  of  allocated  community  solar  bill  credits  shall  be  used  to  reduce  the  customer’s 
total  bill.  Owners  and  operators  of  community  solar  facilities  shall  not  be  considered  a public 
uti  I itv  as  defined  i n section  386.020,  except  that  this  provision  shal  I not  apply  to  any  owner  or 
operator  who  is  an  electrica I corporation.  When  acomnum i tv  solar  facility  is  placed  in  service  it 
shall  have  the  option  to  lock  in  the  current  value-of-community-solar  rate  for  a period  of  twenty 
years. 

(k  The  commission  shall  promulgate  rules  and  regulations  it  deems  necessary  to  carry  out  the 
provisions  of  this  section.  The  commission’s  rules  shall:  allow  electrical  corporations  to  recover 
costs:  provide  earning  opportunities  for  electrical  corporations:  provide  an  orderly  process, 
i ncluding  a reservation  system,  to  allow  potential  comm u n i ty  solar  facility  owners  and  operators 
to  develop  projects  within  the  capacity  limits  in  subsection  2:  and  provide  options,  which  may 
i nclude  financial  incentives,  to  encourage  low-income  pa rt i cipation. 

7.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under 
the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and.  it  applicable,  section  536.028.  This  section 
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and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
tnMejr  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a rule  arc 
subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed 
or  adopted  after  January  1 ,2017,  shall  be  invalid  and  void. 

386.1000.  1 . For  all  tax  years  beginning  on  or  after  January  1 , 2016.  any  taxpayer  incurring  costs 
and  expenses  for  the  installation  of  a clean  energy  resource  project  shall  receive  a tax  credit, 
referred  to  as  a “clean  energy  tax  credit”,  against  the  state  tax  liability  incurred  pursuant  to 
chapter  143,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  in  sections 
143.191  to  143.265,  in  an  amount  equal  to  thirty-five  percent  of  the  total  cost  and  expenses  of  the 
project.  The  total  amount  of  clean  energy  tax  credits  offered  annually  shall  not  exceed  one 
percent  of  the  value  of  electricity  used  in  Missouri  as  determined  in  subsection  4. 

2.  The  department  of  economic  development  shall  certify  when  the  tax  credits  provided  in  this 
section  have  resulted  in  the  installation  of  one  thousand  megawatts,  measured  in  alternating 
current,  of  additional  clean  energy  generation  resources  installed  using  tax  credits  under  this 
section  and  shall  notify  the  governor,  the  general  assembly,  the  public,  and  each  taxpayer  that 
submits  an  application  for  a tax  credit  under  this  section  once  the  one  thousand  megawatt  limit 
has  been  reached.  After  such  certification,  but  no  later  than  June  30, 2022,  the  authorization  to 
issue  addition  a I clean  energy  t ax  crcd  its  shall  su  nset . 

3.  “Clean  energy  resource  project”  shall  be  defined  as  a project  producing  electrical  energy  from 
a clean  energy  resource  as  defined  in  section  386.900  or  other  technology  eligible  for  net 
metering  as  defined  in  386.900.  A “taxpayer”  shall  mean  any  entity  subj ectjo  taxation  of  income 
under  chapter  143.  The  costs  and  expenses  included  in  the  cost  basis  eligible  for  the  tax  credit 
shall  include,  but  not  be  limited  to.  expenses  necessary  for  the  production  of  a clean  energy 
resource  project  that  is  tangible  personal  property,  or  other  tangible  property  if  such  property  is 
used  as  an  integral  part  of  the  clean  energy  resource  project  installation,  and  shall  include  costs 
and  expenses  allowable  with  respect  to  depreciation  or  amortization  in  lieu  of  depreciation., The 
maximum  cost  basis,  for  the  purpose  of  calculating  the  state  tax  credit,  shall  not  exceed  three 
dollars  per  watt  measured  in  di rect  current  for  solar  photovoltaic  projects  a_nd 

an  equivalent  amount  for  other  clean  energy  resource  projects  measured  in  alternating  current.  If 
the  total  project  costs  exceed  three  dollars  per  watt,  the  basis  eligible  for  the  state  tax  credit  shall 
nonetheless  be  limited  to  three  dolla rs  per  watt. 

4.  For  the  purposes  of  this  section,  “value  of  electricity  used  in  Missouri  _ means_the  annual 
aggregate  Missouri-based  portion  of  revenue  of  retail  electric  suppliers,  as  defined  in  386.890 
and  386,900,  per  fiscal  year.  The  determination  of  the  value  of  electricity  used  in  Missouri  shaj  1 
be  determined  by  the  commission  based  on  available  reports,  includ ing  FERC  Form  Number  1 as 
a I lowed  by  1 8 CFR  $ 141  or  an  equivalent  as  determined  by  the  com  mission,  of  megawatt  hours 
sales  of  retail  electricity  and  corresponding  revenues  tor  the  preceding  year  or  most  current 
reporting  period  as  determined  by  the  commission.  The  commission  shaJLpublish  the  value of 
electricity  used  in  Missouri  to  the  public  and  department  ol  economic  development  within  sixty 


12 


.(jrltcA-f 

flnys  of  the  enactment  of  this  section  and  at  least  sixty  days  prior  to  thej^»innms  of  each  fiscal 
year, 

5.  The  provisions  of  this  section  notwithstanding,  a claimant  may  only  apply  for  and  receive  the 
credit  authorized  by  this  section  for  installations  up  to  two  hundred  kilowatts,  measuredjin 
alternating  current,  per  project.  No  electrical  corporation  as  defined  under  section  386.020  shall 
own  or  control  a clean  energy  resource  project  that  receives  a state  tax  credit  under  this  section 
or  be  permitted  to  claim . tra nsfer.  or  assign  any  tax  ere dit  under  this  sec t i on, 

6.  The  “Clean  Energy  Fund”  is  hereby  created  within  the  state  treasury  which  shall  consist  of 
application  deposits,  appropriated  moneys,  gifts,  contributions,  grants,  or  beejuests. 

The  state  treasurer  without  legislative  action  shall  credit  to  and  place  in  the  Clean  Energy  Fund 
all  moneys  collected  as  a result  of  the  application  deposits  required  under  this  section.  All  of  the 
moneys  collected  under  this  section  shall  be  kept  separate  from  the  general  revenue  fund  as  well 
as  any  other  funds  or  accou n ts  in  the  state  treasu ry  and  shal I be  credited  to  and  placed  only  in  the 
Clean  Energy  Fund  and  the  accounts  created  within  the  Clean  Energy  Fund.  Any  moneys 
credited  to  and  placed  in  the  Clean  Energy  Fund  and  any  account  created  by  this  section  shall  be 
appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  not  be  subject  to 
the  provisions  of  section  33.080.  RSMo.The  unexpended  balances  of  such  moneys  shall  remain 
i n the  Clean  Energy  Fund  and  in  the  particul ar  account  i n which  the  moneys  are  placed,  and  such 
balances  shall  not  revert  to  the  general  reven tie  fund.  All  interest  which  accrues  upon  the  moneys 
in  any  account  within  the  Clean  Energy  Fund  shall  be  added  to  such  account  and  shall  not  be 
cred i ted  to  the  general  re ve n ue  fund. 

The  department  of  economic  development  shall  administer  the  fund.  Any  unencumbered  monies 
in  the  fund  shall  be  appropriated  and  used  exclusively  for  advancing  clean  energy  through  the 
efficient  administration  of  the  clean  energy  tax  credit  program  created  under  this  section. 

7 . To  obtain  approval  lor  tax  credits  allowed  under  this  section,  a taxpayer  shall  submit  an  initial 
application  for  tax  credits  to  the  department  of  economic  development.  Each  application  shall  be 
prioritized  for  review  and  approval,  in  the  order  of  the  date  on  which  the  application  was 
received,  with  the  oldest  received  date  receiving  priority.  Applications  received  on  the  same  day 
shall  go  through  a lottery  process  to  determine  the  order  in  which  such  applications  shall  be 
reviewed.  Each  application  shall  include  a two  cent  per  watt,  measured  in  alternating  current. 
application  deposit,  which  shall  be  deposited  in  the  Clean  Energy  Fund.  Such  application  deposit 
shall  be  refunded  at  completion  of  the  project  or  if  the  department  of  economic  development 
disapproves  the  project.  The  a pplication  deposit  shall  be  retained  in  the  Clean  Energy  Fund  if  the 
application  is  withdrawn  by  the  taxpayer  or  the  project  is  not  completed  within  the  time  specified 
under  this  section.  If  there  is  an  application  priority  queue,  the  taxpayer  may  request  a refund  of 
the  application  deposit  and  lose  its  spot  in  the  priority  cpieue.  If  the  taxpayer  wants  to  maintain  its 
position  in  the  priority  queue,  the  application  deposit  shall  be  retained  in  the  Clean  Energy  Fund 
until  completion  of  the  project.  At  least  once  per  quarter,  the  department  of  economic 
development  shall  publish  a list  identifying  the  amount  of  tax  credits  receiving  initial  approval 
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and  final  approval  for  each  fiscal  year  and  the  amount  of  tax  credits  reserved  for  future  years,  if 
applicable. 


8.  Each  application  for  initial  approval  of  the  tax  credit  under  this  section  shall  be  reviewed  bv 
the  department  of  economic  development  within  thirty  days  of  its  submission.  In  order  to  receive 
cons  [deration  .an  applicat  ion  must  include: 

(1)  Proof  of  ownership  or  site  control.  Proof  of  ownership  shall  include  evidence  that  the 
taxpayer  is  the  lee  simple  owner  of  the  el i gi ble  property.  Such  ev idcnce  may  include  a 
warranty  deed,  closing  statement  or  other  form  approved  by  the  department.  Proof  of  site 
control  may  be  evidenced  by  a leasehold  interest  or  an  option  to  acquire  such  an  interest; 

(2)  Design  plans  for  the  clean  energy  resource  project,  including  one-line  diagrams  stamped 
by  a professional  engineer,  when  applicable: 

(3)  The  estimated  costs  and  expenses  to  be  included  in  the  cost  basis  eligible  for  the  tax 
credit,  the  local  electric  utility  provider,  the  estimated  project  start  date,  and  the  estimated 
project  completion  date: 

(4)  The  application  deposit  required  under  subsection  7 of  this  section,  to  be  deposited  in  the 
Clean  Energy  Fu n d:  and 

(5)  Any  other  information  which  the  department  of  economic  development  may  reasonably 
require  to  review  the  project  for  approval . 

9-  Any  disapproved  application  shall  lose  prioritization  based  on  the  tiling  date.  II  an  application 
is  removed  from  the  review  process,  the  department  of  economic  development  shall  notify  the 
ta x payer  in  writing  of  the  decision  to  remove  such  application.  The  taxpayer  shall  have  one 
opportunity,  not  to  exceed  ten  days  of  notification  of  disapproval,  to  correct  any  deficiencies  in 
the  initial  application  without  losing  its  priority  before  becoming  disapproved.  Disapproved 
a pplications  shall  lose  priority  in  the  review  process.  A disapproved  application,  which  is 
removed  from  the  review  process,  may  be  resubmitted,  but  shall  be  deemed  to  be  a new 
submission  for  purposes  of  the  priority  procedures  described  in  this  section. 

1 0.  If  the  department  of  economic  development  deems  the  application  suf  I icient,  the  taxpayer 
shall  be  notified  in  writing  of  the  approval  for  an  amount  of  tax  credits  in  accordance  with  this 
section  within  forty-five  days  of  the  initial  appl ication.  Such  approvals  shall  be  granted  to 
applications  in  the  order  of  priority  established  under  subsection  7 of  this  section. 

1 1 . In  the  event  that  the  department  of  economic  development  grants  approval  for  tax  credits 
equal  to  the  total  amount  available  under  this  section  or  sufficient  that_when  totaled  with  all  other 
a pprovals.  the  amount  available  under  this  section  is  exhausted,  all  taxpayers  with  applications 
for  initial  approval  then  awaiting  review  or  thereafter  submitted  for  injliajj]pp[royal_sliail_be 
notified  by  the  department  of  economic  development  that  the  maximum  amount  of  credits; 
authorized  have  been  allocated  for  the  fiscal  year  and  no  additional  credits  are  available.  The 
department  of  economic  development  shal I continue  to  review  applications  during  the  fiscal ..ye?11 
and  any  additional  approvals  shall  be  issued  in  the  event  that  additional  credits  become  available 
due  to  the  rescission  of  approvals  or  reserved  for  a future  fiscal  year. 
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12.  All  taxpayers  with  applications  receiving  initial  approval  shall  complete  the_^nj_ener»y 
resource  project  within  nine  months  of  the  date  of  issuance  of  the  letter  from  the  jlepartmcnLof 
economic  development  granting  the  initial  allocation  for  tax  credits.  Completion  shaj I i nclude 
certification  from  a local  permitting  authority,  Uial  the  .project  is  complete.  If  no  certification  from 
a local  permitting  authority  is  available  then  a professional  engineer  shall  certify  the  i retaliation 
meets  all  applicable  safety,  performance,  interconnection,  and  reliability  standards  established  by 
t htyNntionnl  Electrical  Code,  the  National  Electrical  Safety  Code,  the  institute  of  Electrical  and 
Electronics  Engineers.  Underwriters  Laboratories,  the  Federal  Energy  Regulatory  Commission , 
and  any  local  governing  authorities.  By  depositing  an  additional  two  cent  per  watt  application 
deposit  with  the  department  of  economic  development  to  be  credited  to  the  Clean  Energy  Fund, 
the  taxpayer  shall  get  one  three-month  extension  to  complete  the  project  if  it  demonstrates  at 
least  thirty  percent  of  the  project  costs  have  been  incurred  and  the  project  is  expected  to  be 
completed  within  three  months.  If  the  department  of  economic  development  determines  that  a 
taxpayer  has  failed  to  comply  with  the  requirements  provided  under  this  section,  the  approval  for 
t he  amount  of  tax  credits  for  such  taxpayer  shall  be  resc i nded  and  such  amount  of  tax  credits 
shall  then  be  included  in  the  total  amount  of  tax  credits  provided  under  this  section  from  which 
approvals  may  be  granted.  Any  taxpayer  whose  approval  shall  be  subject  to  rescission  shall  be 
notifi ed  of  such  from  the  depa rt merit  of  economic  develop ment  and,  upon  rece i pt  of  such  notice, 
may  submit  a new  application  for  the  project. 

13.  For  calendar  year  2016,  any  taxpayer  verified  by  the  department  to  have  commenced  a clean 
energy  resource  project  in  calendar  year  2016  and  otherwise  complied  with  subsections  1 and  5 
within  calendar  year  2016  shall  be  deemed  eligible  for  the  tax  credit  under  this  section. 

14.  To  claim  the  tax  credit  authorized  under  this  section,  a taxpayer  with  initial  approval  shall 
complete  the  project  and  apply  for  final  approval  and  issuance  of  tax  credits  from  the  department 
of  economic  development,  which  shall  determine  the  total  amount  of  eligible  costs  for  the  clean 
energy  resource  project.  The  taxpayer’s  final  approval  appl ication  shall  incl ude  a cost 
certification  report  or  opinion  letter  from  a certified  public  accountant  confirming  the  costs  and 
expenses  incurred  for  purposes  of  determining  th e el igibl e cost  basis  for  the  c lea n e nergy 
resource  project.  For  any  project  to  which  the  department  gives  final  approval,  the  department 
shall  inform  the  taxpayer  by  letter  and  shall  issue,  to  the  taxpayer,  tax  credit  certificates  within 
thirty  days  of  receiving  the  final  approval  application.  The  taxpayer  shall  attach  the  certificate  to 
all  Missouri  income  tax  returns  on  which  the  credit  is  claimed.  The  department  of  economic 
development  shall  certify  to  the  department  of  revenue  the  amount  of  such  tax  credit  to  which  a 
c red i t claimant  is  entitled  pursuant  to  this  section , 

15.  If  the  amount  of  such  credit  exceeds  the  total  tax  liability  for  the  year  in  which  the  clean 
energy  resource  installation  is  placed  in  service,  the  amount  that  exceeds  the  state  lax  liability 
may  be  carried  back  to  any  of  the  three  preceding  years  and  carried  forward  for  credit  against  the 
taxes  imposed  pursuant  to  chapter  143  and  chapter  148,  except  for  sections  143.191  to  1 43365 
for  the  succeeding  ten  years,  or  until  the  full  credit  is  used,  whichever  occurs  first.  Taxpayers 
eligible  for  such  tax  credits  may  transfer,  sell  or  assign  the  credits  with  assignee  retaining  the 


same  ca  rrv  back  and  carry  fo  r\v  a id  rights  contained  i n thi  s subsection.  The  assignor  of  tax  cred  its 
shall  perfect  such  transfer  by  notifying  the  department  of  economic  development  in  writing 
within  thirty  calendar  days  following  the  effective  date  of  the  transfer  and  shall  provide  any 
inlormajionjLS  may  be  required  by  the  department  of  economic  development  to  administer  and 
carry  out  the  provisions  of  this  section.  The  state  tax  credit  shall  not  be  subject  to  recapture 
provisions.  For  financial  institutions,  credits  authorized  pursuant  to  this  section  shall  be  deemed 
to  be  economic  development  credits  for  purposes  of  section  148.064. 

16.  Except  as  expressly  provided  in  this  section,  tax  credit  certificates  shall  be  issued  in  the  year 
in  which  the  clean  energy  resource  project  is  completed.  In  the  event  the  amount  of  eligible  costs 
and  expenses  incurred  by  a taxpayer  would  result  in  the  issuance  of  an  amount  of  tax  credits  in 
excess  of  the  amount  provided  under  such  taxpayer's  approval  granted  under  this  section,  such 
taxpayer  may  not  apply  to  th  e depart  me  nt  for  issuance  of  tax  c redits  in  an  amount  equa  I to  sue  h 
excess  and  shall  be  limited  to  the  amount  allocated  in  the  initial  application  approval  letter 
received  from  the  departm e n t of  economic  development. 

17.  The  department  shal I promulgate  rules  necessary  to  ad m inistcr  the  provisions  of  t he 
section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
su bject  to  all  of  the  provisions  of  chapter  536. 


RECEIVED 
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Secretary  oe  State 
State  of  Missouri 


Ei  i c'tions  division 
(573)751-2301 


December  14,  2015 
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The  Honorable  Nicole  Galloway 
Stale  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  40  (2016-163) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  1 1, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary'  as  required  by  Section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Ci  nti  r 
600  w.  Main  Street  • Ji  h i icon  City  6510 1 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (orX(ty  of  St  Louts^i  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  •^is'yhiri,  foi^cir  ^^"oval 
or  rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  hersb^aysi  I h*a\?e  peV-soiially 
signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and Count$D(oj  City  of.SL  Louis)*  my 


registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  na|ne.\ 


[Official  Ballot  title] 


* 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers] 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missoni  i 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

dav  of 

, A.D.201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new  sections  to  be 
known  as  Article  XIV  Sections  1 , 2, 3,  and  4 to  read  as  follows: 

Article  XIV 


Section  I. 


L After  the  effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly, 
or  such  officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  after  the 
effective  dale  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly,  or  such 
officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist. 
or  solicit  clients  to  re  present  as  a pai  d lobbyist  until  one  year  after  the  expiration  of  anv  term  of  office 
for  which  such  person  i s elected  or  the  termi n ation  of  such  employee’s  employment,  and  where  such 
service  or  employment  was  after  the  effective  date  of  this  section.  Anv  purposeful  violation  of  this 
subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fine 
of  up  to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is 
authorized  to  enforce  this  section  as  provided  In  law. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent  children, 
staff  or  employees  of  such  officer  or  member,  or  anv  department  or  division  director  of  the  executive 
branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected  government  official  shall 
accept  anv  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  from  any  lobbyist  or  lobbyist 
principal  in  excess  of  five  dollars  per  occurrence.  This  subsection  shall  not  be  construed  to  prevent  anv 
public  official  from  accepli ng  contributions  to  political  committees  under  his  or  her  control,  consistent 
with  this  article  and  applicable  law,  accepting  informational  materials  such  as  books,  reports. 
pamphlets,  calendars,  or  periodicals  informing  the  public  official  regarding  his  or  her  official  duties, 
accepting  food  or  beverage  provided  at  a widely  attended  event  that  includes  at  least  twenty-five 
private  persons  and  relates  to  the  official’s  duties,  or  accepting  items  that  arc  available  or  distributed 
free  of  charge  to  members  of  the  general  public.  Nothing  in  this  section  shall  prevent  individuals  from 
receiving  gifts,  family  support  or  anything  of  value  from  those  related  to  them  within  the  fourth  degree 
In  blood  or  marriage.  The  dollar  limitations  of  this  section  shall  be  increased  or  decreased  each  year  by 
the  pcrccnla ge  of  increase  or  decrease  from  t h c_c nd  of  the  previous  calc ndar  year  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  l^ihor,  or  its  successor  agency. 
Anv  purposeful  violation  of  this  section  shall  he  punishable  hv  a term  of  imprisonment  of  up  to  six 
months  or  the  imposition  of  a fine  of  up  to  live  hundred  dollars  or  both.  The  Missouri  Ethics 
Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as  provided  by  law.  All  gifts 
by  a lobbyist  or  lobbyist  principal  to  a public  official  their  employees  or  staff  shall  he  reported  to  the 
Missouri  Ethics  Commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and 
the  individual  recipient. 

3.  Notwithstanding  any  provision  of  law  to  the  contrary  , nothing  in  this  section  shall  prohibit  a paid 
employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist  for  such 
employer  before  the  legislative  branch  of  slate  government. 

4.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist",  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking,  passage, 
amendment,  delay  or  defeat  of  anv  official  action  on  any  bill,  appropriation,  resolution,  amendment, 
nomination,  appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  anv  natural  person  who  acts 
for  the  purpose  of  attempting  to  influence  any  action  by  the  executive  branch  of  government  or  by  anv 
elected  or  appointed  official,  employee,  department,  division,  agency  or  board  or  comm ission  thereof: 
or  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  anv  purchasing  decision  hv 
the  judicial  branch  of  govern  men  t or  by  anv  elected  or  a ppointed  official  or  any  employee  thereof:  or 
anv  natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  anv  action  hv  a 
focal  I y elected  government  official:  and  such  person  is  registered  as  a lobbyist  with  the  et hies 
commission  or  its  successor  agency. 

“Lobbyist  principal",  anv  person,  business  entity,  governmental  entity,  religious  organization. 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs,  contracts  for 
or  com pensates  a U >hbyist  a n d is  li sled  as  a principal  with  the  Missouri  Ethics  Commission  or  i is 
successor  agency. 


Section  2. 

L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to  other 
campaign  contribution  limitations  or  restrictions  provided  for  hv  law  and  unless  local  charter  or 
ordinance  provi  des  for  a I owe  r contribution  limit  for  a local  office,  the  amount  of  contributions  made 
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to  or  accepted  bv  any  candidate  or  candidate  committee  from  any  person  other  than  the  candidate  in 
anv  one  election  for  public  office  shall  not  exceed  the  following: 


(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  state 
treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars:  and 

(4)  To  elect  an  individual  to  anv  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person  exploring  a 
ca ndidaev  for  a public  office  listed  it i_l I us. s u bseclion. 

For  purposes  of  this  section,  "base  year  amount"  shall  he  the  contribution  limits  prescribed  in  this  section 
on  January  I.  2017,  Contribution  limits  set  forth  herein  shall  he  adjusted  by  the  Missouri  Ethics 
Commission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  even-numbered  yea r by 
multiplying  the  base  year  amount  by  t he  cumul alive  consumer  price  index  and  rou nded  to  the  nearest 
twentv-five-dollar  amount,  for  all  years  after  January  1 . 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to  circumvent 
the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  he  made  hv  or  accepted  from  a corporation, 
except  from  a political  committee  that  is  incorporated  for  liability  purposes  only. 


4.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the  intent  to 
circumvent  the  contribution  I i mils  imposed  in  this  section,  one  factor  that  may  be  considered  is 
whether  the  contribution  is  received  from  a committee  or  organi/ution  that  is,  at  the  time  the 
contribution  was  made,  primari Iv  funded  bv  a single  person,  individual,  or  other  committee  that  has 
already  reached  its  con tribulion  li mil  under  anv  law  relating  to  contrihu lion  li nutations.  For  purposes 
of  this  section,  a committee  or  organization  is  “primarily  funded  bv  a single  person,  individual,  or 
other  committee"  when  t he  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  he  made  or  accepted,  directly  or  indirectly,  in__a 
fictitious  name,  in  the  name  of  another  person,  or  bv  or  through  another  person  in  such  a manner  as  to, 
or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the  contribution. 

6.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of  contributions  if 
the  Missouri  Ethics  Commission,  its  successor  agency,  or  a court  determines  that  a candidate  has  taken 
no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  ol  an  .expenditure  .that  isjljunnecf  a 
contribution  pursuant  to  1 his  section. 

7.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,. conduct  fundraising 
activities,  or  hold  fundraising  events,  supporting  or  opposing  any  ca nd i date , bal  Iqtjncasu re , political 
party,  or  political  committee,  on  anv  property  or  in  anv  building  owned  or  leased  by_thc  state  or  an.y 
political  subdivision,  unless  the  property  or  building  is  routinely  used  by  and„madcjiNjujabLe_for  rent  or 
for  a fee  to  all  members  of  the  public  bv  the  slate  or  the  political  subdivision.. 

8.  For  purposes  of  this  section,  the  following  terms  arc  detlned  as  follows: 

( 1 ) "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  ol  I ice,  i ncluding  an  elected 
officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  sceks  iio_mination_hyJjie 
individual's  political  party  for  election  to  public  office,  an  individual  standing  fpT_roMntionin_an 
election  to  an  office  to  which  t he  individual  was  previously  appointed,  an  individual  who  seeks 
nomination  or  election  whether  or  not  the  specific  elective  public  ol  l ice  to  be_ sought  has  been 
finally  determined,  and  an  individual  who  is  a write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a candidatejo 
receive  contributions  and  make  expenditures  on  behalf  of  the  person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything  of  vajue 
to  anv  candidate  or  candidate  committee  for  the  purpose  of  supporting_or  otiposing_tbcjomjnation 
or  election  of  anv  candidate  for  public  office  or  for  paving  debts  or  obligations  of  any  candidate  or 
candidate  committee  previously  incurred  for  such  purposes.  An  in-kind  contribution ..QL^nythingjjl. 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  ihe  lair  inarkcl  yajuc. 

(a)  "Contribution"  to  anv  candidate  or  candidate  committee  inclti(les,  btU  jsjAotJiinited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person’s  candidacy  other  than 

expense  of  the  candidaLc>JoQ^^  < and_pnymcnt_qj_any  fee  necessary  to  the 

filing  for  public  office: 

b.  Payment  by  anv  person,  other  than  a candidate  or  candidate  comniiltcc^).cptn|wnsatc^noth£r 
person  for  services  rendered  to  that  candidate  or  candidate  committee; 


2 


\U-\G5 


c.  Receipts  from  Ihc  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise: 

d.  Receipts  From  fundraising  events: 

e.  Anv  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  oilier  obligation 
hv  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third  party  if  the  loan  or 
debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part.  Tor  use  in  a 
candidate  election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or  obligations 
of  a candidate  or  candidate  committee  previously  incurred,  or  which  was  received  by  a 
candidate  committee: 

f.  Funds  received  by  a candidate  committee  which  arc  transferred  to  such  committee  from 
another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  hv  anv  person  to  a candidate  or  candidate 
comm iltee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes 
which  is  made  available  regularly  to  the  public,  including  other  candidates  or  candidate 
committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions: 

h.  Any  payment  or  expenditure  by  anv  person  other  than  a candidate  or  a candidate  committee 
made  in  connection  with  anv  candidate  that  is  authori/.ed.  requested,  suggested,  or  fostered  by 
or  made  in  cooperation  with  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee:  or 

i.  Anv  payment  or  expenditure  for  anv  communication  which  republishes,  disseminates,  or 
distributes  in  whole  or  in  part,  anv  broadcast  or  anv  written,  graphic,  or  other  form  of 
campaign  material  prepared  bv  the  candidate  or  candidate  committee  or  agents  of  the 
candidate  or  candidate  committee,  other  than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  docs  not  include: 

a.  Ordinary  home  hospitality  or  non-skillcd  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee,  nor  the 
necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the  performance  of 
voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary-  contribution  which  is  expressly  and  unconditionally  rejected 
and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within  ten  business  days 
after  receipt: 

c.  Interest  earned  on  deposit  of  candidate  committee  funds: 

d.  The  internal  dissemination  bv  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measures  to 
its  directors,  officers,  members,  employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  bv  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution  for  purposes  of  t his 
section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

m Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign,  phimv, 
projects,  activities,  or  needs  is  material  to  the  creation,  production  or  distribution  of  the 
communication: 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate,  candidate 
committee  or  an  agent  of  the  candidate  or  candidate  committee  prior  to  the  elate  the 
communication  is  publicly  disseminated  or  distributed: 

c.  The  person  and _t he  candidate  or  candidate  committee  retain  the  same  individual  or  en t i tyjo 
provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes  of  this 
subparagraph,  the  term  “professional  campaign  services"  does  not  include  accounti ng  or  legal 
services,  or  other  non-campaign  services: 

d.  Whether  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by 
a person  who  is  a coordinated  spender  with  respect  to  the  candidate. 


(df  None  of  the  following  circumstances  arc  sufficient  in  and  of  themselves  to  support  a finding  that  a 
payment  or  e xpenditure  hv  a person  for  a communication  is  authorized,  requested,  suggested,  or  fostered  by 
a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  Ihc  candidate  regarding  legislative  or  policy  issues  that  affect  the 
spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not  communicate 
with  the  candidate  regarding  the  communication: 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses  that 
material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate: 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a communication, 
but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered  services 
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to  the  candidate  prior  to  the  current  election  cycle. 


(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a candidate,  a 
person  for  which  anv  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or  suggestion  of.  or 
with  the  encouragement  of.  l h e candid  ate  o r ca  ndidatc  committee,  or  agents  of  the  candidate  or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate  committee  solicit 
funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during  the  election  cycle  involved, 
including  by  providing  the  perse ui  with  mi mes  of  potential  donors  or  other  I ists  to  be  used  by  t he  person 
in  engaging  in  fundraising  activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the 
names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  hv  anv  person  who,  during  the  two-year  period 
before  the  general  election  or  primary  election  in  which  the  candidate  stands  for  nomination,  has  been 
employed  or  retained  as  a polil ical.  media,  or  fu ndraising  adviser  or  consultant  for  the  candidate  or 
candidate  committee  or  for  anv  other  entity  directly  or  indirectly  controlled  bv  the  candidate  or 
candidate  committee,  or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate 
committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established,  directed,  or 
ma naged  hv  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a person  that  is  a 
political  committee.  The  term  "business  partner  of  a candidate"  means  a person  who  is  a director, 
officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position  of  management  in  a business 
entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner,  trustee, 
owner,  employee,  or  holds  anv  position  of  management:  "an  affiliate  of  a business  entity"  means  anv 
business  entity  that  directly,  or  indirectly  through  one  or  more  intermediaries,  controls,  or  j^comroljed 
by,  or  is  under  common  control  with  the  business  entity. 


(cl  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  p.osiljpn^vij_h_the 
candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate  regarding  the 
pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the  general  election  or 
before  anv  primary  election  in  which  the  candidate  stands  for  nomination. 

(0  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the  candidate  or  the 
candidate  committee  fundraising  events  or  campaign  activities  benelitting  the  person,  the  candidate,  or 
the  candidate  committee. 


(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services  from  the 
family  member  of  a candidate. 

(5)  “Covered  communication"  is  a communication  conveyed  to  live  hundred  or  more  members  of_a 
general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Conla i n s words  s uch  as  “vote",  “oppose  “suppe >rt  . “elect  . — deleat_1_or — reject, — in 

expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate  seeks  office, 
and  is  susceptible  to  no  reasonable  interpretation  other  than  as  an  appeal  to  vote  for  or  against 
a candidate:  and 

(bl  Isi 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet  communication;  or 

b,  Pri nted  advertisements . pamphlets,  circulars,  fivers , brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication"  only  it  it  is  placed  for  a fee  on 
another  person's  web  site. 

(6)  "Election",  anv  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual  to  public 
office  or  to  retain  or  recall  an  elected  officeholder,  and  anv  caucus  or  other  meeting  of  a political_j)ajty_ 
or  a political  parly  committee  at  which  that  party's  candidate  or  candidates  for  public  office  are 
officially  selected.  A primary  election  and  the  succeeding  general  election  shall  be  considered  separate 
elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  political 
committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  business  entity,  non- 
profit entity,  trade  or  professional  or  business  association,  other  association,  political_party,  or  any 
other  club  or  organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a 
political  nartv  shall  constitute  a single  person. 
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9.  Any  purposeful  violation  of  this  section  shall  be  punishable  by: 

(1)  For  ihe  llrst  violation,  imprisonment  fur  up  to  one  year  or  a line  of  up  to  one  thousand  dollars  or 
both,  plus  an  amount  equal  to  three  limes  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  lo  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the 
illegal  contributions. 

10.  The  Missouri  F.thics  Commission  or  its  successor  agency  is  authorized  to  en force  this  section  as 
provided  by  law. 

Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected  official's 
employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section,  “sexual  harassment" 
means  anv  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or  implicitly  a term 
or  condition  of  employment  or  education,  submission  to  or  rejection  of  such  conduct  by  an  individual  is 
used  as  the  basis  for  employment  or  educational  decisions  affecting  such  individuals,  or  such  conduct  has 
the  purpose  or  effect  of  unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  lo  one  year  or  a line  of  up  to  one 
thousand  dollars  or  both. 


Section  4, 


If  anv  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid. 
the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-163) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  December  14,  2015) 


Date 


January  4,  2016 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  amendment  seeks  to  restrict 
political  contributions  and  serving  as  lobbyists.  Elected  officials  are  restricted  from  acting 
or  serving  as  paid  lobbyists  until  one  year  after  the  expiration  of  any  tenn  of  office. 
Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  Violating 
any  of  the  provisions  can  result  in  monetary  fines  or  an  unclassified  class  A 
misdemeanor.  Subsequent  violations  can  include  increased  monetary  fines  or  an 
unclassified  class  D/E  felony. 

The  department  would  not  supervise  the  misdemeanor  offense.  For  a new  class  D/E 
felony  it  is  assumed  that  3 offenders  per  year  would  be  sentenced  for  the  offense,  one  to 
prison  and  two  to  probation.  The  probation  sentences  will  be  for  a five  year  tenn  but 
because  the  sentences  will  be  eligible  for  earned  compliance  credits  the  offenders  will 
only  serve  three  years.  Those  receiving  a tenn  sentence  can  expect  to  serve  1.5  years  in 
prison  and  2 years  on  parole.  The  full  impact  will  occur  in  year  four  and  the  impact  will 
be  1.5  offenders  in  prison  and  eight  offenders  on  field  supervision. 

The  fiscal  year  2015  average  cost  of  supervision  is  $6.04  per  offender  per  day  or  an 
annual  cost  of  $2,205  per  offender.  The  department’s  cost  of  incarceration  is  $16,809  per 
day  or  an  annual  cost  of  $6, 135  per  offender. 

Therefore,  the  total  cost  of  this  bill  will  be  $8,788  in  fiscal  year  2017,  $20,632  in  fiscal 
year  2018,  and  $28,485  in  fiscal  year  2019.  The  cost  in  fiscal  years  2020-2026  will  be  the 
same  as  in  fiscal  year  2019. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 


Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  would  have  no  fiscal  impact  on 
their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  general 
assembly,  a department/division  director  of  executive  branch,  local  elected  officials  to 
accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  University  of  Missouri,  and  St. 
Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $90,000.  Local 
governmental  entities  report  no  expected  fiscal  impact. 
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El  KTIONS  DIVISION 
(573)751  2301 


December  14,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


16-163, 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV.  version  39  (2016-162) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  1 1, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  gPSt.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after 
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CIRCULATOR'S  AFFIDAVIT  ^ 

STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  l HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires . 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\(j> 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new  sections  to  be 

known  as  Article  XIV  Sections  1 , 2, 3, and  4 to  read  as  lollows: 

Article  XIV 

Section  1. 

I ■ Alter  the  effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly . 
or  such  officer’s  or  member’s  paid  employees  shall  act  or  sen  e as  a paid  lobbyist,  register  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  after  the 
effective  dale  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly,  or  such 
officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist, 
or  solicit  clients  to  represent  as  a paid  lobbyist  until  one  year  after  the  expiration  of  any  term  of  office 
for  which  such  person  is  elected  or  the  termination  of  such  employee’s  employment,  and  where  such 
service  or  employment  was  after  the  effective  dale  of  this  section.  Any  purposeful  violation  of  this 
subsection  shall  he  punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fine 
of  up  to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is 
authorized  to  enforce  this  section  as  provided  by  law. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent  children, 
staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director  of  the  executive 
branch , or  any  judicial  branch  purchasing  officer  or  any  locally  elected  government  official  shall 
accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  from  any  lobbyist  or  lobbyist 
p rinci pal  ii i excess  of  five  dollars  per  occurrence.  T his  subsection  shall  not  be  construed  to  prevent  any 
public  official  from  accept! ng  conlri hutions  to  political  committees  under  his  or  her  control,  consistent 
with  this  article  and  applicable  law . accepting  informational  materials  such  as  books,  reports, 
pamphlets,  calendars,  or  periodicals  informing  the  public  official  regarding  his  or  her  official  duties, 
accepting  food  or  beverage  provided  at  a widely  attended  event  that  includes  at  least  twenty-five 
private  persons  and  relates  to  the  official’s  duties,  or  accepting  items  that  are  available  or  distributed 
free  of  charge  to  members  of  the  general  public.  Nothing  in  this  section  shall  prevent  individuals  from 
receiving  gifts,  family  support  or  anything  of  value  from  those  related  to  them  within  the  fourth  degree 
hv  blood  or  marriage.  The  dollar  limitations  of  this  section  shall  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 
Any  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  six 
months  or  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both.  The  Missouri  Ethics 
Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as  provided  by  law.  All  gifts 
by  a lobbyist  or  lobbyist  principal  to  a public  official  their  employees  or  staff  shall  he  reported  to  the 
Missouri  Ethics  Commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and 
the  individual  recipient. 

3.  Notwithstanding  anv  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a paid 
employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist  for  such 
employer  before  the  legislative  branch  of  state  government, 

4.  For  purposes  of  this  section,  the  following  terms  mean: 

“lobbyist”,  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking,  passage, 
amendment,  delay  or  defeat  of  anv  official  action  on  anv  bill,  appropriation,  resolution,  amendment, 
nomination,  appointment,  report  or  anv  other  action  or  matter  in  cither  house  of  the  general  assembly 
or  in  a legislative  committee  in  cither  house  of  the  general  assembly;  or  anv  natural  person  who  acts 
for  the  purpose  of  attempting  to  influence  anv  action  by  the  executive  branch  of  government  or  by  any 
elected  or  appointed  official,  employee,  department,  division,  agency  or  board  or  commission  thereof; 
or  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by 
the  judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  anv  employee  thereof;  or 
anv  natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any  action  by  a 
locally  elected  government  official:  and  such  person  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  anv  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs,  contracts  for 
or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  Missouri  Ethics  Commission  or  its 
successor  agency. 


Section  2. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to  other 
campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  uni  ess  local  charter  or 
ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of  contributions  made 


1 


1 6H6>0, 

lo  or  accepted  In  any  candidate  or  candidate  committee  from  any  person  oilier  than  the  candidate  in 
any  one  election  for  public  office  shall  not  exceed  the  following: 

( 1 )  To  elect  an  individual  lo  the  office  of  governor,  lieutenant  governor,  secretary  of  slate,  state 
treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2J  To  elect  an  individual  lo  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  conlri bulion  li mils  and  other  restrictions  of  this  section  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  shall  he  the  contribution  limits  prescribed  in  this  section 
on  J a n uarv  I.  2017,  Contribution  limits  set  forth  herein  shall  he  adi usted  by  the  Missouri  Kthics 
Commission,  or  its  successor  agency,  on  the  first  day  of  January  i n each  even-numbered  year  by 
multiplying  the  base  year  amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest 
twcnty-fivc-dollar  amount,  for  all  years  after  January  1 . 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to  circumvent 
the  limitations  on  contributions  imposed  in  this  section. 

3.  In  determ  ining  if  a contribution  lo  a candidate  for  public  office  is  made  or  accepted  _\vU  lit  he  intent  to 
emeu  mven  it  he  contribution  limits  imposed  in  this  section,  one  lactor  that  may  be  considered  Js 
whether  the  contribution  is  received  from  a committee  or  organi/-alion  that  is,  at  the  lime,  the 
contribution  was  made,  primarily  funded  hv  a single  person,  individual,  or  other. committee  that  has 
already  reached  its  contribution  limit  under  anv  law  relating  lo  contribution  limitations.._FpLp_iirposgs 
of  this  section,  a committee  or  organization  is  “primarily  Funded  by  a single  pcrscin,  individii;il._or 
other  committee”  when  the  committee  or  organization  receives  more  than  fij  ty_pcrccnl  .of.jls  ajinual 
funding  from  that  single  person,  individual,  or  other  committee. 

4.  No  coni rihution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or  indirectly,  in  a 
fictitious  nam  e.  in  the  name  of  another  person,  or  hv  or  throng  h another  person  i nsuch.  amaniuyrasUj, 
or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the  contribution. 

5 . In  no  circumstance  sha II  a candidate  he  found  to  have  viol ated  limits  on  acce ptancc  oj  eon trihutionsjf 
the  Missouri  Killies  Commission,  its  successor  agency,  or  a court  determines  that  a candjdalc_hasjaken 
no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  a n expenditure  t hat  hLdccmed_a 
contribution  pursuant  to  this  section. 

6.  No  public  official  or  candidate  for  nublic  office  shall  solicit  c()nlrihutions,_a)jiduct_fundraisiiig 
; ic tivit ics.  or  I i old  fundra ising  events,  supporting  or  opposing  any  candidate,  haljpi_nicasiire^ppl itical 
party.or  political  committee,  on  anv  property  or  in  any  building  owned  or  leasedjiy  the  slatcotyany 
political  suhdivi  sion.  unless  t he  property  or  building  is  routine  ly  used  by  and,  made  avail  ah  le  lor  rent  or 
for  a fee  to  all  members  of  the  public  by  the  state  or  the  political  subdivision. 


7.  For  purposes  of  this  section,  the  following  terms  are  defined  as  lollpws: 


( 1 ) "Candidate",  an  individual  who  seeks  nomination  or  election  to  public. ofllceJndudin«  an  elected 
officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks  nomination  by  the 
individual's  political  party  for  election  to  public  office,  an  individual  standing,  for  retcntiojUjijni 
election  to  an  office  to  which  the  individual  was  previously  appointed,  an  indiyidtial  who  seeks 
nomination  or  election  whether  or  not  the  specific  elective  puhlic^ifficc  to  be  sought  has  been 
finally  determined,  and  an  individual  who  is  a write-in  candidate. 

( 2 ) "Candidate  com miltec".  the  single  committee  which  is  formed  and  controlled  hy_  a_candidjite_lo 
receive  contributions  and  make  expenditures  on  behalf  of  tlig_person's_candjdac\y. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything  of  value 
lo  ans  candidate  or  candidate  committee  for  the  purpose  of  supporting  or  opposing  the  nomination 
or  election  of  anv  candidate  for  public  office  or  for  navi ng  debts  or  obligations  of. any  candidate _or 
candidate  committee  previously'  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  markct.vahic. 

(a)  "Coni ri billion"  lo  anv  candidate  or  candidate  committee  includes._biii  is  notJjiniletLk>: 

a.  A candidate’s  own  money  or  property  used  in  support  of  thc_pcrson's  candidacy_otheLlhan 
expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fce.necessary  to.  the 
filing  for  public  office: 

b.  Payment  by  anv  person,  other  than  a candidate  or  candidate  commi(lec,.Uicompci)sate  another 
person  for  services  rendered  to  that  candidate  or  candidate  com mittcc ; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  polilicaj 
merchandise: 

d.  Receipts  from  fundraising  events: 

e.  A nv  loan . guarantee  of  n loan,  cancellation  or  forgiveness  of  a loa.nLQLdehtjjLothejyghligation 
by  at  bird  parly,  or  pavm  e nt  of  a loan  or  debt  or  other  obligation  hy_a_t  hi  rd  PI'  rty  if.  the  loan  or 
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(j)  l(oQ 

debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  pari,  for  use  in  a 
candidate  election  campaign  or  used  or  intended  Tor  the  payment  of  such  debts  or  obligations 
of  a candidate  or  candidate  committee  previously  incurred,  or  which  was  received  by  a 
candidate  committee: 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes 
which  is  made  available  regularly  to  the  public,  including  other  candidates  or  candidate 
committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions: 

h.  Anv  payment  or  expenditure  bv  any  person  other  than  a candidate  or  a candidate  committee 
made  in  connection  with  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by 
or  made  in  cooperation  with  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee:  or 

j.  Anv  payment  or  expenditure  for  anv  communication  which  republishes,  disseminates,  or 
distributes  in  whole  or  in  part,  anv  broadcast  or  anv  written,  graphic,  or  other  form  of 
campaign  material  prepared  by  the  candidate  or  candidate  committee  or  agents  of  the 
candidate  or  candidate  committee,  other  than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  docs  not  include: 

a.  Ordinary  home  hospitality  or  non-skillcd  services  provided  without  compensation  by 
individuals  volunteering  their  lime  in  support  of  a candidate  or  candidate  committee,  nor  the 
necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the  performance  of 
voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or  given: 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally  rejected 
and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within  ten  business  days 
after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  bv  anv  membership  organization,  proprietorship,  labor 
organisation,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measures  to 
its  directors,  officers,  members,  employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  bv  it  person  for  a communication  in  support  of  a 
candidate's  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution  for  purposes  of  this 
section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign,  plans, 
projects,  activities,  or  needs  is  material  to  the  creation,  production  or  distribution  of  the 
communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate,  candidate 
committee  or  an  agent  of  the  candidate  or  candidate  committee  prior  to  the  date  the 
communication  is  publicly  disseminated  or  distributed: 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or  entity  to 
provide  professional  campaign  sendees  during  the  same  election  cycle.  For  purposes  of  this 
subparagraph,  the  term  “professional  campaign  services”  does  not  include  accpunting_or  legal 
sendees,  or  other  non-campaign  services; 

(I.  Whether  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by 
a person  who  is  a coordinated  spender  with  respect  to  the  candidate. 

(d)  None  of  the  following  circumstances  arc  .sufficient  in  and  of  themselves  to  support  a rinding  that_a 
payment  or  expenditure  bv  a person  for  a communication  is  authorized,  requested,  suggested,  or  fostered  by 
a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect  the 
spender  or  discusses  campaign-related  issues  with  the  candidate,  but  docs  not  communicate 
with  the  candidate  regarding  the  communication: 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  mate  ri  a I from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses  that 
material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a communication, 
hut  docs  not  discuss  or  negotiate  the  communication  with  the  candidate; 

c.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered  services 
to  the  candidate  prior  to  the  current  election  cycle- 

id)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a candidate,  a 
person  for  which  anv  of  the  following  applies: 
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Kfl- 

(a)  The  person  is  directly  or  indirectly  formed  or  established  bv  or  at  the  request  or  suggestion  of.  or 
with  the  encouragement  of.  the  candidate  or  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate  committee  solicit 
funds  or  engage  in  other  fundraising  activity  oil  the  person's  behalf  during  the  election  cycle  involved, 
including  by  providin’!  the  person  with  names  of  potential  donors  or  other  lists  to  he  used  bv  the  person 
in  encaging  in  fundraising  activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the 
names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  hv  any  person  who,  during  the  two-year  period 
before  the  general  election  or  primary  election  in  which  the  candidate  stands  for  nomination,  has  been 
employed  or  retained  as  a political,  media,  or  fu nd raisin g adviser  or  consultant  for  the  candidate  or 
candidate  committee  or  for  any  other  enl ity  directly  or  i ndirecllv  cont rolled  hy  the  candidate  or 
candidate  committee,  or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate 
committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established,  directed,  or 
managed  hv  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a person  that  is  a 
political  committee.  The  term  "business  partner  of  a candidate"  means  a person  who  is  a director, 
officer,  partner,  trustee,  owner,  employee,  or  who  holds  anv  position  of  management  in  a business 
entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner,  trustee, 
owner,  employee,  or  holds  anv  position  of  management:  "an  affiliate  of  a business  entity"  means  any 
business  entity  that  directly,  or  indirectly  through  one  or  more  intermediaries,  controls,  or  is  controlled 
by.  or  is  under  common  control  with  the  business  entity. 

(c)  The  person  is  serving  or  has  served  in  a formal  advisors1  or  policy-making  ppsitmn_with_the 
candidate  or  has  participated  in  strategic  or  policy-making;  discussions  with  the  candidale_regarding_thg 
pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the  .ftcneral_ejecdtm_gr 
before  any  primary  election  in  which  the  caiKlklatcjUandslor  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  ttie_candidatcorjtic 
candidate  committee  fundraising  events  or  campaign  aclivhlesjicn^lting  lhc.p.erspn,  ihe.candidale^or 
the  candidate  committee. 


(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  sigi)iricanLsci\lc^s_fjrmjj)ie 
family  member  of  a Candida tc . 

(5)  “Covered  communication"  is  a communication  conveyed  to  live  hundred  or  more  mcmbeig_of_a 
general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vole”,  “oppose",  “support",  “elect”,  “defeat  , or — reject, — in 
expressly  advocating  the  election  or  dcfcaU>LU>!!^ 

b.  Is  made  on  or  al  ter  January  first  of  the  year  ol  the  election  in  which  tliejxtndUlate  seeks  office, 
and  is  susceptible  to  no  reasonable  interpretation  other  than  as  an  appeal  to  vote  for  or  against 
a candidate:  and 

Oil  is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  intc_meLoomm.tmication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(e)  A communication  over  the  internet  is  a “covered  communication  only  if  it  is  placed  for  a fee  on 
another  person's  web  site. 

(6)  "Election",  any  primary',  general  or  specialclcctionjield  innominate  or  elect  an  i 1 1 d jyjdu  a It  op  t ibbc 
office  or  to  retain  or  recall  an  elected  officeholder,  and  anv  caucus  or  other  meeting  ofajtolitical  party 
or  a political  party  committee  at  which  that  party's  candidate  or  candidates  for  publjc  office  are 
officially  selected.  A primary  election  and  the  succeeding  general  e I cc I i o ii_sh alUje  co_n^ 

elections. 

(1)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  political 
committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  .business  entity,  non- 
profit entity,  trade  or  professional  or  business  association,  other  association  ,_political_party,  or  anv 
other  club  or  organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of_a 
political  party  shall  constitute  a single  person. 


Anv  purposeful  violation  of  this  section  shall  he  punishable  by: 

( | ) E»r  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine.  of_up  to  one  .thousand  dollars  or 
both,  plus  an  amount  equal  to  three  limes  the  illegal  contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  boll),  plus  an  amount  equal  lo  three  limes  the 
illegal  contributions. 

10.  The  Missouri  Ethics  Commission  or  its  s uccesso r agency  is  authorized  lo  enforce  this  section  as 
provided  by  law. 


Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected  official's 
employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section,  “sexual  harassment” 
means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  oilier  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or  implicitly  a term 
or  condition  of  employment  or  education,  submission  to  or  rejection  of  such  conduct  by  an  individual  is 
used  as  the  basis  for  employment  or  educational  decisions  affecting  such  individuals,  or  such  conduct  has 
the  purpose  or  effect  of  unreasonably  interfering  with  an  individual's  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any  purposeful 
violation  of  this  section  shall  he  punishable  by  imprisonment  for  up  to  one  year  or  a line  of  up  to  one 
thousand  dollars  or  both. 


Section  4. 

If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid. 
the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-162) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  December  14,  2015) 


Date 


January  4,  2016 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  amendment  seeks  to  restrict 
political  contributions  and  serving  as  lobbyists.  Elected  officials  are  restricted  from  acting 
or  serving  as  paid  lobbyists  until  one  year  after  the  expiration  of  any  tenn  of  office. 
Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  Violating 
any  of  the  provisions  can  result  in  monetary  fines  or  an  unclassified  class  A 
misdemeanor.  Subsequent  violations  can  include  increased  monetary  fines  or  an 
unclassified  class  D/E  felony. 

The  department  would  not  supervise  the  misdemeanor  offense.  For  a new  class  D/E 
felony  it  is  assumed  that  3 offenders  per  year  would  be  sentenced  for  the  offense,  one  to 
prison  and  two  to  probation.  The  probation  sentences  will  be  for  a five  year  tenn  but 
because  the  sentences  will  be  eligible  for  earned  compliance  credits  the  offenders  will 
only  serve  three  years.  Those  receiving  a tenn  sentence  can  expect  to  serve  1.5  years  in 
prison  and  2 years  on  parole.  The  full  impact  will  occur  in  year  four  and  the  impact  will 
be  1.5  offenders  in  prison  and  eight  offenders  on  field  supervision. 

The  fiscal  year  2015  average  cost  of  supervision  is  $6.04  per  offender  per  day  or  an 
annual  cost  of  $2,205  per  offender.  The  department’s  cost  of  incarceration  is  $16,809  per 
day  or  an  annual  cost  of  $6, 135  per  offender. 

Therefore,  the  total  cost  of  this  bill  will  be  $8,788  in  fiscal  year  2017,  $20,632  in  fiscal 
year  2018,  and  $28,485  in  fiscal  year  2019.  The  cost  in  fiscal  years  2020-2026  will  be  the 
same  as  in  fiscal  year  2019. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 


Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  would  have  no  fiscal  impact  on 
their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  general 
assembly,  a department/division  director  of  executive  branch,  local  elected  officials  to 
accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  University  of  Missouri,  and  St. 
Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $90,000.  Local 
governmental  entities  report  no  expected  fiscal  impact. 
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DEC  I 2015 

James  C.  Kirkpatrick 
,te  Information  Center 
(573)751  4936 

Jason  Kander 

Secretary  of  State 
State  of  Missouri 

STATE  AUDlTCTiG  OFFICE 

Ei.e ( tions  Division 
(573)751  2301 

December  14.  2015 

1GHG 1 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  38  (2016-161) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  1 1, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  811'  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  i live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


STATE  OF  MISSOURI.  COUNTY  OF 
I 


CIRCULATOR'S  AFFIDAVIT 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


IGHG> 

NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by 
implication  or  may  be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following 
Sections  of  the  Missouri  Revised  Statutes:  Sections  105.450  through  105.496,  Sections  130.011  through 
130.160.  and  Sections  213.010  through  213.137.  The  proposed  amendment  by  adopting  four  new  sections 
to  be  known  as  Article  XIV  Sections  1 , 2, 3,  and  4. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new  sections  to  Ire 
known  as  Article  XIV  Sections  1 , 2, 3,  and  4 to  read  as  follows: 

Article  XIV 

Section  I . 


L After  the  effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly, 
or  such  officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  after  the 
effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly,  or  such 
officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist, 
or  solicit  clients  to  represent  as  a paid  lobbyist  until  one  year  after  the  expiration  of  any  term  of  office 
for  which  such  person  is  elected  or  the  termination  of  such  employee’s  employment,  and  where  such 
service  or  employment  was  after  the  effective  date  of  this  section.  Anv  purposeful  violation  of  this 
subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fine 
of  up  to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is 
authorized  to  enforce  this  section  as  provided  by  law. 

2.  No  statewide  elected  olTiccjior Ljnejpbcr  qRhj^genc?^;^  spouse,  dependent  children, 

staff  or  employees  of  such  officer  or  member,  or  anv  department  or  division  director  of  the  executive 
branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected  government  official  shall 
accept  anv  gift,  tangible  or  intangible  item,  service,  or  lliiim  of  value  from  any  lobbyist  or  lobbyist 
principal  in  excess  of  five  dollars  per  occurrence.  This  subsection  shall  not  he  construed  to  prevent  any 
public  official  from  accepting  contributions  to  political  committees  under  his  or  her  control,  consistent 
with  this  article  and  applicable  law,  accepting  informational  materials  such  as  hooks,  reports, 
pamphlets,  calendars,  or  periodicals  informing  the  public  official  regarding  his  or  her  official  duties, 
accepting  food  or  beverage  provided  at  a widely  attended  event  that  includes  at  least  twenty-five 
private  persons  and  relates  to  the  official's  duties,  or  accenting  items  that  arc  available  or  distributed 
free  of  charge  to  members  of  the  general  public.  Nothing  in  t his  section  shall  prevent  individuals  from 
receiving  gifts,  family  support  or  anything  of  value  from  those  related  to  them  within  the  fourth  degree 
hv  blood  or  marriage.  The  dollar  limitations  of  this  section  shall  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  LI.S.  Department  of  Labor,  or  its  successor  agency. 
Anv  purposeful  violation  of  this  section  shall  he  punishable  by  a term  of  imprisonment  of  up  to  six 
months  or  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both.  The  Missouri  Ethics 
Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as  provided  by  law.  All. gifts 
bv  a lobbyist  or  lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the 
Missouri  Ethics  Commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift, .its yaluejmd 
the  individual  recipient. 

3.  Notwithstanding  anv  provision  of  law  to  the  contrary , nothing  in  this  section  shall  prohibit  a paid 
employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist  for  such 
employer  before  the  legislative  branch  of  stale  government. 

4.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking,  passage, 
amendment,  delay  or  defeat  of  anv  official  action  on  any  hill,  appropriation,  resolution,  amendment, 
nomination,  appoi ntment.  report  or  anv  other  action  or  matter  in  cil her  house  of  the  general  assembly 
or  in  a legislative  committee  in  cither  house  of  the  general  assembly:  or  anv  natural  person  who  acts 
for  the  purpose  of  attempting  to  influence  anv  action  hv  the  executive  branch  of  government  or  by  any 
elected  or  appointed  official,  employee,  department,  division,  agency  or  hoard  or  commission  thereof; 
or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  anv  purchasing  decision  by 
the  judicial  branch  of  government  or  by  anv  elected  or  appointed  official  or  anv  employee  thereof;  or 
anv  natural  person  employed  specifically  for  the  purpose  ol  attempting  to  influence  any  action  by  a 
locally  elected  government  official;  and  such  person  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  anv  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs,  contracts  for 
or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  Missouri  Ethics  Commission  or  its 
successor  agency. 


1 


Section  2. 


(pH  6)1 

L Unlimited  campaign  contributions  to  candidates  Tor  public  office  are  banned.  In  addition  to  other 
campaign  contribution  limitations  or  restrictions  provided  for  hv  law  and  unless  local  charter  or 
ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of  contributions  made 
to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person  other  than  the  candidate  in 
any  one  election  Tor  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  stale 
treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  or  slate  representative,  one  thousand  dollars;  and 

(41  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to._any_pcrson  exploring ji 
candidacy  for  a public  office  listed  in  this  subsection. 

l-'or  purposes  of  this  section,  "base  year  amount"  shall  Ire  the  contribution  limits  prescrj |redJiLthjs_sectjc)ii 
on  January  I.  2017.  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  Missouri  Hlhics 
Com  mission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  even-numbered  year  h v 
multiplying  the  base  year  amount  hv  the  cumulative  consumer  price  index  and  roundc_d  to  the  nearest 
twcnlv-fivc-dollar  amount,  for  all  years  after  January  1 , 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  he  made  or  accepted  with  the  intent  toCoc  a 1 1 went 
t he  I i mitations  on  contributions  imposed  in  this  section. 

3.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  acceptc_d_wjdLthe. intent  to 
c i rc 1 1 invent  the  contribution  limits  imposed  in  ll i is  section ,_one  faclorthat  may  he  con s ide red  is 
whether  1 he  contribution  is  received  from  a co m mitt ee  or  organization  that_js,_at- • he  time_the 
contribution  was  made,  primarily  funded  bv  a single  person,  individual,  or  other  committee  that  has 
already  reached  its  contribution  limit  under  any  law  jcjatinjytojconlrilHUiojj.i^ 

of  this  section,  a committee  or  organization  is  “primarily  ftmdcd  hv  a singl_c_p(ng(m.^ndlvidu^aLj3^ 
other  committee"  when  the  committee  or  organization  receives  more  than  tiftyj)erccnt_of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee, 

4.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or  indirectly, _in_a 
fi  c tj  t ion  sn ; i m e , in  the  name  of  another  person . or  bv  or  through  another  person  in  such  a man  nerasto., 
or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the  contribution. 

5.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of  contrihutioiisjl 
t he  Missouri  Ethi cs  Commission,  its  successor  agency,  or  a court  determines  that  a .candj.daieJi;isjaj<e n 
no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an. expenditure  that  is  deemed  a 
contribution  pursuant  to  this  section. 

6.  No  public  official  or  candidate  for  public  office  shall  solicit  cxmtrilniti()iis,  c()iKfuct  fun(lraising 
acijviiies,  or  hold  fundraising  events.  supporling_otLopBpsing_any  candidate,  ballot  measure,  political 
party . or  polit  i cal  committee,  on  any  properly  or  j n a ny  bu  i I din » owned  or  Icasedhy  thcslatc  or  .any 
political  subdivision,  unless  the  property  or  building  is  routinely  used  by  and  madcjivailahlc  lor  .re  a (.or 
for  n fee  to  all  members  of  the  public  hv  the  stale  or  the  political  subdivision. 


7 .  For  pu  rposes  of  this  section,  the  following  terms  arctic  f i necLas  follows: 

( 1 ) "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including  an.clcclcd 
officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks  nominanon  by  the 
individual's  political  party  for  election  to  inihlicyofnce.jijiliHli.vidual  standing  for  retention  injm 
election  to  an  office  to  which  the  individual  was  previously  appointed,  an  individual, who  seeks 
nomination  or  election  whether  or  not  the  specific  clcctiyc_piihLic  office  to  be  sought  has_bccn 
finally  determined,  and  an  individual  who  is  a write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  control  led.,  by  a candidatcjo 
receive  contributions  and  make  ex  pe  n d i t u re  soil,  h e I ) a 1 l_oj_t  he.  person  s candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anyjhin£JiLyaiue 
to  anv  candidate  or  candidate  committee  for  the  purpose  of  supporting  or  opposing  thejiQnjjynaUQn 
or  election  of  anv  candidate  for  public  oil  ice  pr  ior  paying  _dchis_or_pMgations  ol  .any^ajididatcoi 
candidate  committee  previously  incurred  lor  suclyptirposes.  Anjn-kind  contribution  ol  anyth jngijl 
v a 1 ne  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  anv  candidate  or  candidate  eommjttccjncludes,  but  is  notjjmitccl  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  persons  candidacy _othcrJjl«jn 
expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  tojhe 
filing  for  public  office: 

b Payment  bv  anv  person,  other  than  a candidate  or  candidate  committee,  to  compensate  another 
person  for  services  rendered  to  that  candidate  or  candidate  committee^ 
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c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  lickcls  or  political 
merchandise: 

d.  Receipts  From  fundraising  events: 

e.  Anv  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other  obligation 
bv  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  hv  a third  party  if  the  loan  or 
debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a 
candidate  election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or  obligations 
of  a candidate  or  candidate  committee  previously  incurred,  or  which  was  received  by  a 
candidate  committee: 

f.  Funds  received  bv  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  bv  anv  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes 
which  is  made  available  regularly  to  the  public,  includiim  other  candidates  or  candidate 
committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions: 

h.  Anv  payment  or  expenditure  hv  anv  person  other  than  a candidate  or  a candidate  committee 
made  in  connection  with  anv  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by 
or  made  in  cooperation  with  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee:  or 

i . A ny  payment  or  expenditure  for  anv  communication  which  republishes,  disseminates,  or 
distributes  in  whole  or  in  part,  anv  broadcast  or  anv  written,  graphic,  or  other  form  of 
cam paiim  material  prepared  bv  the  candidate  or  cam! idale  committee  or  agents  of  the 
candidate  or  candidate  committee,  other  than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  docs  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  bv 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee,  nor  the 
n cccssarv  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the  performance  of 
voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  lender  of  a monetary  contribution  which  is  expressly  and  unconditionally  rejected 
and  is  cither  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within  ten  business  days 
after  receipt: 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  bv  anv  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measures  to 
its  directors,  officers,  members,  employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  bv  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution  for  purposes  of  this 
section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign,  plans, 
projects,  activities,  or  needs  is  material  to  the  creation,  production  or  distribution  of  the 
communication: 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate,  candidate 
committee  or  an  agent  of  the  candidate  or  candidate  committee  prior  to  the  date  the 
communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or  entity  to 
provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes  of  this 
subparagraph,  the  term  “professional  campaign  services"  does  not  include  accounting  or  legal 
services,  or  other  non-campaign  services: 

d.  Whether  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by 
a person  who  is  a coordinated  spender  with  respect  to  the  candidate. 


(d)  None  of  the  following  circumstances  are  .sufficient  in  and  of  themselves  to  support  a rinding  that  a 
payment  or  expenditure  bv  a person  for  a communication  is  authorized,  requested,  suggested,  or  fostered  by 
a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect  the 
spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not  communicate 
with  Ihc  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses  that 
material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate: 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a communication, 
but  does  not  discuss  or  negotiate  the  communication  with  the  candidate: 

c.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered  services 
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to  the  candidate  prior  to  the  current  election  cycle. 


Co 


(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a candidate,  a 
person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or  suggestion  ol , or 
with  the  encouragement  of.  the  candidate  or  candidate  committee,  or  agents  ot  the  candidate  or 
candidate  committee. 


(h)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate  committee  solicit 
funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during  the  election  cycle  involved, 
including  by  providing  the  person  with  names  of  potential  donors  or  other  lists  to  be  used  hy  the  person 
in  engaging  in  fundraising  activity,  regardless  of  whether  the  person  [lays  lair  market  value  lor  the 
names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  bv  any  person  who,  during  the  two-year  period 
before  the  general  election  or  primary  election  in  which  the  candidate  stands  for  nomination,  has  been 
employed  or  retained  as  a political,  media,  or  fundraising  adviser  or  consultant  for  the  candidatc_or 
candidate  commit! ce  or  for  anv  other  en l i tv  directly  or  indirectly  controlled  hv  the  candidate,  or 

candidate  committee,  or  has  held  a formal position  with  a title  for  the  candidate  or  candidate 

committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established,  directed,  or 
managed  bv  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a person  that  is_a 
political  committee.  The  term  "business  partner  of  a candidate"  means  a person  who  is  a director, 
officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position  of  management  in  a business 
entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner,  trustee, 
owner,  employee,  or  holds  anv  position  of  management-,  "an  afliliatc  of  a_husincss_entity — means  .any 
business  entity  that  directly,  or  indirectly  through  one  or  more  intermediaries,  controls^orjs  controlled 
by . or  is  under  common  control  with  the  business  entity. 

(el  The  person  is  serving  or  has  served  in  a formal  advisory  or  policyMiiaking-po^ 
candidate  or  has  participated  in  strategic  or  policy-making  discussjonsyyilh  the  candjdatcj^gardin^  tjie 
pursuit  of  nomination  or  election  to  office  duri ng  the  two-year  period.  bcfore_the  gencral_el ection  o r 
before  any  primary  election  in  which  the  cand  i da  te  stands  for  no  mi. nation; 

(0  t he  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the  candidate  or  the 
candidate  committee  fundraising  events  or  campaign  activities  henet tiling  the  person,  the  candidate ,.or 
the  candidate  committee. 


(gt  The  person  is  controlled,  established,  directed,  managed,  or  retains, significant  semccsjrom  .the 
family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  live  hundred  or  more  nienihers^o.l.a 
general  public  audience  that  refers  to  a clearly  identified  candidate. and: 


(a 1 


Either: 

a.  Contains  words  such  as 


vote",  “oppose",  “support",  “elect",  “defeat”,  or  “reject.”  in 


expressly  advocating  the  election  or  defeat  of  the  candidate;  or 
b.  Is  made  on  or  after  January  first  of  the  year  ol  the  election  in  which  the  candidate  yecks_ol  I iccj 
and  is  susceptible  to  no  reasonable  interpretation  other  than  as  an  appeal  to  vote  for  or  against 


a candidate:  and 


Oil  Is: 

a.  A broadcast , cable  or  satellite  audio  or  video  communication  or  an  mlernct  communicatipuLor 
h.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 


(c)  A communication  over  the  internet  is  a “covered  communicatjpn  only  il  it  is  placed  for  a rec  oil 
another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  eject. an  individual  to  public 
office  or  to  retain  or  recall  an  elected  officeholder,  and  anv  caucus  or  other  meeting  of  a p.oli t i ca l_ party. 
or  a political  party  committee  at  which  that  party's  candidatc  or  candidates  for  public  offi.ee  are 
officially  selected.  A primary  election  and  the  succeeding  general  election  shall  be  considcred  separate 
elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  political 
comm i lice,  proprietorship,  joint  venture,  insl itulion , union^  ljihpr  orga ni/.ation,  business  enti ly , . noth 
profit  entity , trade  or  professional  or  business  assQciaticMi.  other.associatipji;  political  party,  or  any. 
other  club  or  organization  however  constituted.  For  purposcs_onhisdcfinilion^ 

political  party  shall  constitute  a single  person. 
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8.  Ain  purposeful  violation  of  this  section  shall  he  punishable  by: 


(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a Fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three  limes  the 
illegal  contributions, 

10.  The  Missouri  Kthics  Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as 
provided  by  law. 

Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected  official's 
employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section,  “sexual  harassment" 
means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or  implicitly  a term 
or  condition  of  employment  or  education,  submission  to  or  rejection  of  such  conduct  by  an  individual  is 
used  as  the  basis  for  employment  or  educational  decisions  affecting  such  individuals,  or  such  conduct  has 
the  purpose  or  effect  of  unreasonably  i nterfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any  purposeful 
viola! i on  of  this  section  shall  be  punishable  bv  imprisonment  Tor  up  to  one  year  or  a fine  of  u p to  one 
thousand  dollars  or  both. 

Section  4. 


I f anv  provision  of  this  article  or  the  app | ication  thereof  to  anyone  or  to  any  circumstance  is  held  invalid , 
t he  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-161) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  December  14,  2015) 


Date 


January  4,  2016 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  amendment  seeks  to  restrict 
political  contributions  and  serving  as  lobbyists.  Elected  officials  are  restricted  from  acting 
or  serving  as  paid  lobbyists  until  one  year  after  the  expiration  of  any  tenn  of  office. 
Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  Violating 
any  of  the  provisions  can  result  in  monetary  fines  or  an  unclassified  class  A 
misdemeanor.  Subsequent  violations  can  include  increased  monetary  fines  or  an 
unclassified  class  D/E  felony. 

The  department  would  not  supervise  the  misdemeanor  offense.  For  a new  class  D/E 
felony  it  is  assumed  that  3 offenders  per  year  would  be  sentenced  for  the  offense,  one  to 
prison  and  two  to  probation.  The  probation  sentences  will  be  for  a five  year  tenn  but 
because  the  sentences  will  be  eligible  for  earned  compliance  credits  the  offenders  will 
only  serve  three  years.  Those  receiving  a tenn  sentence  can  expect  to  serve  1.5  years  in 
prison  and  2 years  on  parole.  The  full  impact  will  occur  in  year  four  and  the  impact  will 
be  1.5  offenders  in  prison  and  eight  offenders  on  field  supervision. 

The  fiscal  year  2015  average  cost  of  supervision  is  $6.04  per  offender  per  day  or  an 
annual  cost  of  $2,205  per  offender.  The  department’s  cost  of  incarceration  is  $16,809  per 
day  or  an  annual  cost  of  $6, 135  per  offender. 

Therefore,  the  total  cost  of  this  bill  will  be  $8,788  in  fiscal  year  2017,  $20,632  in  fiscal 
year  2018,  and  $28,485  in  fiscal  year  2019.  The  cost  in  fiscal  years  2020-2026  will  be  the 
same  as  in  fiscal  year  2019. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 


Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  would  have  no  fiscal  impact  on 
their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  general 
assembly,  a department/division  director  of  executive  branch,  local  elected  officials  to 
accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  University  of  Missouri,  and  St. 
Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $90,000.  Local 
governmental  entities  report  no  expected  fiscal  impact. 
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DEC  1 4 2015 

STATE  AUDITORS  OFFICE 

J AMi-.s  C.  Kirkpatric  k 
State  Iniormation  Ci  nti  r 
(573)751  -1936 

Jason  Kandhr 

Secretary  oh  St  ate 
State  oh  Missouri 

IT  i ctions  Division 
(573)751  2301 

December  14.  2015 

i 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  37  (2016-160) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  1 1. 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332.  RSMo.  Section  I 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OP  MISSOURI,  COUNTY  OF 

1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  St  Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\Cd~\U) 

NOTICE:  You  arc  advised  lliat  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by 
implication  or  may  be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following 
Sections  of  the  Missouri  Revised  Statutes:  Sections  105.450  through  105.4%,  Sections  130.011  through 
130.160,  and  Sections  213.010  through  213.137.  The  proposed  amendment  by  adopting  Tour  new  sections 
to  be  known  as  Article  XIV  Sections  1 . 2, 3,  and  4. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new  sections  to  be 
known  as  Article  XIV  Sections  1 . 2, 3.  and  4 to  read  as  follows: 

Article  XIV 

Section  I . 


L After  the  effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly, 
or  such  officer’s  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  after  the 
effective  date  of  this  section,  no  statewide  elected  officer,  member  of  the  general  assembly,  or  such 
officer's  or  member’s  paid  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist. 
or  solicit  clients  to  represent  as  a paid  lobbyist  until  one  year  after  the  expiration  of  any  term  of  office 
for  which  such  person  is  elected  or  the  termination  of  such  employee’s  employment,  and  where  such 
service  or  employment  was  after  the  effective  dale  of  this  section.  Anv  purposeful  violation  of  this 
subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fine 
of  up  to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is 
authorized  to  enforce  this  section  as  provided  hv  law. 

2_.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent  children, 
staff  or  employees  of  such  officer  or  member,  or  anv  department  or  division  director  of  the  executive 
branch,  or  anv  judicial  branch  nurchasinn  officer  or  anv  locally  elected  government  official  shall 
accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  from  anv  lobbyist  or  lobbyist 
principal  in  excess  of  five  dollars  per  occurrence.  This  subsection  shall  not  be  construed  to  prevent  any 
public  official  from  accenting  contributions  to  political  committees  under  his  or  her  control,  consistent 
with  this  article  and  applicable  law,  acceptin';  informational  materials  such  as  books,  reports, 
pamphlets,  calendars,  or  periodicals  iidorming  the  public  official  regarding  his  or  her  official  duties, 
accepting  food  or  beverage  provided  at  a widely  attended  event  that  includes  at  least  twenty-live 
private  persons  and  relates  to  the  official’s  duties,  or  accepting  items  that  arc  available  or  distributed 
free  of  charge  to  members  of  the  general  public.  Nothing  in  this  section  shall  prevent  individuals  from 
receiving  gifts,  family  support  or  anything  of  value  from  those  related  to  them  within  the  fourth  degree 
by  blood  or  marriage. 'The  dollar  limitations  of  this  section  shall  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  ol  the  previous  calendar  year  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  ILS.  Department  of  Labor,  or  its  successor  agency. 
Anv  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  six 
months  or  the  imposition  of  a line  of  up  to  five  hundred  dollars  or  both.  The  Missouri  Ethics 
Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as  provided  by  law.  All  gilts 
by  a lobbyist  or  lobbyist  principal  to  it  public  official  their  employees  or  staff  shall  he  reported  to  the 
Missouri  Ethics  Commission,  or  its  successor  agency  Jn^nnmner  that  identifies  the  gift,  its  value  and 
the  individual  recipient. 

3.  Notwithstanding  anv  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a paid 
employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist  for  such 
employer  before  the  legislative  branch  of  slate  government. 

4.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist",  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking,  passage, 
amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation,  resolution,  amendment, 
nomination,  appointment,  report  or  anv  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly:  or  any  natural  person  who  acts 
for  the  purpose  of  attempting  to  in I] ucnce  anv  action  by  the  executive  branch  of  government  or  hv  anv 
elected  or  appointed  official,  employee,  department,  division,  agency  or  board  or  commission  thereof: 
or  anv  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  anv  purchasing  decision  by 
the  judicial  branch  of  government  or  hv  anv  elected  or  appointed  official  or  anv  employee  thereof;  or 
anv  natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any  action  by  a 
locally  elected  government  official:  and  such  person  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  anv  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs,  contracts  for 
or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  Missouri  Ethics  Commission  or  its 
successor  agency. 
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Section  2. 
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L Unlimited  campaign  contributions  to  candidiites  for  public  office  are  banned.  In  addition  to  other 
campaign  contribution  limitations  or  restrictions  provided  lor  hy  law  and  unless  local  charter  or 
ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of  contributions  made 
to  or  accented  hy  any  candidate  or  candidate  committee  from  anv  person  other  than  the  candidate  in 
any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  stale 
treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars: 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individua  I to  any  other  office,  inch  id  ing  i udieial  office,  one  t housand  dolla  rs. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 


For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limitsnrescribed  in  this  section 

on 

Januarv  1.  2017.  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  Missouri  Ethics 

Commission,  or  its  successor  agency,  on  the  first  dav  of  January  in  each  even-numbered  year  by 

multiplying  the  base  vear  amount  by  the  cumulative  consumer  price  index  and  rounded  to_  the  nearest 

twentv-five-dollar  amount,  for  all  years  after  January  1 . 20 1 5. 

? 

No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to  circumvent 

the  limitations  on  contributions  imposed  in  this  section. 
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No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  _a  corporation. 

except  from  a political  committee  that  is  incorporated  for  liability  purposes  only. 

4. 

In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the  intent  to 

circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may  be  considered  is 

whether  the  contribution  is  received  from  a committee  or  organization  that  is,  at  the  time  the 

contribution  was  made,  primarily  funded  by  a single  person,  individual,  or  other  committee  that  has 

already  reached  its  contribution  limit  under  anv  law  relating  to  contribution  limitations.  For  purposes 

of  this  section,  a committee  or  organization  is  “primarily  funded  by  a single  jterson individual,  or 

other  committee”  when  the  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 

funding  from  that  single  person,  individual,  or  other  committee. 

5. 

No  contribution  to  a candidate  for  public  olficc  shall  be  made  or  accepted,  directly  or  indirectly,  in  a 

fictitious  name,  in  the  name  of  another  person,  or  bv  or  through  another  person  in  such  a manner  as  to, 

or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the  contribution. 

6.  In  no  circumstance  shall  a candidate  he  tound  to  have  violated  limits  on  acceptance  of  contrihutionsif 
the  Missouri  Ethics  Commission,  its  successor  agency,  or  a court  determines  that  a candidatejiasjaken 
no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an  expenditure  that  is  deemed  a 
contribution  pursuant  to  this  section. 

7.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct  fund  raising 
activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate,  ballot  mcasurc^poMljcal 
parly,  or  political  committee,  on  anypropefiy  jnyin_  any  building  owned  or  Icascd  hy  the  slalc  or  any 
political  subdivision,  unless  the  property  or  building  is  routinely  used  by  and  made  available  lor  rent  or 
for  a fee  to  all  members  of  the  public  by  the  stale  or  the  political  subdivision. 

For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including. an  elected 
officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks  nomination  byjhc 
individual's  political  party  for  election  to  public  office,  an  individnahjlandin^lbr  retention  iiijui 
election  to  an  office  to  which  the  individual  was  previously  appointed,  an  individual  who  seeks 
nomination  or  election  whether  or  not  the  specific  elective  public  office  to  be  sought  has  been 
finally  determined,  and  an  individual  who  is  a write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a candidate. to 
receive  contributions  and  make  expenditures  on  behalf  of  the  person's  candidacy , 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  (l(niali_mf  (d;  nioncyjyLan\lhnigjyf^diie 
to  anv  candidate  or  candidate  committee  for  the  purpose  of  supporlinfi_pjLpmx)MnjUl^^^ 

or  election  of  anv  candidate  for  public  office  or  for  paving  debts  or  obligations  of_any  candidate  or 
candidate  committee  previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  cqnivalcnt  lo  ihc  fair  niarkcLyaliie^ 

(a)  "Contribution"  to  anv  candidate  or  candidate  committee  includes,  hut  is  npl  Jlmjtedjo: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person  s candidacy  other. than 
expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  anv  fee  necessary  to  the 
filing  for  public  office: 
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b.  Payment  hv  any  person,  oilier  than  a candidate  or  candidate  committee,  to  compensate  another 
person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise: 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other  obligation 
hv  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third  party  if  the  loan  or 
debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a 
candidate  election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or  obligations 
of  a candidate  or  candidate  committee  previously  incurred,  or  which  was  received  hv  a 
candidate  committee: 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes 
which  is  made  available  regularly  to  the  public,  including  other  candidates  or  candidate 
committees,  on  an  ecpial  basis  for  similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate  committee 
made  in  connection  with  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  hv 
or  made  in  cooperation  with  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee:  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  oilier  form  of 
campaign  material  prepared  by  t he  candidate  or  candidate  committee  or  agents  of  the 
candidate  or  candidate  committee,  other  than  a photograph  obtained  from  a public  source. 


(h)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a^  Ordinary  home  hospi talilv  or  non-skillcd  services  provided  without  compensation  hv 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee,  nor  the 
necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the  performance  of 
voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally  rejected 
and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within  ten  business  days 
after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds: 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
de feat  of  a ca ndidale  or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measu res  to 
its  directors,  officers,  members,  employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  bv  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution  for  purposes  of  l his 
section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign,  plans, 
projects,  activities,  or  needs  is  material  to  the  creation,  production  or  distribution  of  l lie 
communication: 

b . T he  person  _disc asses  or  negotiates  the  communication  with  the  candidate . candidate 
committee  or  an  agent  of  the  candidate  or  candidate  committee  prior  to  the  dale  the 
communication  is  publicly  dissemi nated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or  entity  to 
prov i i le  professional  campaign  services  during  the  same  election  cycle.  For  purposes  of  this 
subparagraph , the  term  “professional  campaign  services"  does  not  include  accounting  or  legal 
services,  or  other  non-campaign  services: 

d.  Whether  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by 
a person  who  is  a coordinated  spender  with  respect  to  the  candidate. 


(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding  that  a 
payment  or  expenditure  bv  a person  for  a commit nieation  is  authori zed,  requested,  suggested,  or  fostered  by 
a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect  the 
spender  or  discusses  campaign-related  issues  with  the  candidate,  but  docs  not  communicate 
with  the  candidate  regarding  the  communication: 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses  that 
material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate: 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a communication. 
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but  does  not  discuss  or  negotiate  [lie  communication  with  the  candidate: 
e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered  services 
lo  the  candidate  prior  lo  t lie  current  election  cycle. 


(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a candidate,  a 
person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or  suggestion  of.  or 
with  the  encouragement  of.  the  ca  nd  it  late  or  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee. 


(h)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate  committee  solicit 
funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during  the  election  cycle  involved. 
including  by  providing  the  person  with  names  of  potential  donors  or  other  lists  to  he  used  by  the  person 
in  engaging  in  fundraising  activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the 
names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year  period 
before  the  general  election  or  primary  election  in  which  the  candidate  stands  for  nomination,  has  been 
employed  or  retained  as  a political,  media,  or  fundraising  adviser  or  consultant  for  the  candidate  or 
candidate  committee  or  for  any  other  entity  directly  or  indirectly  controlled  by  the  candidate  or 
candidate  committee,  or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate 
committee. 


(d)  ' I'lie  person  is  a current  or  former  business  partner  of  a ca ndidate  or  is  established,  directed,  or 
managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  ol  a person  that  is  a 
political  committee.  The  term  "business  partner  of  a candidate"  means  a person  who  is  a director, 
officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position  of  management  in  a business 
entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner,  trustee, 
owner,  employee,  or  holds  any  posi lion  of  management:  "an  affiliate  ol  a business  entity"  means  any 
business  entity  that  directly,  or  indirectly  through  one  or  more  intermediaries,  controls,  or  is  controlled 
by . or  is  under  common  control  with  the  business  entity. 

(c)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with  the 
candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate  regarding  the 
pursuit  of  nomination  or  election  to  office  during  the  two-vear  period  before  the  general  election  or 
before  anv  primary  election  in  which  the  candidate  stands  for  nomination. 

ff)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the  candidate  or  the 
candidate  committee  fundraising  events  or  camna i gn  activities  henelilli ng  the  person,  the  candidate,, _o r 
the  candidate  committee. 

(»)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services  from  the 
family  member  of  a candidate. 

(5)  “Covered  communication"  is  a communication  conveyed  lo  five  hundred  or  more  members  of  a 
general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Hither: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support",  “elect”,  “defeat* , or — ‘reject, — [n 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 
h.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  ihe  candidalc  seeks  office, 
and  is  susceptible  to  no  reasonable  interpretation  other  than  as  an  appeal  to  vote  for  or  against 
a candidate:  and 

(ill  is: 

a,  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet  communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a bijlhoard. 

(cj  A communication  over  the  internet  is  a “covered  communication"  onlv_iQt  isjil;ice(Lfor  a fec^oii 
another  person’s  web  site. 

(6)  "Election",  anv  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual  to  public 
office  or  Ip  retain  or  recall  an  elected  ol  I i cell  older,  and  any  caucus  or  other  meeting  ol  a political  party 
or  a political  party  committee  at  which  that  party's  candidate  or  candidates  for  public  .offi.cg_.arg 
officially  selected.  A primary  election  and  the  succeeding  general  election  shall  be  considered  separate 
elections. 

(71  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  political 
committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  business  entity,  non.; 
profit  entity,  trade  or  professional  or  business  association,  other  association,  political  party,  or_atvy 
other  club  or  organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a 
political  party  shall  constitute  a single  person. 
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9,  Anv  purposeful  violation  of  this  section  shall  he  punishable  by: 


(|)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  ur>  to  one  thousand  dollars  or 
both,  plus  an  amount  equal  to  three  limes  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  Five  thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the 
illegal  contributions. 


1 0,_  The  Missouri  Hlhics  Commission  or  its  successor  agency  is  authorized  to  enforce  this  section  as 
provided  by  law. 

Section  3. 


No  statewide  elected  officer,  or  anv  member  of  the  general  assembly,  or  anv  of  such  elected  ollicial's 
employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section,  “sexual  harassment^' 
means  anv  unwelcome  sexual  advances,  requests  lor  sexual  favors,  and  anv  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or  implicitly  a term 
or  condition  of  employment  or  education,  submission  to  or  rejection  of  such  conduct  by  an  individual Js 
used  as  the  basis  for  employment  or  educational  decisions  affecting  such  individuals,  or  such  conduct  has 
the  purpose  or  effect  of  unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  a n intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one 
thousand  dollars  or  both. 


Section  4. 


If  anv  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid, 
l he  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-160) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  December  14,  2015) 


Date 


January  4,  2016 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  amendment  seeks  to  restrict 
political  contributions  and  serving  as  lobbyists.  Elected  officials  are  restricted  from  acting 
or  serving  as  paid  lobbyists  until  one  year  after  the  expiration  of  any  tenn  of  office. 
Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  Violating 
any  of  the  provisions  can  result  in  monetary  fines  or  an  unclassified  class  A 
misdemeanor.  Subsequent  violations  can  include  increased  monetary  fines  or  an 
unclassified  class  D/E  felony. 

The  department  would  not  supervise  the  misdemeanor  offense.  For  a new  class  D/E 
felony  it  is  assumed  that  3 offenders  per  year  would  be  sentenced  for  the  offense,  one  to 
prison  and  two  to  probation.  The  probation  sentences  will  be  for  a five  year  tenn  but 
because  the  sentences  will  be  eligible  for  earned  compliance  credits  the  offenders  will 
only  serve  three  years.  Those  receiving  a tenn  sentence  can  expect  to  serve  1.5  years  in 
prison  and  2 years  on  parole.  The  full  impact  will  occur  in  year  four  and  the  impact  will 
be  1.5  offenders  in  prison  and  eight  offenders  on  field  supervision. 

The  fiscal  year  2015  average  cost  of  supervision  is  $6.04  per  offender  per  day  or  an 
annual  cost  of  $2,205  per  offender.  The  department’s  cost  of  incarceration  is  $16,809  per 
day  or  an  annual  cost  of  $6, 135  per  offender. 

Therefore,  the  total  cost  of  this  bill  will  be  $8,788  in  fiscal  year  2017,  $20,632  in  fiscal 
year  2018,  and  $28,485  in  fiscal  year  2019.  The  cost  in  fiscal  years  2020-2026  will  be  the 
same  as  in  fiscal  year  2019. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 


Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  would  have  no  fiscal  impact  on 
their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  general 
assembly,  a department/division  director  of  executive  branch,  local  elected  officials  to 
accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Sections  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  University  of  Missouri,  and  St. 
Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $90,000.  Local 
governmental  entities  report  no  expected  fiscal  impact. 
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State  Information  Center 
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Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  7,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  128(2016-159) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  December  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State:  Information  Center 
600  VV.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  titan  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition:  I am  a registered  voter  of  the  state  or  Missouri  and 

County  (or  city  of  St.  Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

written  after  my  name. 

(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
I 


j being  first  duly  sworn,  say  (print  of  ^p^namesrof  signers) 
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12. 

1.1. 

1 1. 

15. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correcdy,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  10  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of , A.  D. 


Signature  of  Notary 
Address  of  Notary:. 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 


Section  128.020  of  the  Revised  Missouri  Statutes  is  hereby  repealed , and  sections  128.346  and 
128.348  are  amended,  to  read  as  follows: 

[128.020.  When  any  new  apportionment  shall  be  made  of  the  members  to  be  elected  to  the 
house  of  representatives  of  the  United  States,  whereby  the  number  of  electors  to  which  this 
state  may  be  entitled  shall  be  increased  or  diminished,  it  shall  be  the  duty  of  the  governor  to  lay 
off  the  state  into  as  many  districts  as  shall  be  equal  to  the  number  of  electors  to  which  this  state 
shall  then  be  entitled,  so  that  the  said  districts  contain,  as  near  as  may  be,  an  equal  number  of 
inhabitants.] 

128.346.  The  districts  established  by  the  provisions  of  sections  128.400  to  128.440  for  the 
election  of  representatives  to  the  Congress  of  the  United  States  shall  be  effective  beginning  with 
election  to  the  108th  Congress  and  through  the  election  of  the  1 12th  Congress.  The  districts 
established  by  sections  128.451  to  128.458  for  the  election  of  representatives  to  the  Congress 
of  the  United  States  shall  be  effective  beginning  with  the  election  to  the  1 13th  Congress. 
Effective  beginning  with  the  election  of  representatives  to  the  116th  Congress,  representatives 
to  the  Congress  of  the  United  States  shall  be  elected  at  large,  in  the  manner  prescribed  by 
section  128.348, 

128.348.  1 . The  state  of  Missouri  is  hereby  divided  into  nine  congressional  districts.  Effective 
with  the  election  for  the  1 13th  Congress,  the  state  of  Missouri  shall  consist  of  eight 
congressional  districts.  The  legal  voters  of  each  district  shall  elect  one  member  of  Congress  of 
the  United  States.  Effective  beginning  with  the  election  for  the  1 16th  Congress,  representatives 
to  the  Congress  of  the  United  States  shall  be  elected  at  large. 

2.  A political  party  may  nominate  a total  number  of  candidates  equal  to  the  number  of  electors 
(representatives)  to  which  the  state  of  Missouri  is  entitled. 

3.  Political  parties  are  free  to  determine  their  candidates  through  a primary  election,  caucuses,  a 
statewide  party  nominating  convention,  or  a combination  of  caucuses  and  a statewide  party 
nominating  convention. 

4.  A primary  election  will  be  the  default  method  for  parties  to  select  candidates.  Should  a political 
party  determine  that  they  will  select  candidates  by  caucuses,  statewide  party  convention,  or  a 
combination  of  caucuses  and  a statewide  party  convention,  a legally  designated  representative  of 
the  party  will  notify  the  secretary  of  state,  in  writing,  of  the  method  to  be  used,  no  later  than  the 
first  day  of  April  of  an  election  year. 

5.  If  a political  party  elects  to  use  a primary  election  as  the  means  of  determining  its  candidates 
for  the  general  election,  all  Qualified  candidates  who  file  for  said  party’s  nominations  will  appear 
on  the  primary  ballot  for  that  party.  Registered  voters  will  be  allowed  to  vote  in  one,  and  only  one, 
party’s  primary  election,  and  for  one,  and  only  one,  candidate  from  that  party. 

6.  Should  a party  elect  to  nominate  candidates  for  the  general  election  by  means  of  caucuses 
and/or  a statewide  party  convention,  a list  of  that  party’s  candidates  shall  be  filed  with  the 
secretary  of  state’s  office  no  less  than  90  days  before  the  general  election  date  in  election  years. 

7.  To  qualify  for  a place  on  the  ballot,  an  i ndependent  candidate  must  present  petitions  signed  by 
one-quarter  of  one  percent  of  the  legal  votes  cast  for  the  sum  of  all  candidates  for  the  United 
States  House  of  Representatives  from  Missouri  in  the  general  election  last  preceding.  Said 
petitions  must  be  delivered  to  the  secretary  of  state  no  later  than  one-hundred  and  twenty  davs 
before  the  general  election. 

S- -The  signatures  on  petitions  submitted  by  independent  candidates  and  political  parties  shall  be 
subject  to  verification  according  to  the  procedures  in  the  code  of  state  regulations  for  independent 
candidate  petitions  in  force  at  the  time  the  petitions  are  submitted. 

9.  In  each  general  election,  each  voter  will  cast  a single  vote  for  a candidate  for  Congress 
appearing  on  the  ballot,  or  a single  write-in  vote  for  a candidate  not  appearing  on  the  ballot, 
having  properly  registered  with  the  secretary  of  state  as  a write-in  candidate. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-159) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapter  128 
of  the  Revised  Statutes  of  Missouri.  (Received  December  7,  2015) 


Date 


December  28,  2015 

Description 

This  proposal  would  amend  Chapter  128  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  impact  on  their  department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  this  initiative  petition  would  not 
have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  fiscal  impact  to 
their  office. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  this  proposal  will  require  changes 
be  made  regarding  elections  in  the  State  of  Missouri.  These  changes  will  likely  include: 
the  re-programing  of  voting  machines,  changes  to  the  Missouri  Centralized  Voter 
Registration  system,  and  postage  costs  for  absentee  ballots.  Each  of  these  changes  is 
likely  to  include  additional  costs  which  must  be  covered  by  both  the  State  of  Missouri 
and  local  election  authorities.  Under  this  proposal,  the  State  and  local  election  authorities 
are  also  likely  to  incur  additional  costs  associated  with  petition  signature  verification. 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year’s 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  (fiscal  year)  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 
reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  there  is  no  anticipated  financial  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

State  and  local  governments  are  likely  to  incur  unknown  additional  election  related  costs. 


cue  o k 2015 


STATE  AUDITORS  OFFICE 


Jason  Kander. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  75 1-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  36  (2016-158) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  I 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpat  rick  St  ate  Informat  ion  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  o I 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  Ills  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  Ci 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  m£ttama 
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STATE  OF  MISSOURI,  COUNTY  OF . 


|, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

L 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

day  of 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

. A.D.  201 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

\G,-m 

NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change, 
repeal,  or  modify  by  implication  or  may  be  construed  by  some  persons  to  change,  repeal 
or  modify  by  implication,  the  following  Articles  and  Sections  of  the  Constitution  of 
Missouri:  Article  111,  Article  1 , Section  2,  Article  I,  Section  8,  Article  I,  Section  10, 

Article  I , Section  19,  Article  I,  Section  21  and  the  following  Sections  of  the  Missouri 
Revised  Statutes:  Sections  105.450  through  105.496,  Sections  130.01 1 through  130.160, 
and  Sections  213.010  through  213.137.  The  proposed  amendment  revises  Article  III  of 
the  Constitution  by  repealing  Section  5,  amending  Sections  2,7,  12  and  19  and  adopting 
5 new  sections  to  be  known  as  Article  111  Sections  16(a),  20(c),  20(d)  and  20(f). 


Be  it  resolved  by  the  people  of  the  stale  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,1 , 12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(0  to  read  as  follows: 

Section  2 . J . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senatorial 
apportionment  commission. 


2.  The  non-partisan  state  demographer  shall  be  appointed  by  the  Governor  through  a 
merit  based  process.  The  non-partisan  state  demographer  shall  serve  a term  of  five  years 
and  may  be  reappointed.  The  non-partisan  state  demographer  shall  be  disqualified  from 
hold] ng  office  as  a member  of  the  general  assembly  for  four  years  fol lowing  the  d ate  of 
the  presentation  of  his  or  her  most  recent  legislative  redistricting  map  to  the  house 
apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner: | as  provided  in  this 
section. 

4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shal I be  establi shed  i n a manner  w hich  maximizes  partisan  fai rness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  com  pet  i t iveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
gettiug  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  h ighest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  bv 
normalizing  district-level  results  bv  the  amount  by  which  the  statewide  electoral 


1 


performance  index  varies  from  Fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distri hilled  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  i n t he  electorate  favoring  ei t her  party. 
To  test  this,  the  non-pa  rtisan  state  dernog  ra  pher  sh  a 1 1 again  use  the  n ormal  ized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  si mnlation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1 . 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  divi di ng  local  political  subdivi sions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  coun ty_. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2.  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  com pactness  and  these  standa rds.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  bv  natural  or  political  boundaries. 

5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  |and|  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 


For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
f rom  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  relers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 


2 


16H5S 

section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or.  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall.,  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected  1 within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  I and  I.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commi  ssion  may  ma  ke  cha  n »es  to  the  tent  at  i ve  plan  of  apport  i on  men  t and  map  of 
the  proposed  districts  received  from  the  non-partisan  slate  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receivi ng  the  tentative  plan  of  apportionmen t 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundari c s of  1 1 ic  dj stricts  togc thcr  with  a map  of 
the  districts. 

|The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided. | 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 
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No  reapportionment  shall  be  subject  to  the  referendum. 

ISection  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.| 

Section  7 . I . The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a rnl i ng  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

(II  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  pract ica ble  to  the  ideal  population  Jo r such  districts,, 
determi  ned  by  dividing  t he  nu  mberofd  i stricts  to  be  esta  blished  in  to  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearl  y eq  u a I as  pract  i cable  i n population.  Any  county  w i th  a popul  ation  i n excess  oft  lie 
quotie  nt  obtained  by  divi  ding  the  popu  I at  ion  of  t he  state  by  the  number  thirty-four_is 
hereby  declared  to  be  a multi-district  county, 

(21  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  jl particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote^ 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by_each_of  tlig_two 
parties  casting  the  highest  vote  for  governor  at  the  last  threc  precgding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three^precedingJJnitcd,  States__Seiiatc 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normal izi ng  district-level  results  by  the  amount  by  w Inch  the  . state w i de  ^lectora I 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan^Jhe_lpgislative  seats  should  be  djstri buted  evenly 
between  parties. 

The  non-partisan  state  demographer  shal  1 promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district^ 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in.  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  pa rty_^_The  number  of  additional 
seats  yielded  by  the  simulation  for  any  partyfor  anyamounMt  perfoims  oyer  fit ty 
percent  should  be  matched  by  the  numberjjf  seats  gained  _by  the  other  .party  when  it 
performs  the  same  amount  over  fifty  percent. 

(31  Districts  shall  be  composed  of  convenient  contiguous^rnMX^A!M^vlllC-h 
meet  only  at  the  points  of  adjoining  corners  are  not  conti»uouis^ 
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(4)  To  the  extent  consistent  with  subdivisions  1, 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  politieal_subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
n ot  ap  p I y to  a legislative  district  bou  n d ary  drawn  a I ong  a county  line  wh  ich  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  sha 1 1 be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1.  2,  3.  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  land  | or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionmenl  has  been 
in va I idated  by  a cou rt  of  com petent  jurisdiction,  withi n six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 


The  commissioners  so  selected  shall  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected  | within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  a nd  map  of  the  proposed  districts  req u ired  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  |and|.  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven- ten ths  of  t lie  commissioners.  1 f n o changes  are  made  or  approved  as  provided 
for  i nj h is  su bsection . the  tentative  plan  of  a pportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

|The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
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city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided. 1 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  I his  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 


2.  After  the  effective  date  of  this  section,  no  senator  or  representative  or  their  employees 
shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist,  or  solicit  prospgctjye 

employers  or  clients  to  represent  as  a paid lobbyist.  In addition,  no — senator  or 

representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a pajd 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist  until 
the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session  of  the  general 
assembly  in  which  the  member  or  employee  last  served  and  where  such  service  was  after 
the  effective  date  of  this  section.  Any  purposeful  violation  of  this  subsection  shall  Jjc 
punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  iniposition  of  aJTjie  ol  up 
to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency 
is  authorized  to  enforce  this  section  as  provided  by  law . 

3.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  actsjor 
the  purpose  of  attempting  to  i nfl uence  the  taki ng,  passage,  amendment,  delay _or  del cat  ol 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  thc  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
pe rs o n w ho  acts  for  the  purpose  of  attem pti ng  to  influence  any  action  by  the  execut iv e 
branch  of  government  or  by  any  elected  or  appointed  otficial^^mthgyeej^dgpaitnientj 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  foi  the 
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purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  a ny  employee  thereof;  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence, any 
action  bv  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material  such 
as  books,  reports,  pamphlets,  calendars,  or  periodicals  i nforming  the  public  official 
regarding  his  or  her  official  duties,  accept  items  that  are  available  or  distributed  free  of 
ch  arge  to  members  of  the  genera  I public,  or  acce  pt  food  or  beverage  provi  ded  at  a widely 
attended  event  that  includes  at  least  twenty-five  private  persons  and  relates  to  the 
official's  duties.  All  gifts  by  a lobbyist  or  lobbyist  principal  to  a senator  or  representative 
or  their  employees  or  staff  shall  be  reported  to  the  Missouri  Ethics  Commission,  or  its 
successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the  individual 
recipient.  Candidates  for  senator  or  representative,  includin g candidates  for  reelection,  or 
candidates  for  offices  within  the  senate  or  house  may  accept  campaign  contributions 
consistent  with  this  article  and  applicable  campaign  finance  law.  Nothing  in  this  section 
shall  prevent  i nd  ivid  u a Is  from  receiving  gifts,  family  support  or  anythin  g of  value  fro  in 
those  related  to  them  within  the  fourth  degree  by  blood  or  marriage.  The  dollar 
1] mitations  of  this  section  shall  be  increased  or  decreased  each  year  bv  the  percentage  of 
increase  or  decrease  f rom  the  end  of  the  previous  calendar  year  of  the  Consumer  Pri ce 
Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Any  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of 
imprisonment  of  up  to  six  months  or  the  imposition  of  a fine  of  up  to  five  hundred  dollars 
or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce 
t his  section  as_  provided  bv  law. 

2,  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bi  1 I , 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a I egislative  comm i ttee 
in  either  house  of  the  general  assembly,  and  is  registered  as  a lobbyist  with  the 
Missouri  Ethics  Commission  or  its  successor  agency. 

“Lobbyist  pri ncipal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains. 
designates,  employs,  contracts  for  or  compensates  a Lobbyist  and  is  listed  as  a 
principal  with  the  Missouri  Ethics  Commission  or  its  successor  agency. 

Section  19.  _L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony, 
offenses  under  this  article,  or  breach  of  the  peace,  be  privileged  from  arrest  during  the 
session  of  the  general  assembly,  and  for  the  fifteen  days  next  before  the  commencement 
and  after  the  termination  of  each  session;  and  they  shall  not  be  questioned  for  any  speech 
or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  a p plicable  state 
laws  governing  public  access  to  public  records,  including  the  “Sunshine  Law.” 
Legislative  records  include,  but  are  not  I iinited  to,  all  records,  in  whatever  form  or 
format,  of  the  official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative 
committees,  of  the  official  acts  of  members  of  the  general  assembly,  of  individual 
legislators,  their  employees  and  staff,  of  t he  conduct  of  legislative  business  an d all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities, 
equipment  or  mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is 
the  custodian  of  legislative  records  under  the  custody  and  control  of  the  member,  their 
cm ployees  and  staff.  The  ch ief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the 
custodians  for  all  other  legislative  records  relating  to  the  house  and  the  senate , 
respectively. 
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3.  Legislati ve  proceed i ngs,  inc I uding  com m i ttee  proceedings,  shall  be  pn blic  meetings 
subject  to  generally  appli cable  law  govern i ng  public  access  to  public  meetings,  i ncluding 
the  “S  u nshine  Law”  Open  pu  blic  meetings  of  legislative  proceedings  shal  1 be  su  bject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexna  1 harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  cond uct  i s made  eit her  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  ind iv id ual  is  used  as  the  basis  for  employment  or  educationa I 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  i nterfering  with  an  indivi dua I’s  work  or  educational _ performance  or 
creating  an  intimidating , hostile,  or  offensive  working  or  educational  environment.  Any 
purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up 
to  one  year  or  the  imposition  of  a fine  of  u p to  one  thousand  dollars  or  both. 

Section  20(d). 

_F  Un  I i mi  ted  campai  gn  contributions  to  ca  ndi  dates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars:  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 

The  contribut ion  limits  and  ot her  restri ctions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescri bed  i n this  section  on  January  1.2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  Missouri  Ethics  Commission . or  its  successor  agency.,  on  the  first  day_of 
January  in  each  even-numbered  year  by  multiplying  the  base  year  amount  by.  the 
cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount, 
for  all  yea  is  after  2015. 

2.  No  contribution  to  a I egislative  cand i date  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  I i m nations  on  contribut  ions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation,  except  from  a 
political  committee  that  is  incorporated  for  liability_purposes  only^ 

4.  In  determining  if  a contribution  to  a candidate  for  legislative,  office  is  made  or 
accepted  with  the  intent  to  circumvent  the  contribution  I i mits  imposed  in  this  section, 
one  factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is.  at  the  time  the  contribution  was  made,  primarily 
funded  by  a single  person , individual . or  other  commi ttee  that  has  already  reached  its 
con t ri bution  limit  u nder  any  law  rel ati ng  to  contribution  limitations.  For  purposes  of 
this  subsection,  a committee  or  organization  is  “primarily  funded  by  a_sjngle. person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 

5.  No  contribution  to  a candidate  for  legislative  oft  ice  shall  be  made  or_accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  fit  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  ol 
contri  butions  if  the  Missouri  Ethics  Commission,  its,  successor  agency.,  or  a .court 
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determines  that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or 
grf|iiiff«;r:g.nre_trHdi^jpakingj>f  an  expenditure  that  is  deemed  a contribution  pursuant 
to  this  section. 


L For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Ca ndidate",  an  individ ual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
■supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anyth i ng _of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  tiling  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 


d . Receipts  from  fund  raising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
o bligation  by  a third  party  if  the  I oan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part , for  use  in  a can d i date 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee: 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  con ditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  i if  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
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candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee:  or 


L Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  a ny  written , 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  noil-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  di recti v or  i nd i recti y asked  or  given: 

b_.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
u nconditionally  rejected  and  is  either  ret u rned  to  the  donor  or  transmitted  to 
the  state  treasurer  wi thin  ten  business  days  after  receipt: 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  bv  any  membership  organization,  proprietorship, 
labor  organization , corporation,  association  or  jather  entity  j)l_  Information 
ad vocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining whether  a payment  or  expenditure  by  a person  for  a 

communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate  s 
campaign,  plans,  projects,  activities,  or  needs  is  material  tojhe  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
ca n didate  comm ittee  or  an  agent  of  the  ca n didate  or  candidate  com mittee  prior 
to  the  date  the  comm u n ication  is  publicly  d i ssemi nated  or  distri bu ted ; 

c.  The  person  and  the  candidate  or  candi date  committee  retain  the  same 
i ndi v i d u al  or  entity  to  provide  professional  canipaign  services,during  the_sjiiiic 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  oi^othcr 
non-campaign  services: 

d.  Whether  a payment  for  a covered  communication  for  a candidate  for 
I egi si ative  office  is  made  by  a person  wh o is  a coordinated  spender  wit  1 1 
respect  to  the  candidate . 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
f i nding  that  a payment  or  expenditure  bv  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  bv  a candidate  or  committee,  or  made  in  coopera_tion 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  PQj_icyJs_sues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidates 
prior  knowledge,  uses  that  material  in  the  communication ; 
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c.  The  person  made  con tr i butions  to  the  candidate; 

cl.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e , The  person  employs  or  contracts  with  a political  consultant  or  po lister  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  t he  candi  date  comm  ittee.  or  agents  of  the  cand  i d ate  or  can  d id  ate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potentia I donors  or  other  lists  to  be  used  by  1 he  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  pe riod  before  the  general  election  or  p r| marv  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by.  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  genera | election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefit t i ng  the  person , the  ca ndj date,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  re ta i n s significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 


(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 


b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  to  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 
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Cb)  Is: 


a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 


communication;  or 


b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  an ot her  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee. 

political  comm i ttee, proprietorshi p,  joint ve n t u re,  institution,  unio n . labor 

organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  associat i on.  political  party,  o r any  other  clu b or  orga n i zation 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

8.  Any  purposeful  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equa  1 toth ree  times  th e illegal  con t ributions. 


8.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce  this 
section  as  provided  by  law. 


Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opBo^ng_any_caiKlidate:, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine 
of  up  to  one  thousand  dollars  or  both,  plus  an  amou n t equal  to  three  times  the  i LI legal 
contributions.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to 
e i l force  th  is  section  as  prov  i d ed  by  I aw. 

Section  20('f).  If  anv  provision  of  sections  2,  7,  12,  16(a),  19, 20(c),  20(d) or20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-158) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  December  4,  2015) 


Date 


December  23,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to 
appointed  by  the  Governor  and  shall  serve  a term  of  five  years.  This  demographer  will  be 
unable  to  hold  elected  office  for  four  years  following  the  filing  of  the  new  legislative 
districts.  The  redistricting  process  shall  maximize  partisan  fairness  and  competitiveness. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  There  is  a built  in  CPI  adjustment  for  this 
amount.  Political  fundraising  activities  and  events  may  not  be  held  in  any  location  owned 
by,  or  under  the  control  of,  the  House,  Senate  or  General  Assembly. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
CPI  adjustments  made  in  even-numbered  years.  Donations  from  corporations,  except 
from  a political  committee  that  is  incorporated,  are  prohibited.  There  are  penalty 
provisions  included  for  each  of  the  prohibitions,  along  with  a severability  clause.  The 
Missouri  Ethics  Commission  is  authorized  to  enforce  this  section. 

This  proposal  could  have  an  impact  on  their  office.  There  is  currently  a State 
Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 


post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  Metropolitan  Community  College  indicated  there  is  no  anticipated 
fiscal  impact  for  their  college. 


Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  there  is  no  anticipated  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  and  their  staff  from  acting,  serving,  or 
registering  as  a lobbyist  during  term  of  office  and  for  a specified  period  of  time  after 
leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs. 
Local  governmental  entities  report  no  fiscal  impact. 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  35  (2016-157) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  Ins  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis],  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 fra^e  personally 
signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and Cptutty  (or  City  (37$ t.  Louis);  my 
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registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  hofne. 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


l_  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\G>-it n 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2, 7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(0  to  read  as  follows: 

Section  2.  I . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demogra pher  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senatorial 
apportionme  n t commission. 

2.  The  non-partisan  state  demographer  shall  be  appointed  by  the  Governor  through  a 
merit  based  process.  The  non-partisan  state  demographer  shall  serve  a term  of  Five  years 
and  may  be  reappointed.  The  non-partisan  state  demographer  shall  be  disqualified  from 
holding  office  as  a member  of  the  general  assembly  for  four  years  following  the  date  of 
the  presentation  of  his  or  her  most  recent  legislative  redistricting  map  to  the  house 
apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  | in  the  following  manner: | as  provided  in  this 
section. 

4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  popu  I at  i on  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  slate  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  voles  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  Slates  Senate 
elections,  and  for  President  of  the  Uni  ted  States  at  the  last  three  preceding  Preside  n t i a I 
elections.  Usi ng  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  pa rties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additiona I 
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seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shal I be  composed  of  con venient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1 . 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  bou ndary  d ravvn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  cou n ty. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1.  2.  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  bv  natural  or  political  boundaries. 

5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  (and | or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  ol 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  loi 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  ol 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  ofjhis  state  is  reported  to  thePresideinforeach 
decennial  census  of  the  United  State_s_or,  indie  eventjhat  a reapportionment  has_been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  aftennotification  by 
the  governor  that  such  a ruling  has  been  made,  the  ncMIjartisaii  state  deinographer  shall 
file  with  the  secretary  oLstate  and  with  the  liouse  apportionment  commission  ;!  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selectedl  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  I and  I . The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  fded  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  recei ved  from  the  non-part i sail  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 

|The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  Filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided. | 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

| Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be. | 
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Section  7 . 1.  The  senate  shal I consist  of  thirty-four  mem bers  elected  by  the  quali fled 
voters  of  the  senatorial  districts  for  a term  of  fou r years.  Senatorial  districts  sha I 1 be 
apportioned  as  provided  for  in  this  section . 


2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or.  in  the  event  that  a reapportionment  lias  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2.  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  d istricts, 
determined  by  di  v id  ing  the  number  of  d i stri  cts  to  be  established  into  the  popu  I at  i on  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Anv  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four _is 
herebyjledared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  . and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that_e_ach  reccjyesjhe 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other. party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for_partisan 
fairness  an d com petitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculatethe  average  statewide 
electoral  pe  rform  a nee  by  determi  n ing  the  number  of  votes  cast  for  the  two  top  yptCi 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three_preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  theja^lhree_pi^^ 
elections.  Using  the  resultant  statewide  electoral  performance .JndgjLJhejion^ 
state  demographer  shall  test  the  plan,  simulating  an  evenly,  split  statewide  election, by 

normal i zi ng distri ct-level  results  by  t he  amount  by  w h ich the — statewide — e I ectora I 

perform  a ncgjji  d e x varies  from  fifty  percent^Ijj  ahypothetical  eycnlydividcd  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be.  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensurmgjhe  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  fay^ng j;ilher  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate__eJections_  in_which  the, 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  fi ve  percent  in  favor  of  each  party. — I he  number  of. add itiona I 
seats  yielded  by  the  simulation  for  anv  party  for  any  amount_h_performs  over  fifty 
percent  should  be  matched  by  the  number  pleats  gained  by  the  othety party _whc_n  it 
performs  the  same  amount  over  fifty  percent 

(3)  Districts  shall  be  composed  of  convenient  contiguousiJejTltoiy^reas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous^ 

(4)  To  the  extent  consistent  with  subdivisions  1.2,  and  3_of  this  subsection,  district 
boundaries  shall  coincide,  with  the  boundaries  of  political  subdivisions  of  the  statc.Thc 
number  of  counties  and  cities  divided  among  more  than  .one  district  shall  be  as  small  .as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,. the_more 
populous  subdivisions  shall  be  divided  beforejhe,  less  populous,  but  this  prelcrcnce  shall 
not  apply  to  a legislative  district  boundary  drawn  alpng_  n_county  jine  jwhich  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  he  that  districts  are  compact  in  form,  but  the  standards 
established  bv  subdivisions  I,  2.  3.  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  land | or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
inval i dated  by  a court  of  competent  jurisdiction,  wi t bin  six  months  after  notification  by 
the  governor  that  such  a ru ling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected  | within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  land  I,  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable . The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

|The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided. | 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 


No  reapportionment  shall  be  subject  to  the  referendum. 


Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  arc  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 


2.  After  the  effective  date  of  this  section,  no  senator  or  representative  or  thence mplpyees 
shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist,  or  solicit_prospect[ye 

employers  or  clients  to  represent  as  a paid  lobbyist.  In addition,  no — senator  or 

representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  regist.er_as^_a_pajd 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  iLPJlidJobbyist  untjl 
the  expiration  of  one  calendar  year  after  the  conclusioiL_of_  the  session  _ol  _the_general 
assembly  in  which  the  member  or  employee  last  served  and  where  such  scrviccMvasat  ter 
the  effective  date  of  this  section.  Any  purposeful  violation  of  this  subsection  shall  be 
punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fjne_of  up 
to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency 
is  authorized  to  enforce  this  section  as  provided  by  law. 


3.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage^imgndment,  delay  or  del  eat  of 
anv  official  action  on  any  bill,  appropriation,  rcsol ution  .amendment, _ nommajion , 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  generaf  asseinbly 
or  in  a legislative  com mittee  i n either  house  of  the  general  assembly;  or  any  natu ra  1 
person  who  acts  for  t he  pu rpose  of  attempting  to  influence  any  action  by  the  execiit i ye 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof  or  any  natural  gerson_who  acts  for  the 
purpose  of  attempting  to  influence  anv  purchasing  decision  by_the  judicial  blanch,  of. 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof,  oi  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 


No  senator  or  representatiyeor  their_employees  or  staff  _sha  II.  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangi hie  item,  service^  eny thing  ol  val ue 


Section  16(a). 


from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occujTencc,_Senators 
or  representatives  and  their  employees  and  staff  may  accept  intoriyiatioiral  matci ial  such 
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ns  honks,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official 
regarding  his  or  her  official  duties,  accept  items  that  are  available  or  distributed  free  of 
charge  to  members  of  the  general  public,  or  accept  food  or  beverage  provided  at  a widely 
attended  event  that  includes  at  least  twentv-five  private  persons  and  relates  to  the 
official’s  duties.  All  gifts  bv  a lobbyist  or  lobbyist  principal  to  a senator  or  representative 
or  their  employees  or  staff  shall  be  reported  to  the  Missouri  Ethics  Commission,  or  its 
successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the  individual 
recipient.  Candidates  for  senator  or  representative,  including  candidates  for  reelection,  or 
candidates  for  offices  within  the  senate  or  house  may  accept  campaign  contributions 
consistent  with  this  article  and  applicable  campaign  finance  law.  Noth i ng  in  this  section 
shall  prevent  indivi duals  from  receiving  gifts,  fami I y support  or  anything  of  value  from 
those  related  to  them  within  the  fourth  degree  by  blood  or  marriage.  The  dollar 
limitations  of  this  section  shall  be  increased  or  decreased  each  year  bv  the  percentage  of 
increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer  Price 
Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Any  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of 
imprisonmen t of  u p to  six  months  or  the  im position  of  a fine  of  up  to  five  hundred  dollars 
or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce 
this  section  as  provided  bv  law. 

2.  For  purposes  of  this  section,  the  follow i ng  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
tak i ng , passage , a me ndment,  delay  or  defeat  of  any  official  action  on  any  bil I. 
appropriation,  resolution,  ame  ndment,  nom  in  at  ion,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly . and  is  registered  as  a lobbyist  with  the 
M issouri  Eth ics  Commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
princi pal  with  the  Missouri  Ethics  Commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony, 
offenses  under  this  article,  or  breach  of  the  peace,  be  privileged  from  arrest  during  the 
session  of  the  general  assembly,  and  for  the  fifteen  days  next  before  the  commencement 
and  after  the  termination  of  each  session;  and  they  shall  not  be  questioned  for  any  speech 
or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “Sunshine  Law” 
Legislative  records  inclu de,  but  are  not  I imited  to,  all  records,  in  whatever  form  or 
format,  of  the  official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative 
comm  i ttees,  of  th  e official  acts  of  members  of  the  general  asse  mblv,  of  individ  u a I 
legislators,  thei r employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities, 
equipment  or  mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is 
the  custod ian _of  legislative  records  unde r t he  cu stody  and  control  of  the  member,  the i r 
employees  and  staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the 
custodians  for  all  other  legislative  records  relating  to  the  house  and  _ the  senate, 
respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “Sunshine  Law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  c itizens,  so  long  as  th  e p roc  eed  i ngs  are  not  materia  1 1 y disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexua I natu re  where  submission  to  such  conduct  is  made  either  explicitly  or 
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i mplicitly  a term  or  condition  of  employinent  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  i ndividuals.  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any 
purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up 
to  one  year  or  the  imposition  of  a fine  of  up  to  one  thousand  dollars  or  both. 

Section  20(d). 

1 . Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  lor  legislative 
office  shall  not  exceed  the  followin g^ 

(h  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2}  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  t his  subsection,  "base  year  a mount"  shall  be  the _ contribution  limits 
prescribed  in  this  section  on  January  1 , 2017.  Contribution  limits  set  forth  hcrein  shajj_be 
adjusted  by  the  Missouri  Ethics  Commission,  or  its  successor  agen^_onJhe.firslday_of 
January  in  each  even-numbered  year  by  multiplying  the  base  year  ji  mount  .by  the 
cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,, 
for  all  years  after  2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section., 

3.  No  legislative  candidate  shall  accept  ajx}ntributipn  from  a corporation  except  trom  a 
political  committee  that  is  incorporated  for  liabil i ty  purposes  only. 

4.  In  determ i n i ng  if  a contribution  to  a candidate  for  legislative  officejs_  made  _or 
accepted  with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section., 
one  factor  that  mav  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is.  at  the  time  the  contribution  vyas  made,  primarily 
funded  by  a single  person,  individual,  or  other  committee  that  has  already  reached  its 
contribution  limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of 
this  subsection,  a committee  or  organi zation  is  “primarily  fujLded^xAsjngle  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  trom  that  single  person,  individual,  or  otjter 
committee. 

5.  No  contribution  to  a candidate  for  legislative  office, shall _be  niade  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a mainicipas  Upjnpwith  the  intent  to,  pojicetd__the 
identity  of  the  actual  source  of  the  contribution. 

6.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  Missouri  Ethics  Commission,  its  successor  agency,  or  a court 
determines  that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or 
acquiescence  to  the  making  of  an  expenditure  that  is  deemed  a con  tri  b utiorLP u rsu  ant 
to  this  section. 

1L  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows; 

(I j "Candidate",  an  individual  who  seeks  nominabon__qjLelert^^ 

senate  or  as  a n officer  of  the  house  or  senate,  an  individual  w ho_sg_e  ks  nomination 
bv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 


(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  can  did lacy. 


(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  ca ndidate  or  candidate  com mittee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate’s  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Pay  me  nt  by  any  pe  rson,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candi date  committee; 


c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 


d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  inc urred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at_  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  req nested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee:  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  i n part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candi  date  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 
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(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  i.ncl  i v i d u als  vol  un  tee  ring  t heir  t i me  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  com pensation  is  d i rectly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  com m i t tee  funds; 

d.  The  internal  d i ssemination  by  any  membersh i p organization,  proprietorship , 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a cand i date  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment or  expenditure  by a person  for  _a 

communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate  j> 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exdusiyg 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  wi_th  the  caiulidate, 
candidate  committee  or  an  agent  of  the  candidate  or  candidate  committeg_tMior 
to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 

election  eye  I e . For  purposes  of  th  is  sub  paragra  ph,  the  term professio  naj 

campa ign  service s”  does  not  include  accoun tin g or  legal  set  v ices,  or  othe i 
non-campaign  services; 

d.  Whether  a payment  for  a covered  communication  for  a candidate  _t or 
legislative  office  is  made  bv  a person  who  is  a coordinated  spender  with 
respect  to  the  candidate. 


(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  tliejjisel ves  to  siippoiT_a 
finding  that  a payment  or  expenditure  bv  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  bv  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues. that 
affect  the  spender  or  discusses  campa i gn-related  issues  with  the  candidate,  bu t 
does  not  commu n icate  with  the  candidate  regardi ng  the  communication , 

b.  The  person  sol icits  or  obtains  a photograph,  biography,  positipn_paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

The  person  unilaterally  communicates  to  the  candidate  the  intent  to  iriake_a 
communication,  but  does  not  discuss  or  negotiate  Ihe^mmunjcation  with  the 
candidate; 

e.  The  person_.cmploys_or_  contracts  with  a political_coiisii]tant_or  pollster  who 
rendered  services  to  the  candidate  prior  to  thejciureniLelection  cycle, 

(4)  "Coordinated  spender"  with  respect  to  a candidate  or  candidate_committee  ol  a 
candidate,  a person  for  which  any  of  the  following  applies: 
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(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of.  or  with  the  encou ragement  of.  the  candidate  or  candidate  com m ittee,  or 
age nts  of  the  candidate  or  cand idate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
comm  ittee  solicit  funds  or  engage  i 1 1 other  fundraising  act  i v i ty  on  the  person's  be  ha  If 
during  the  election  cycle  involved,  including  bv  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  bv  the  person  in  engaging  in  fu nd raising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided . 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  elect  ion  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a pol i tical,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirect!  y control  led  by  the  candidate  or  ca  ndi  date  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a cu rrent  or  former  business  partner  of  a candi d ate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  a nv  busi ness  entity  that  directly,  or  indirectl y t hrough  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
yvith  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  sa me  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  a communication  conveyed  to  five  hundred  or  more 
m em  bers  of  a general  public  aud  ience  th at  refers  to  a clearly  identified  ca  n d id  ate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate:  or 

b , Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  to  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 


ib}  Is: 

a,  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  web  site. 
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(6)  "Election",  any  primary , general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a po I i tical  party  comm ittee  at  which 
t h a t_ party's  candidate  or  candidates  for  p ublic  office  are  officially  selected.  A primary 
el ec t i on  and  the  succeed ing  general  elect i on  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship'  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
associ ation . other  association,  pol itical  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

8,  Any  purposeful  violation  of  this  section  shall  be  punishable  by: 

( 1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

8.  The  M issouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce  this 
section  as  provided  by  law. 


Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  bv  the  house  of  representatives,  senate  or  general  assembly.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine 
of  up  to  one  thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to 
enforce  th is  section  as  pro v i tied  by  law. 

Section  20(f).  If  any  provision  of  sections  2, 7,  12, 16(a),  19, 20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid, lire  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstance s 
shall  not  be  affected  there  by. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-157) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  December  4,  2015) 


Date 


December  23,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to 
appointed  by  the  Governor  and  shall  serve  a term  of  five  years.  This  demographer  will  be 
unable  to  hold  elected  office  for  four  years  following  the  filing  of  the  new  legislative 
districts.  The  redistricting  process  shall  maximize  partisan  fairness  and  competitiveness. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  There  is  a built  in  CPI  adjustment  for  this 
amount.  Political  fundraising  activities  and  events  may  not  be  held  in  any  location  owned 
by,  or  under  the  control  of,  the  House,  Senate  or  General  Assembly. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
CPI  adjustments  made  in  even-numbered  years.  Donations  from  corporations,  except 
from  a political  committee  that  is  incorporated,  are  prohibited.  There  are  penalty 
provisions  included  for  each  of  the  prohibitions,  along  with  a severability  clause.  The 
Missouri  Ethics  Commission  is  authorized  to  enforce  this  section. 

This  proposal  could  have  an  impact  on  their  office.  There  is  currently  a State 
Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 


post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  Metropolitan  Community  College  indicated  there  is  no  anticipated 
fiscal  impact  for  their  college. 


Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  there  is  no  anticipated  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  and  their  staff  from  acting,  serving,  or 
registering  as  a lobbyist  during  term  of  office  and  for  a specified  period  of  time  after 
leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs. 
Local  governmental  entities  report  no  fiscal  impact. 


Jason  Kander 


JAMES  C.  KIRKPATRICK 
STATE  INFORMATION  CENTER 
(573)751  4936 


Secretary  oe  State 
State  oe  Missouri 


Elections  Division 
(5731751  2301 


December  4,  201 5 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  1 1 1.  version  34  (20 1 6- 1 56) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


J AMiis  C.  Kirkpatrick State  Information  Center 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  City  of  St  Louis),  respectfully 
order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  Blh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and Counfy  (or  City  ofgp;  Louis);  my 


registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  , 


[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF . 
I 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

0. 

10. 

Signed  UUS  page  Ol  me  luiugunig  pcuuuii,  ciuu  ucu.il  U.  cu...  — 

or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires _ 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change, 
repeal,  or  modify  by  implication  or  may  be  construed  by  some  persons  to  change,  repeal 
or  modify  by  implication,  the  following  Articles  and  Sections  of  the  Constitution  of 
Missouri:  Article  III,  Article  I , Section  2,  Article  I,  Section  8,  Article  I,  Section  10, 
Article  1 , Section  19,  Article  1,  Section  21  and  the  following  Sections  of  the  Missouri 
Revised  Statutes:  Sections  105.450  through  105.496,  Sections  130.0 1 1 through  130.160, 
and  Sections  213.010  through  213.137.  The  proposed  amendment  revises  Article  III  of 
the  Constitution  by  repealing  Section  5,  amending  Sections  2,7, 12  and  19  and  adopting 
5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d)  and  20(f). 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2, 7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1.  There  is  hereby  established  the  post  of  “non-partisan  state  demographer.  " 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senatorial 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  appointed  by  the  Governor  through  a 
merit  based  process.  The  non-partisan  state  demographer  shall  serve  a term  of  five  years 
and  may  be  reappointed.  The  non-partisan  state  demographer  shall  be  disqualified  from 
holding  office  as  a member  of  the  general  assembly  for  four  years  following  the  date  of 
the  presentation  of  his  or  her  most  recent  legislative  redistricting  map  to  the  house 
apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  | in  the  following  manner: | as  provided  in  this 
section. 

4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 

Q)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
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performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1, 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  shall  be  that  districts  arc  compact  in  form,  but  the  standards 
established  bv  subdivisions  I.  2,  3.  and  4 of  (his  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries, 

5^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and|  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  ol 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 


If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  ol 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  oflice  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  ol  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  oi 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  rclers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
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section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  monthsafter  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demogiaphei  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentati  vc 
plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall,  |on  the  fifteenth  d.ay,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected  | within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  I and  I . The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-parti san  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  slate  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


|The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 
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No  reapportionment  shall  be  subject  to  the  referendum. 


[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be. [ 

Section  7.  1 . The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts, 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  bv  dividing  the  population  of  the  state  by  the  number  thirtyTour_]s 
hereby  declared  to  be  a multi  -district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  ol  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  c alculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  Jwo  top  vote- 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidentlal 
elections.  Using  the  resultant  statewide  electoral  performance index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  Irom  lilty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should_bg__dfstri buted  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  ol  each  party.  Ihe  numbei  ol  additional 
seats  yielded  by  the  simulation  for  any  party  tor  any  amount  it  performs  ovei  lilty 
percent  should  be  matched  by  the  number  ol  scats  gained  by  the  otliei  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  oflconyenjent  contiguous  jerritory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 
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(4)  To  the  extent  consistent  with  subdivisions  1.2.  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  thg_state/The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  bv  subdivisions  1.  2.  3.  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  |and|  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected!  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  I and  I,  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non  partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

|The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
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city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.! 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  12.  1 . No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  I his  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  After  the  effective  date  of  this  section,  no  senator  or  representative  or  their  employees 
shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist,  or  .solicit  prospective 
employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  no  senator  oi 
representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  re  present  as  a paid  lobbyist  u n t i I 
the  expiration  of  one  calendar  year  after  the  conclusion  ol  the  session  ol  the  general 
assembly  in  which  the  member  or  employee  last  served  and  where  such  service_was^after 
the  effective  date  of  this  section.  Any  purposeful  violation  of  this  subsection  shall  be 
punishable  by  a term  of  imprisonment  of  up  to  one  year  or  the  impositioiLof  a fine  ot  up 
to  one  thousand  dollars  or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency 
is  authorized  to  enforce  this  section  as  provided  by  law. 

3.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts_fqr 
the  purpose  of  attempting  to  influence  the  taking,  passage  ^amendment,  dejay_OLdefeafof 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment, _nomjnatjon , 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  infl uence jiny_action  by  the^executive 
branch  of  government _o r by  a ny  elected  or  appo inte d ofticia L,  employee,  dc partment, 
division,  agency  or  board  or  commission  thereol;  or  any  natural  person  who  acts  loi  the 
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purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  ol 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material  such 
as  books,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official 
regarding  his  or  her  official  duties,  accept  items  that  are  available  or  distributed  free  of 
charge  to  members  of  the  general  public,  or  accept  food  or  beverage  provided  at  a widely 
attended  event  that  includes  at  least  twenty-five  private  persons  and  relates  to  the 
official’s  duties.  All  gifts  by  a lobbyist  or  lobbyist  principal  to  a senator  or  representative 
or  their  employees  or  staff  shall  be  reported  to  the  Missouri  Ethics  Commission,  or  its 
successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the  individual 
recipient.  Candidates  for  senator  or  representative,  including  candidates  for  reelection,  or 
candidates  for  offices  within  the  senate  or  house  may  accept  campaign  contributions 
consistent  with  this  article  and  applicable  campaign  finance  law.  Nothing  in  this  section 
shall  prevent  individuals  from  receiving  gifts,  family  support  or  anything  of  value  from 
those  related  to  them  within  the  fourth  degree  by  blood  or  marriage.  The  dollar 
limitations  of  this  section  shall  be  increased  or  decreased  each  year  by  the  percentage  of 
increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer  Price 
Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Any  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of 
imprisonment  of  up  to  six  months  or  the  imposition  of  a fine  of  up  to  five  hundred  dollars 
or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce 
this  section  as  provided  by  law. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bi II , 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly,  and  is  registered  as  a lobbyist  with  the 
Missouri  Ethics  Commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  Missouri  Ethics  Commission  or  its  successor  agency. 

Section  19.  J_.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony, 
offenses  under  this  article,  or  breach  of  the  peace,  be  privileged  from  arrest  during  the 
session  of  the  general  assembly,  and  for  the  fifteen  days  next  before  the  commencement 
and  after  the  termination  of  each  session;  and  they  shall  not  be  questioned  for  any  speech 
or  debate  in  either  house  in  any  other  place. 

2,  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “Sunshine  Law.” 
Legislative  records  include,  but  are  not  limited  to.  all  records,  in  whatever  form  or 
format,  of  the  official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative 
committees,  of  the  official  acts  of  members  of  the  general  assembly,  of  individual 
legislators,  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities, 
equipment  or  mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is 
the  custodian  of  legislative  records  under  the  custody  and  control  of  the  member,  their 
employees  and  staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the 
custodians  for  all  other  legislative  records  relating  to  the  house  and  the  senate. 
respectively. 
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3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “Sunshine  Law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  recpiests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any 
purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up 
to  one  year  or  the  imposition  of  a fine  of  up  to  one  thousand  dollars  or  both. 

Section  20(d). 

1 . Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  lor  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1. 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  bv  the  Missouri  Ethics  Commission,  or  its  successor  agency^on  the first_day_gf 
January  in  each  even-numbered  year  bv  multiplying  the  base  year  amount  _by_the 
cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount, 
for  all  years  after  2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intentto 
circumvent  the  limitations  on  contributions  imposed  in  this  section, 

3.  In  determining  if  a contribution  to  a candidate  for  legislative  office  is  made  or 
accepted  with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section, 
one  factor  that  mav  be  considered  is  whether  the  contribution  is  receiyediromJi 
committee  or  organization  that  is.  at  the  time  the  contribution  was  jii^de_5  pdiPiUlly 
funded  by  a single  person,  individual,  or  other  committee  that  has  already  reachedjts 
contribution  limit  under  any  law  relating  to  contribution  limitations.  Fotypurposes  of 
this  subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  oiLorgamzatjon  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 

committee. 

4.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  na me  of  another  pe rso n , or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

5.  In  no  circumstance  shall  a candidate  be  found  to  have  violatedJimits^nj>cceptance_of 
contributions  if  the  Missouri  Ethics  Commission,  its  succe ssor  ag ency,  or  a c o urt 
determines  that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or 
acquiescence  to  the  making  of  an  expenditure  that  is  deemed  a contribution  pursuant 
to  this  section. 
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6.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(|)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual’s  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  ^Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair market 
value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candid  ate  committee: 


c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee: 

£ Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly Jo  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  pu rposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee:  or 
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L Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a,  Ordinary home  hospitality  or  noil-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b,  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c,  Interest  earned  on  deposit  of  candidate  committee  funds; 

d,  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ba  Hot  measure  or  measures  to  its  directors,  officers,  mem  be  rs , 
employees  or  security  holders, 

(c)  In  determining  whether  a payment or  expenditure by  a person  for  a 

communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate  s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate  committee  or  an  agent  of  the  candidate  or  candidate  committee  prior 
to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services; 

d.  Whether  a payment  for  a covered  communication  for  a candidate  for 
legislative  office  is  made  bv  a person  who  is  a coordinated  spender  with 
respect  to  the  candidate. 


(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  otypolmy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
doesjiot  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
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candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee, 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefiting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication''  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a,  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  to  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate:  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 
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b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

7.  Any  purposeful  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  ol  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

8.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce  this 
section  as  provided  by  law. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leasedjor 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine 
of  up  to  one  thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions.  The  Missouri  Ethics  Commission  or  its  successor  agency  isjiuthorized  to 
enforce  this  section  as  provided  by  law, 

Section  20(f).  If  any  provision  of  sections  2, 7, 12, 16(a),  19, 20(c),  20(d)_oii20(e)  orjhg 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  ol  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-156) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  December  4,  2015) 


Date 


December  23,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to 
appointed  by  the  Governor  and  shall  serve  a term  of  five  years.  This  demographer  will  be 
unable  to  hold  elected  office  for  four  years  following  the  filing  of  the  new  legislative 
districts.  The  redistricting  process  shall  maximize  partisan  fairness  and  competitiveness. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  There  is  a built  in  CPI  adjustment  for  this 
amount.  Political  fundraising  activities  and  events  may  not  be  held  in  any  location  owned 
by,  or  under  the  control  of,  the  House,  Senate  or  General  Assembly. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
CPI  adjustments  made  in  even-numbered  years.  There  are  penalty  provisions  included  for 
each  of  the  prohibitions,  along  with  a severability  clause.  The  Missouri  Ethics 
Commission  is  authorized  to  enforce  this  section. 

This  proposal  could  have  an  impact  on  their  office.  There  is  currently  a State 
Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 


$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Metropolitan  Community  College  indicated  there  is  no  anticipated 
fiscal  impact  for  their  college. 


Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  there  is  no  anticipated  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  and  their  staff  from  acting,  serving,  or 
registering  as  a lobbyist  during  term  of  office  and  for  a specified  period  of  time  after 
leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 


• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs. 
Local  governmental  entities  report  no  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  33  (2016-155) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  December  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  slate 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  I lolTman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

r«o 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St?  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  .,. 
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STATE  OF  MISSOURI,  COUNTY  OF . 


I, , being  First  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  Ins 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missoni  i 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\Cd~Y~55 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2, 7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(0  to  read  as  follows: 


Section  2. J . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senatorial 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  appointed  by  the  Governor  through  a 
merit  based  process.  The  non-partisan  state  demographer  shall  serve  a term  of  five  years 
and  may  be  reappointed.  The  non-partisan  state  demographer  shall  be  disqualified  from 
holding  office  as  a member  of  the  general  assembly  for  four  years  following  the  date  of 
the  presentation  of  his  or  her  most  recent  legislative  redistricting  map  to  the  house 
apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  | in  the  following  manner:  | as  provided  in  this 
section. 

4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or.  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  scats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

fhe  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
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seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1, 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  I,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

5,  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  land ) or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  alter  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  tor 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  Irom 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  ot 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  ol  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  ol  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  distiicts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  poison 
shall  be  permitted  to  vote. 


6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  tor  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  bv  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,,  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected!  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary | and  I . The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 


The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  ol 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  leasLseyen- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  biter  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 

|The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.! 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

|Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be. | 
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Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  ejected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods; 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts, 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  ol  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  ol  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  ol  votes  cast  for  the  two  top  vote- 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United_States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
el ections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
stale  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent,  jnjt  hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district 
level  results  within  the  proposed  plan  to  simulate  separate  elections_in  which_the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  bv  the  number  of  seats  gained  by  the  other  party_when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  p jstricts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1 , 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  ol  the  state.ffhe 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preteience  sjudl 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a c ity  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  bv  subdivisions  1.  2,  3.  and  4 of  this  subsection  take  precedence  oyer 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  bv  natural  or  political  boundaries. 

^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  land  1 or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  often  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4,  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportiomnent  has  been 
invalidated  bv  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
fi le  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  |on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected  | within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  landl.  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

|The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.) 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  After  the  effective  date  of  this  section,  no  senator  or  representative  or  their  employees 
shall  act  or  serve  as  a paid  lobbyist,  register  as  a paid  lobbyist,  or  sol icit  prospective 
employers  or  clients  to  represent  as  a paid  lobbyist.  In  addition,  no  senator  oi 
representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  registei  as  a paid 
lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist  until 
the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session  of  the  general 
assembly  in  which  the  member  or  employee  last  served  and  where  such  service  was. after 
the  effective  date  of  this  section.  Any  purposeful  violation  of  thjsjsubsection  shall  be 
punishable  bv  a term  of  imprisonment  of  up  to  one  year  or  the  imposition  of  a fine  of  up 
to  one  thousand  dollars  nr  both.  The  Missouri  Ethics  Commission  or  its  successonagency 
is  authorized  to  enforce  this  section  as  provided  by  law. 

3.  For  purposes  of  this  section,  the  term  ‘MobbyisTmeans  any  natural  pprspnwlip.qCfe.fQr 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendirtent,. delay  or.dgfeat  of 
any  official  action  on  tiny  bill,  appropriation,  resolution,  amendment,  nomination, 
apppj ntment.  report  or  anv  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official , employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  peison  who  acts  lot  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the_judicinl  branch  ol 
government  or  by  anv  elected  or  appointed  official  or  any  em p loyee  thereof,  or  _any 
natural  person  employed  specifically  foi^the^  purpose  oflatte[npting__to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  einpjoyees  or  stalfshall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  i3em,^e[yiceJ_oiLthiiig_ot  value 
from  any  lobbyist or  lobbyist  principal  in  excess  of  five  dollars  pet^pcc  u rre  nc  e.S  cn  a to  i s 
or  representatives  and  their  employees  and  staff  mav  accept  informational  material. such 


6 


as  books,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official 
regarding  his  or  her  official  duties,  accept  items  that  are  available  or  distributed  free  of 
charge  to  members  of  the  general  public,  or  accept  food  or  beverage  provided  at  a widely 
attended  event  that  includes  at  least  twenty-five  private  persons  and  relates  to  the 
official’s  duties.  All  gifts  by  a lobbyist  or  lobbyist  principal  to  a senator  or  representative 
or  their  employees  or  staff  shall  be  reported  to  the  Missouri  Ethics  Commission,  or  its 
successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the  individual 
recipient.  Candidates  for  senator  or  representative,  including  candidates  for  reelection,  or 
candidates  for  offices  within  the  senate  or  house  may  accept  campaign  contributions 
consistent  with  this  article  and  applicable  campaign  finance  law.  Nothing  in  this  section 
shall  prevent  individuals  from  receiving  gifts,  family  support  or  anything  of  value  from 
those  related  to  them  within  the  fourth  degree  by  blood  or  marriage.  The  dollar 
limitations  of  this  section  shall  be  increased  or  decreased  each  year  by  the  percentage  of 
increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the  Consumer  Price 
Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Any  purposeful  violation  of  this  section  shall  be  punishable  by  a term  of 
imprisonment  of  up  to  six  months  or  the  imposition  of  a fine  of  up  to  five  hundred  dollars 
or  both.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce 
this  section  as  provided  by  law. 


2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly,  and  is  registered  as  a lobbyist  with  the 
Missouri  Ethics  Commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  Missouri  Ethics  Commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony, 

offenses  under  this  article,  or  breach  of  the  peace,  be  privileged  from  arrest  during  the 
session  of  the  general  assembly,  and  for  the  Fifteen  days  next  before  the  commencement 
and  after  the  termination  of  each  session;  and  they  shall  not  be  cpiestioned  for  any  speech 
or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “Sunshine  Law,” 
Legislative  records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or 
format,  of  the  official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative 
committees,  of  the  official  acts  of  members  of  the  general  assembly,  of  individual 
legislators,  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities, 
equipment  or  mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is 
the  custodian  of  legislative  records  under  the  custody  and  control  of  the  member,  their 
employees  and  staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the 
custodians  for  all  other  legislative  records  relating  to  the  house  and  the  senate, 
respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “Sunshine  Law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
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implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  Any 
purposeful  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up 
to  one  year  or  the  imposition  of  a fine  of  up  to  one  thousand  dollars  or  both. 

Section  20(d). 

j_.  Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1,2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  Missouri  Ethics  Commission,  or  its  successor  agency,  on  the  first  day  of 
January  in  each  even-numbered  year  by  multiplying  the  base  year  amount  by  the 
cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-fi ve-dollar  amount, 
for  all  years  after  2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  In  determining  if  a contribution  to  a candidate  for  legislative  office  is  made  or 
accepted  with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section, 
one  factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is.  at  the  time  the  cont ribution  was  made  primarily 
funded  by  a single  person,  individual,  or  other  committee  that  has  already  reached  its 
contribution  limit  under  any  law  relating  to  contribution  I i mitations.  For  purposes  of 
this  subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 

4.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted^ 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  ot  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

5.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  ol 
contributions  if  the  Missouri  Ethics  Commission,  its  successor  agency,  or  a court 
determines  that  a candidate  has  taken  no  action  to  indicate_acceptance  of.  or 
acq uiescence  to  the  making  of  an  expenditure  that  is  deemed  a contribution  purs u a n t 
to  this  section. 


6.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

Q)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house_  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  sc e k s no m | n at i o n 
by  the  individual's  political  party  for  election  to  the  house  or  senatg_gjy  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidaje  for 
the  house  or  senate. 
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(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  ca ndidacy . 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  lor  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 


b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 


c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickctsyor 
political  merchandise; 

d.  Receipts  from  fundraising  events; 


e.  Any  loan,  guarantee  of  a loan,  cancellation  or  torgiveness  ot  a loan  or  debt  or 
other  obligation  bv  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  arc  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 
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a.  Ordinary  home  hospitality  or  noil-skilled  services  provided  without 
compensation  by  individuals  volunteering  the|r  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  ei ther  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds: 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the^passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determiniim  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate's  election  or  in  opposition  to  a candidate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  nonexclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 


b,  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate  committee  or  an  agent  of  the  candidate  or  candidate  committee  prior 
to  the  date  the  communication  is  publicly  disseminated  or  distributed; 


c,  The  person  and  the  candidate  or  candidate,  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services: 

cf  Whether  a payment  for  a covered  communication  for  a candidate  for 
legislative  office  is  made  by  a person  who  is  a coord i nated  spender  vv ith 
respect  to  the  candidate. 


(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  bv  a candidate  or  committee,  or  made  in_cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate^ 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle, 

(41  "Coordinated  spender"  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  pr_es_tahlished-by  or  at  the  request  or 
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suggestion  of,  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee, 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person’s  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundrai si ng 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  flic  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitti ng  t he  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication"  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,"  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b,  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  to  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 


(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
com m u n ication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  fora  fee  on  another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
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caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  arc  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

7.  Any  purposeful  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  pins  an 
amount  equal  to  three  times  the  illegal  contributions. 

8.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to  enforce  this 
section  as  provided  by  law. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  purposeful 
violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine 
of  up  to  one  thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions.  The  Missouri  Ethics  Commission  or  its  successor  agency  is  authorized  to 
enforce  this  section  as  provided  by  law. 

Section  20(f).  If  any  provision  of  sections  2,  7,  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-155) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  December  4,  2015) 


Date 


December  23,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  not  have  a fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to 
appointed  by  the  Governor  and  shall  serve  a term  of  five  years.  This  demographer  will  be 
unable  to  hold  elected  office  for  four  years  following  the  filing  of  the  new  legislative 
districts.  The  redistricting  process  shall  maximize  partisan  fairness  and  competitiveness. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  There  is  a built  in  CPI  adjustment  for  this 
amount.  Political  fundraising  activities  and  events  may  not  be  held  in  any  location  owned 
by,  or  under  the  control  of,  the  House,  Senate  or  General  Assembly. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
CPI  adjustments  made  in  even-numbered  years.  There  are  penalty  provisions  included  for 
each  of  the  prohibitions,  along  with  a severability  clause.  The  Missouri  Ethics 
Commission  is  authorized  to  enforce  this  section. 

This  proposal  could  have  an  impact  on  their  office.  There  is  currently  a State 
Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 


$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Metropolitan  Community  College  indicated  there  is  no  anticipated 
fiscal  impact  for  their  college. 


Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  there  is  no  anticipated  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  and  their  staff  from  acting,  serving,  or 
registering  as  a lobbyist  during  term  of  office  and  for  a specified  period  of  time  after 
leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 


• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs. 
Local  governmental  entities  report  no  fiscal  impact. 


Otl  0 2 2015 


Jason  Kander 


SI  ATE  AUDI!  vjmS  OFfiCc 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


SECRETARY  OF  STATE 

State  of  Missouri 


Elections  Division 
(573)751-2301 


December  2,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  128(2016-154) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  fora  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  December  2,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County: 

Page  number . 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  {ail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . 


. County  (or  city  of  St  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  hpl&on  the  8th  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  %& 

. County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  vtllajgNn  which  1 II vdttfe  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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ro 
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pn 
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cm 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


\A\II 

(SiumiHtrc) 

ItHiisi  l-RI  1)  VOTING  AUIWISS 
iStrocl.  No  I’D  Mows)  (Cil\.  Town  or  Villaecl 

/.ip 

Code 

Cong 

Dim 

NAME 

(Prim  nr  Tvnetll 

1. 

1 

4. 

5, 

6. 

■? 

s. 

*). 

III. 

II. 

12. 

13. 

II. 

15. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  128.020  of  the  Revised  Missouri  Statutes  is  hereby  repealed,  and  sections  128.346  and  128.348  are 
amended,  to  read  as  follows: 

[128.020.  When  any  new  apportionment  shall  be  made  of  the  members  to  be  elected  to  the  house  of 
representatives  of  the  United  States,  whereby  the  number  of  electors  to  which  this  state  may  be  entitled 
shall  be  increased  or  diminished,  it  shall  be  the  duty  of  the  governor  to  lay  off  the  state  into  as  many 
districts  as  shall  be  equal  to  the  number  of  electors  to  which  this  state  shall  then  be  entitled,  so  that  the 
said  districts  contain,  as  near  as  may  be,  an  equal  number  of  inhabitants.] 

128.346.  The  districts  established  by  the  provisions  of  sections  128.400  to  128.440  for  the  election  of 
representatives  to  the  Congress  of  the  United  States  shall  be  effective  beginning  with  election  to  the  108th 
Congress  and  through  the  election  of  the  1 12th  Congress.  The  districts  established  by  sections  128.451  to 
128.458  for  the  election  of  representatives  to  the  Congress  of  the  United  States  shall  be  effective  beginning 
with  the  election  to  the  1 13th  Congress.  Effective  beginning  with  the  election  of  representatives  to  the 
1 16th  Congress,  representatives  to  the  Congress  of  the  United  States  shall  be  elected  at  large,  in  the 
manner  prescribed  by  section  1 28.348. 

128.348.  T The  state  of  Missouri  is  hereby  divided  into  nine  congressional  districts.  Effective  with  the 
election  for  the  1 13th  Congress,  the  state  of  Missouri  shall  consist  of  eight  congressional  districts.  The 
legal  voters  of  each  district  shall  elect  one  member  of  Congress  of  the  United  States.  Effective  beginning 
with  the  election  for  the  1 16th  Congress,  representatives  to  the  Congress  of  the  United  States  shall  be 
elected  at  large. 

2.  A political  party  may  nominate  a total  number  of  candidates  equal  to  the  number  of  electors 
(representatives)  to  which  the  state  of  Missouri  is  entitled. 

3.  Political  parties  are  free  to  determine  their  candidates  through  a primary  election,  caucuses,  a statewide 
party  nominating  convention,  or  a combination  of  caucuses  and  a statewide  party  nominating  convention. 

4.  A primary  election  will  be  the  default  method  for  parties  to  select  candidates.  Should  a political  party 
determine  that  they  will  select  candidates  by  caucuses,  statewide  party  convention,  or  a combination  of 
caucuses  and  a statewide  party  convention,  a legally  designated  representative  of  the  party  will  notify  the 
secretary  of  state,  in  writing,  of  the  method  to  be  used,  no  later  than  the  first  day  of  April  of  an  election  year, 

5.  If  a political  party  elects  to  use  a primary  election  as  the  means  of  determining  its  candidates  for  the 
general  election,  all  Qualified  candidates  who  file  for  said  party's  nominations  will  appear  on  the  primary 
ballot  for  that  party.  Registered  voters  will  be  allowed  to  vote  in  one,  and  only  one,  party’s  primary  election, 
and  for  one,  and  only  one,  candidate  from  that  party. 

6.  An  ordered  list  of  candidates  for  each  party,  egual  to  the  number  of  seats  to  which  the  state  of  Missouri  is 
entitled  to  in  a given  Congress,  will  be  placed  on  the  ballot  in  the  general  election,  biased  on  the  number  of 
votes  received  by  each  candidate  in  the  primary  election  for  each  party. 

7.  Should  a party  elect  to  nominate  candidates  for  the  general  election  by  means  of  caucuses  and/or  a 
statewide  party  convention,  an  ordered  list  of  that  party's  candidates  shall  be  filed  with  the  secretary  of 
state's  office  no  less  than  90  days  before  the  general  election  date  in  election  years. 

8.  To  Qualify  for  a place  on  the  ballot,  an  independent  candidate  must  present  petitions  signed  by  one- 
guarter  of  one  percent  of  the  legal  votes  cast  for  the  sum  of  all  candidates  for  the  United  States  House  of 
Representatives  from  Missouri  in  the  general  election  last  preceding.  Said  petitions  must  be  delivered  to  the 
secretary  of  state  no  later  than  one  hundred  and  twenty  days  before  the  general  election. 

9.  The  signatures  on  petitions  submitted  by  independent  candidates  and  political  parties  shall  be  subject  to 
verification  according  to  the  procedures  in  the  code  of  state  regulations  for  independent  candidate  petitions 
in  force  at  the  time  the  petitions  are  submitted. 

10 . In  each  general  election,  each  voter  will  cast  a single  vote  for  a political  party,  and  its  ordered  list  of 
candidates,  or  for  an  independent  candidate  for  Congress  appearing  on  the  ballot,  or  a single  write-in  vote 
for  a candidate  not  appearing  on  the  ballot,  having  properly  registered  with  the  secretary  of  state  as  a write- 
in  candidate. 


10.  Independent  candidates  appearing  on  the  ballot  in  the  general  election  will  be  considered,  as  a group,  to 
constitute  an  ordered  party  list,  based  on  the  total  number  of  votes  for  each  independent  candidate,  for 
purposes  of  determining  how  many  independent  candidates  will  be  designated  as  representatives  based  on 
results  in  the  general  election. 

1 1 . The  number  of  representatives  from  each  party,  including  independent  candidates,  will  be  based  on  the 
percentage  of  the  total  votes  cast  in  the  general  election  received  bv  each  party,  or  by  independent 
candidates  as  a group.  For  as  long  as  the  state  of  Missouri  is  entitled  to  elect  eight  representatives  to 
Congress,  one  seat  will  be  awarded  for  each  12.5%  of  the  total  vote,  rounded  appropriately.  Should  the 
number  of  representatives  to  which  the  state  of  Missouri  be  entitled  increase  or  decrease,  the  percentage 
reguired  for  each  seat  will  be  adjusted  accordingly. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-154) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapter  128 
of  the  Revised  Statutes  of  Missouri.  (Received  December  2,  2015) 


Date 


December  22,  2015 

Description 

This  proposal  would  amend  Chapter  128  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  impact  on  their  department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  this  initiative  petition  would  not 
have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 


Officials  from  the  Office  of  Administration  indicated  there  should  be  no  fiscal  impact  to 
their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  this  proposal  will  require  changes 
be  made  regarding  elections  in  the  State  of  Missouri.  These  changes  will  likely  include: 
the  re-programing  of  voting  machines,  changes  to  the  Missouri  Centralized  Voter 
Registration  system,  and  postage  costs  for  absentee  ballots.  Each  of  these  changes  is 
likely  to  include  additional  costs  which  must  be  covered  by  both  the  State  of  Missouri 
and  local  election  authorities.  Under  this  proposal,  the  State  and  local  election  authorities 
are  also  likely  to  incur  additional  costs  associated  with  petition  signature  verification. 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year’s 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  (fiscal  year)  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 
reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

Officials  from  St.  Louis  Community  College  indicated  this  initiative  petition  will  not 
have  fiscal  impact  to  their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  State  Treasurer's  office,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  University  of  Missouri. 

Fiscal  Note  Summary 

State  and  local  governments  are  likely  to  incur  unknown  additional  election  related  costs. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  oe  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  25,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

NOV  2 5 2015 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  statutory  amendment  to 

Chapters  196  & 210  (2016-153) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Bradley  Ketcher  on  November  25,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8 d>  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR  S AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 
I, 


.,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

■*T 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


' Signature  of  Affiant  (Person  obtaining  signatures) 

(Name  of  payer) 

Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of ■ A D- 201 

Notary  Public  (Seal)  

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City.  State  & Zip  Code) 


IG>- 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  196.1 131  is  enacted  and  Sections  196.1003  and  210.172  of  the  Revised  Statues  of 
Missouri  are  amended  to  read  as  follows: 


1 96.1 131 . 1.  For  the  sole  and  exclusive  purpose  of  providing  funding  for  treatment  and 
prevention  of  childhood  cancer,  on  and  after  January  1, 2017,  a tax  equal  to  ten  cents  before 
discounts  and  deals  shall  be  levied  and  imposed  upon  the  sale  of  each  package  of  twenty 
cigarettes,  or  lesser  portion  thereof.  The  tax  imposed  by  this  section  shall  be  in  addjtignJp_other 
taxes  imposed  by  law  on  the  sale  of  cigarette  packages  and  shall  be  collected  in  the  same  manner 
and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  packages^  fcjgarettes. 

2.  The  Childhood  Cancer  Treatment  and  Prevention  Fund  is  hereby  created  within  thestatg 
treasury  which  shall  consist  of  funds  from  the  taxes  established  in  subsection  1 of  this  section, 
appropriated  moneys,  gifts,  contributions,  grants,  or  bequests. 

3.  Beginning  January  1,  201 7,  the  state  treasurer  without  legislative  action  shall  credit  to  and 
place  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  all  moneys  collected  as  a result  of 
the  tax  imposed  by  subsection  1 of  this  section  as  said  moneys  are  received.  All  of  the  moneys 
from  the  tax  imposed  bv  this  section  shall  be  kept  separate  from  the  general_revenue  fund  as  well 
as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  andjdaced  only  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  the  accounts  created  within  the 
Childhood  Cancer  Treatment  and  Prevention  Fund.  Any  moneys  credited  to  and  placed  in  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  and  any  account  created  by  this  section  shall 
be  appropriated  and  used  only  for  a purpose  authorized  by  this  section  and  shall  nofbe  subject  to 
the  provisions  of  section  33.080,  RSMo.  The  unexpended  balances  of  such  moneys  shall  remain 
in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  in  the  particular  ageount  in  which 
the  moneys  are  placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund.  All 

i nterest  which  accrues  upon  the  moneys  in  any  account  within  the  Childhood_Cancer  Treatment 
and  Prevention  Fund  shall  be  added  to  such  account  and  shall  not  be  credited  to  the  general 
revenue  fund.  Except  as  otherwise  provided  in  this  section,  generally  applicable  laws_concerning 
use  of  public  funds  shall  apply  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund . 

4.  The  Children’s  Trust  Fund  Board  shall  administer  the  fund.  The  fund  shalFbeused 
exclusively  for  the  treatment  and  prevention  of  childhood  cancers,  including  through  grants  and 
contracts  with  the  Childrens  Health  Insurance  Program,  other  state  agencies,  political 
subdivisions  and  health  care  services  providers. 

5.  No  funding  from  the  Childhood  Cancer  Treatment  and  Prevention  Fund  shall  bemused  to  fund 
abortion  or  any  similar  procedures.  No  funding  from  the  Childhood  Cancerjfreatment  and 

1 > revention  Fund  shall  be  used  to  pav  for  research  which  is  banned  by  Missouri  law  or  federal 

law. 

6.  (1)  The  actual  costs  of  collecting  the  tax  imposed  bythis  section  shall  be  paid  from  the 
moneys  in  the  Childhood  Cancer  Treatment  and  Prevention  Fund  as  may  be  provided  by  law,  not 
to  exceed  five  percent  of  the  total  moneys  collected; 

(2)  The  department  of  revenue  shall  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this 
section  as  may  be  provided  by  law;  and 

(31  On  a monthly  basis,  the  director  of  the  departmentof  revenue  shall  detemhnewhether  the  tax 
imposed  bv  this  section  has  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited 
into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to 
chapter  149.  RSMo.  If  a reduction  in  the  amount  of  moneys  coUgcted  and  depositedjnto  any  of 
those  funds  pursuant  to  chapter  149,  RSMo  has  been  caused  by  the  tax  imposed  by  this  section, 
an  amount  equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or 
funds  because  of  the  tax  imposed  bv  this  section  shall  be  transferred  from  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  the  appropriate  fund  or  funds  J[he  aggregate  amount 
trin,ibrrPH  t n the  fair  share  fund,  the  health  initiativesfund,  and  the,  state  school  moneys, fund 
from  the  Childhood  Cancer  Treatment  and  Prevention  Fundfor  any  month  shall  not  exceed  three 
percent  of  the  total  moneys  collected  pursuant  to  this  section  during  that  same  month. 

7.  The  state  auditor  shall  perform  an  annual  audit  of  the  funds  andjmtiatives  undertaken  pursuant 
to  this  section,  which  shall  include  an  evaluation  of  whether  pre-existing  funding  for  programs  or 
initiatives  has  been  reduced  because  of  the  new  funding  for  such  purposes  provided  through  the 
Childhood  Cancer  Treatment  and  Prevention  Fund  or  any  of  its  accounts.  Such  audit  shall  be 
performed  on  a fiscal  year  basis.  The  state  auditorshajL  make  copies  of  each  audit  available  to 
the  public.  Every  three  years  the  state  auditor  shall  prepare  a comprehemsn/e  report  assessing  the 
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work  and  progress  of  initiatives  undertaken  pursuant  to  this  section.  Such  assgssment  report  shall 
analyze  the  impact  of  the  programs,  grants,  and  contracts  performed,  shall  be  provided  to  the 
governor  and  the  general  assembly  .jmd  shall  be  available  to  the  public. 

8.  The  tax  imposed  by  this  section  shall  be  imposed  on  all  cigarettes  in  the  possession  or  under 
the  control  of  any  dealer  or  distributor  on  and  after  12:01  a.m.  on  January  1,  2017,  as  determined 
by  department  of  revenue  rule.  The  initiatives  and  programs  authorized  under  this  section  shall 
be  implemented  as  soon  as  reasonably  practicable,  but  at  least  by  July  U2017. 

9.  The  additional  revenue  provided  by  the  provisions  of  this  section  shall_not  be  part  of  the  "total 
state  revenue"  within  the  meaning  of  article  X of  the  constitution.  The  expenditure  of  thus 
additional  revenue  shall  not  be  an  "expense  of  state  government"  under  article  X of  the 
constitution. 

10.  The  net  proceeds  from  the  tax  imposed  by  this  section  shall  constitute  new  and  additional 
funding  for  the  initiatives  and  programs  described  in  this  section  and  shall  not  be  used  to  replace 
existing  funding  as  of  August  28, 2016  for  the  same  or  similar  initiatives  and  programs. 

1 1.  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  jMLof  the  provisions  of  this 
section  are  severable.  If  any  provision  of  this  section  is  found  by  a court  ol  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions,  of  this 
section  shall  be  and  remain  valid. 


196.1003.  Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a distributor,  retailer  or  similar  intermediary  or  intermediaries)  after 
the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  ll(jj)  ol  the 
Master  Settlement  Agreement)  and  generally  perform  its  financial  obligations  under  the  Master 
Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in 
question  the  following  amounts  (as  such  amounts  are  adjusted  lor  inflation) 

! ggg.  $.009424 1 per  unit  sold  after  the  date  of 

enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year 

thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph 
(1 ) shall  receive  the  interest  or  other  appreciation  on  such  funds  as  earned.  Such  funds 
themselves  shall  be  released  from  escrow  only  under  the  following  circumstances 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco 
product  manufacturer  by  the  State  or  any  releasing  party  located  or  residing  in  the  State.  Funds 
shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in  which  they  were  placed 
into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under 

such  judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was 
required  to  place  into  escrow  on  account  of  units  sold  in  the  state  in  a particular  year  was  greatei 
than  the  |State's  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been 
required  to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to 
section  IX(i)(2)  of  the  Master  Settlement  Agreement,  and  before  any  of  the  adjustments  or 
offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation  Adjustment)! 
Master  Settlement  Agreement  payments,  as  determined  under  section  IX(i)  of  that  agreement, 
including  after  final  determination  of  all  adjustments, _sugh_manufacturer  would  have  beep 
required  to  make  on  account  of  such  units  sold  had  it  been  a participating  manufacturer,  the 
excess  shall  be  released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be 
released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer  twenty-live  years 
after  the  date  on  which  they  were  placed  into  escrow. 
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(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to 
this  subsection  shall  annually  certify  to  the  Attorney  General  that  it  is  in  compliance  with  this 
subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the  State  against  any 
tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this 
section.  Any  tobacco  product  manufacturer  that  fails  in  any  year  to  place  into  escrow  the  funds 
required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into 
compliance  with  this  section.  The  court,  upon  a finding  of  a violation  of  this  subsection,  may 
impose  a civil  penalty  to  be  paid  to  the  State's  general  revenue  fund  in  an  amount  not  to  exceed  5 
percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total 
amount  not  to  exceed  100  percent  of  the  original  amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds 
into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon  a finding  ol  a 
knowing  violation  of  this  subsection,  may  impose  a civil  penalty  to  be  paid  to  the  State's  general 
revenue  fund  in  an  amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from 
escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  300  percent  ol  the  original 
amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to 
consumers  within  the  State  (whether  directly  or  through  a distributor,  retailer  or  similar 
intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a 
separate  violation.  Any  tobacco  product  manufacturer  that  violates  the  provisions  of  this  section 
shall  pay  the  State's  cost  and  attorney's  fees  incurred  during  a successful  prosecution  under  this 

section. 


210.172.  The  board  shall  have  the  following  powers  and  duties: 

( 1 ) To  meet  not  less  than  twice  annually  at  the  call  ol  the  chairperson  to  conduct  its  official 
business; 

(2)  To  require  that  at  least  eight  of  the  board  members  authorize  the  disbursement  of  funds 
from  the  children’s  trust  fund; 

(3)  To,  one  year  after  the  appointment  of  the  original  board  and  annually  thereafter,  develop 
a state  plan  for  the  distribution  and  disbursement  of  funds  in  the  children's  trust  fund.  The  plan 
developed  under  this  subdivision  shall  assure  that  an  equal  opportunity  exists  for  the 
establishment  of  prevention  programs  and  the  receipt  of  moneys  from  the  children  s trust  fund  in 
all  geographic  areas  of  this  state.  Such  plan  shall  be  transmitted  to  the  governor,  the  president  pro 
tern  of  the  senate,  the  speaker  of  the  Missouri  house  of  representatives,  and  the  appropriation 
committees  of  the  Missouri  senate  and  Missouri  house  of  representatives,  and  shall  be  made 
available  to  the  general  public.  In  carrying  out  a plan  developed  under  this  subdivision,  the  board 

shall  establish  procedures  to: 

(a)  Enter  into  contracts  with  public  or  private  agencies,  schools,  or  qualified  individuals  to 
establish  community-based  educational  and  service  prevention  programs  with  or  without  using 
the  procurement  procedures  of  the  office  of  administration.  Such  prevention  programs  shall 
focus  on  the  prevention  of  child  abuse  and  neglect.  Community-based  service  prevention 
programs  shall  include  programs  such  as  crisis  care,  parent  aides,  counseling,  and  support 
groups.  Participation  by  individuals  in  any  community-based  educational  or  service  prevention 
program  shall  be  strictly  voluntary.  In  awarding  contracts  under  this  paragraph,  consideration 
shall  be  given  by  the  board  to  factors  such  as  need,  geographic  location  diversity,  coordination 
with  or  improvement  of  existing  services,  and  extensive  use  ol  volunteers; 

(b)  Develop  and  publicize  criteria  for  the  awarding  of  contracts  for  programs  to  be 
supported  with  money  from  the  children’s  trust  fund  within  the  limits  of  appropriations  made  for 

that  purpose; 

(c)  Review  and  monitor  expenditures  of  moneys  from  the  children’s  trust  fund  on  a periodic 
basis; 

(d)  Consult  with  applicable  state  agencies,  commissions,  and  boards  to  help  determine 
probable  effectiveness,  fiscal  soundness,  and  need  for  proposed  community-based  educationa 
and  service  prevention  programs; 
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(e)  Facilitate  information  exchange  between  groups  concerned  with  prevention  programs; 

(f)  Provide  for  statewide  educational  and  public  informational  conferences  and  workshops 
for  the  purpose  of  developing  appropriate  public  awareness  regarding  the  problems  of  families 
and  children,  of  encouraging  professional  persons  and  groups  to  recognize  and  deal  with 
problems  of  families  and  children,  of  making  information  regarding  the  problems  of  families  and 
children  and  their  prevention  available  to  the  general  public  in  order  to  encourage  citizens  to 
become  involved  in  the  prevention  of  such  problems,  and  of  encouraging  the  development  of 
community  prevention  programs;  and 

(g)  Establish  a procedure  for  an  annual  internal  evaluation  of  the  functions,  responsibilities, 
and  performance  of  the  board,  which  evaluation  shall  be  coordinated  with  the  annual  state  plan 
of  the  board. 

(c)  Administer  the  Childhood  Cancer  Treatment  and  Prevention  Fund  and  related  grants  and 
contracts. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-153) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  amendment  to  Chapters 
196  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  November  25,  2015) 


Date 


December  15,  2015 

Description 

This  proposal  would  amend  Chapters  196  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Children's  Trust  Fund,  and  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
through  the  collection  of  a tax  imposed  on  each  package  of  twenty  cigarettes,  or  lesser 
portion  thereof,  this  proposal  has  the  potential  to  significantly  impact  the  Childhood 
Cancer  Treatment  and  Prevention  fund. 

Their  department  has  no  means  to  calculate  the  impact  from  this  tax. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  increase 
revenues  to  the  Childhood  Cancer  Treatment  and  Prevention  Fund  by  $49.7  million  per 
year. 

Section  196.1131 

Effective  January  1,  2017,  this  section  imposes  an  additional  10  cents  on  a pack  of 
cigarettes  before  discounts  and  deals.  The  DOR  collects  the  tax  in  the  same  manner  and 
at  same  time  as  the  current  taxes. 


Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014  the  DOR  estimates 
total  revenues  of  $49.7  million. 

The  DOR  must  refund  moneys  overpaid  or  erroneously  paid  pursuant  to  this  section  as 
provided  by  law.  Each  month,  the  Department  Director  must  determine  whether  the  tax 
imposed  by  this  section  caused  a reduction  in  the  amount  of  moneys  collected  and 
deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the  state  school  moneys 
fund  pursuant  to  Chapter  149,  RSMo.  If  a reduction  exists,  a like  amount  not  collected 
and  deposited  into  that  fund  or  funds  shall  be  transferred  from  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  the  appropriate  fund  or  funds. 

Administrative  Impact: 

Business  Tax: 

Business  Tax  requires  a floor  stock  tax  form  and  cigarette  stamp  order  fonns  be  updated. 
Additionally,  the  SAGE  50  accounting  system  and  cashiering  records  requires  change. 
The  DOR  web  pages  will  need  to  be  updated  and  licensed  wholesalers  will  need  to  be 
notified  of  the  tax  increase  and  the  floor  stock  tax. 

Overall  Impact: 

The  DOR  cannot  determine  on  a monthly  basis  whether  there  has  been  a reduction  in  the 
money  deposited  in  the  fair  share  fund,  health  initiative  fund,  or  the  state  schools  fund. 
Wholesalers  buy  tax  stamps  without  reference  to  the  months  in  which  the  cigarettes 
bearing  the  stamps  will  be  sold.  For  example,  a wholesale  may  buy  enough  stamps  for 
3,000  packs  of  cigarettes.  Those  cigarettes  may  be  sold  in  one  month,  two  months,  or  six 
months.  At  best,  the  DOR  could  do  an  estimate  on  a calendar  year  of  fiscal  basis,  but  it 
would  still  only  be  an  estimate. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 


Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 


Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  196.1003  and  210.172  RSMo.,  and  Chapter  196  by  adding  Section  196.113, 
RSMo. 

Section  196.1131  - enacts  an  additional  $0. 10/pack  tax  increase  on  cigarettes.  The 
monies  collected  from  this  new  tax  would  be  deposited  in  the  Childhood  Cancer 
Treatment  and  Prevention  Fund  to  be  administered  by  the  Children’s  Trust  Fund  Board. 
These  funds  will  be  used  for  the  treatment  and  prevention  of  childhood  cancers.  The 
proposal  allows  up  to  5%  of  the  collections  to  be  used  for  collection  costs.  On  a monthly 
basis,  the  Director  of  the  Department  of  Revenue  shall  detennine  if  the  new  tax  has 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  in  to  the  Fair  Share, 
Health  Initiatives  or  State  School  Moneys  Funds.  If  so,  up  to  three  percent  of  the  total 
moneys  collected  from  the  new  tax  shall  be  transferred  to  these  funds. 

The  State  Auditor  shall  perfonn  an  annual  audit  of  the  fund,  which  shall  include  an 
evaluation  of  whether  preexisting  funding  for  programs  or  initiatives  has  been  reduced 
because  of  the  new  funding.  Every  three  years,  the  auditor  shall  prepare  a comprehensive 
report  assessing  work  and  progress  of  initiatives  undertaken  pursuant  to  the  proposed  new 
sections. 

Section  196.1003  - changes  escrow  requirements  for  the  Tobacco  Master  Settlement 
Agreement,  with  provisions  to  remove  references  to  the  State’s  allocable  share  of  the 
total  payments  the  manufacturer  would  have  been  required  to  make  under  the  Master 
Settlement  Agreement;  it  could  adversely  impact  future  Nonparticipating  Manufacturer 
(NPM)  adjustment  arbitrations. 

Section  210.172  - authorizes  the  Children’s  Trust  Fund  Board  to  administer  the 
Childhood  Cancer  Treatment  and  Prevention  Fund. 

FISCAL  IMPACT: 

In  fiscal  year  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  $0.10  in  January  2017  will  increase 
the  “Childhood  Cancer  Treatment  and  Prevention  Fund”  by  $22.9  million  in  fiscal  year 
2017  and  $45.8  million  once  fully  implemented  in  fiscal  year  2018. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.1  million  in  fiscal  year  2017  and  $0.3  million  in  fiscal  year  2018  and 
thereafter,  the  Health  Initiatives  fund  by  $0.2  million  in  fiscal  year  2017  and  $0.3  million 
in  fiscal  year  2018  and  thereafter,  and  the  State  School  Moneys  Fund  by  $0.4  million  in 
fiscal  year  2017  and  $0.8  million  in  fiscal  year  2018  and  thereafter. 


Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$1.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $0.4  million,  and  local 
sales  tax  will  be  reduced  by  $1.5  million  once  fully  implemented  in  fiscal  year  2018, 
from  the  loss  of  sales  tax. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  there  is  no  fiscal  impact  on  their 
university  for  this  petition. 


Officials  from  the  St.  Louis  Community  College  indicated  they  do  not  estimate  this  will 
have  significant  fiscal  impact  on  their  college. 

Officials  from  the  Children's  Trust  Fund  indicated  costs  to  the  Children’s  Trust  Fund  is 
estimated  at  $198,000  - $233,000  annually  to  implement  and  manage  the  Childhood 
Cancer  Treatment  and  Prevention  Fund.  Included  in  this  estimate  is: 

A minimum  of  2-2.5  additional  full-time  employees  (FTE's)  totaling  $1 10,000  - $135,000 
needed  (includes  salary  and  benefits  package).  FTE’s  include  Program  Grants  Manager 
and  assistant  with  fiscal/accounting  background/skills,  as  well  as  a Public  Information 
Officer  (.5).  FTE  positions  and  salaries  are  based  upon  existing  positions  that  perform 
like  functions  for  child  abuse  and  neglect  prevention  fund.  Estimates  could  be  higher 
depending  upon  necessary  qualifications  and  expertise  required  as  a result  of  the 
technical  medical  nature  of  the  proposed  fund. 

Additional  costs  estimated  at  $38,000  annually  for  existing  personnel  - Executive 
Director  and  Executive  Assistant  for  fund/program  oversight  estimated  at  .33  % of 
current  salary  rate. 

Additional  expenses/costs  for  grant  selection  and  review  process,  program 
implementation,  grant  evaluation,  ongoing  monitoring,  and  other  necessary  expenses 
directly  related  to  implementation  of  this  new  fund,  required  office  space  & equipment 
for  new  FTE’s,  and  to  Office  of  Administration  for  procurement,  budgetary  and  other 
functions  estimated  at  $50,000  - $60,000  annually. 

Monies  to  implement  and  operate  the  Childhood  Cancer  Treatment  and  Prevention  Fund 
including  cost  of  added  FTE’s  would  need  to  come  directly  from  monies  deposited  by  the 
State  Treasurer  into  the  specific  fund  proposed  or  from  another  source  other  than  existing 
funds  from  the  Children’s  Trust  Fund  which  are  dedicated  solely  for  the  purpose  of  child 
abuse/neglect  prevention. 

Also  listed  below  are  additional  concerns  with  implementing  this  proposal  as  presented  in 
its  current  form: 

• The  proposed  amendment  to  Section  210.172,  RSMo,  outlining  the  powers  and  duties 
of  the  Children’s  Trust  Fund  Board  proposes  a subsection  (e)  as  an  additional  power 
and  duty  of  the  board,  when  subsection  (e)  already  exists  in  statute. 

• Statutes  in  their  current  form  prohibit  the  Children’s  Trust  Fund  Board  from 
authorizing  expenditures  for  any  additional  purpose  other  than  for  the  prevention  and 
alleviation  of  child  abuse  and  neglect  (Sections  210.171,  210.172,  RSMo).  This 
initiative  petition  fails  to  address  other  areas/statutory  changes  needed  to  manage  and 
implement  additional  funds  outside  of  child  abuse  and  neglect  prevention. 

• The  Children’s  Trust  Fund  Board  in  its  current  structure  and  make-up  lacks  the 
medical  expertise  needed  to  optimally  and  effectively  administer  funds  for  the 
purpose  of  preventing  and  treating  childhood  cancers  (Section  210. 170(1)(2)(3)(4)(5), 
RSMo). 


• The  Children’s  Trust  Fund  board  was  created  solely  to  administer  and  monitor  funds 
for  the  prevention  and  alleviation  of  child  abuse  and  neglect  as  defined  in  Section 
210.171,  RSMo  as  follows.  As  used  in  Sections  210.170  to  210.173,  RSMo,  and 
Section  143.1000,  RSMo,  the  following  terms  shall  mean:  (1)  "Board",  the  children's 
trust  fund  board  created  in  Section  210.170,  RSMo;  (2)  "Prevention  program",  any 
community-based  educational  or  service  program  designed  to  prevent  or  alleviate 
child  abuse  or  neglect. 

Officials  from  the  State  Auditor's  office  (SAO)  indicated  they  believe  that  the  audit 
required  under  the  petition  would  require  approximately  1 FTE.  However,  given  the  SAO 
has  consistently  lapsed  funds  in  recent  years,  the  SAO  believes  it  could  absorb  these  costs 
within  its  current  appropriation  authority. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  State  Treasurer's  office,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $42  million  to  $50  million  annually. 
The  revenue  will  fund  only  programs  and  services  allowed  by  the  proposal.  Local 
government  revenues  could  decrease  approximately  $1.5  million  annually  due  to 
decreased  cigarette  sales. 


NOV  2 3 2015 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  23,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  constitutional  amendment  to 

Article  IV  (2016-152) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Edward  Greim  on  November  20,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick. State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  ___ County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for 
their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city 

of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 
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, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


CD 

~o 

CO 
• ■ 

c_n 

cn 


i 


m 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

(Printed  Name  of  Affiant) 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE:  You  are  advised  that  the  proposed  amendment  to  the  constitution  changes,  repeals,  or  modifies  by  implication.'or  may 
be  construed  to  change,  repeal  or  modify  by  implication.  Article  IV  of  the  Missouri  Constitution  and  the  following  provisions  of 
the  Missouri  Revised  Statutes  — Sections  33.080,  66.340,  66.350,  149.015,  149.021,  149.065,  149.160,  196.1003,  210.102,  and 
210.320.  The  proposed  amendment  enacts  four  new  sections  in  Article  IV  of  the  Missouri  Constitution,  to  be  known  as  Sections 
54,  54(a),  54(b),  and  54(c). 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  IV  is  amended  by  adopting  four  new  sections  to  be  known  as  Sections  54,  54(a),  54(b),  and  54(c). 

Section  54.  The  provisions  of  Sections  54  through  54(c)  shall  be  known  as  the  Early  Childhood  Health  and  Education 
Amendment.  It  shall  be  the  public  policy  of  this  state  to  improve  the  health  and  education  of  children,  from  birth  through  age  five, 
and  to  improve  accountability  for  early  childhood  health  and  education  funding. 

Section  54(a).  1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund.  The  fund  shall  consist  of  all 
moneys  collected  as  provided  in  Section  54(c)  and  shall  also  include  the  balance  of  the  Coordinating  Board  for  Early  Childhood 
Fund,  which  shall  cease  to  exist  as  a discrete  fund  after  its  proceeds  are  transferred  into  the  Early  Childhood  Health  and  Education 
Trust  Fund  upon  the  effective  date  of  this  section.  Interest  and  moneys  earned  on  the  fund  shall  be  deposited  in  the  fund.  Moneys 
in  the  fund  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  credited  to  the  fund.  Any  moneys  credited  to 
and  deposited  in  the  fund  shall  be  used  only  for  purposes  which  are  authorized  by  this  section,  shall  not  be  diverted  to  any  other 
purpose,  and  shall  not  be  subject  to  the  provisions  of  section  33.080,  or  other  similar  law.  The  net  proceeds  from  the  moneys 
collected  as  provided  in  Section  54(c)  shall  constitute  new  and  additional  funding  for  the  activities,  initiatives,  and  programs  and 
shall  not  be  used  to  replace  existing  funding  as  of  July  1 , 2016,  for  the  same  or  similar  activities,  initiatives,  and  programs.  The 
funds  deposited  in  the  fund  and  available  for  distribution  to  public  and  private  entities  shall  be  distributed  as  follows: 

a.  At  least  seventy-five  percent  (75%)  of  funds  shall  be  disbursed  in  grants  for  improving  the  quality  of  and  increasing  access  to 
Missouri  early  childhood  education  programs,  including  preschool,  home  visitation,  parent  and  family  support  and  education, 
professional  development  and  training  for  early  childhood  development  providers,  and  increasing  coordination  of  and  public 
information  about  the  importance  of  early  childhood  development: 

b.  No  less  than  ten  percent  ( 1 0%)  and  no  more  than  fifteen  percent  ( 1 5%)  of  funds  shall  be  disbursed  in  grants  to  Missouri 
hospitals  or  other  health  care  facilities  to  improve  access  to  quality  early  childhood  health  and  development  programs,  including 
preventative  health  care,  obesity  prevention,  infant  mortality  prevention,  health  and  developmental  screenings  for  Missouri 
children  ages  birth  through  five:  and 

c.  No  less  than  five  percent  (5%)  and  no  more  than  ten  percent  (10%)  of  funds  shall  be  disbursed  in  grants  to  provide  evidenced- 
based  smoking  cessation  and  prevention  programs  for  Missouri  pregnant  mothers  and  youth  to  be  used  solely  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and 
prevention,  including  a comprehensive  statewide  tobacco  control  program  that  incorporates  the  use  of  nicotine  replacement 
therapy  products  regulated  as  drugs  or  devices  by  the  United  States  food  and  drug  administration  under  Chapter  V of  the  Federal 
Food.  Drug,  and  Cosmetic  Act , and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control 
program  shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  best 
practices  and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco 
use,  reduce  the  public’s  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its 
effects  among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall 
include,  but  not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management, 

2.  Unless  modified  bv  law,  eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for:  ( I ) Salaries, 
fringe  benefits,  expenses,  and  equipment  of  staff  employed  by  the  Early  Childhood  Commission,  as  defined  in  Section  54(b):  (2) 
Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv  the 
Early  Childhood  Commission  from  any  other  state  department  or  agency  of  the  state:  (3)  Expenses  of  the  Early  Childhood 
Commission  associated  with  contracting  with  not-for-profit  entities:  and  (4)  Expenses  of  the  Early  Childhood  Commission 
associated  with  audits  and  outcome  evaluations  of  programs  and  activities  funded  under  this  section.  Unless  modified  bv  law,  no 
more  than  three  percent  (3%)  of  the  moneys  deposited  in  the  Early  Childhood  Health  and  Education  Trust  Fund  shall  be  used  for 
administrative  expenses.  The  Commission  shall  establish  guidelines  and  controls  concerning  grantees’  administrative  expenses 
associated  with  meeting  requirements  of  grants. 

Section  54(b),  1 . As  of  the  effective  date  of  this  section,  the  Coordinating  Board  for  Early  Childhood  shall  be  reformed  and  shall 
be  renamed  the  Early  Childhood  Commission.  On  the  effective  date  of  this  section  any  of  the  Coordinating  Board’s  programs, 
duties,  obligations,  powers,  assets,  and  liabilities  not  assumed  bv  the  Early  Childhood  Commission  under  the  express  terms  of  this 
Section  shall,  unless  otherwise  provided  bv  law,  be  taken  up  bv  the  Early  Childhood  Commission.  Any  employees  of  the 
Coordinating  Board  for  Early  Childhood  shall  retain  the  same  status  with  the  Commission  on  the  effective  date  of  this  section, 
and  the  executive  director  of  the  board  shall  be  the  first  Administrator  of  the  Commission,  unless  such  employees  or  director  are 
lawfully  terminated. 

2.  In  addition  to  the  duties  already  provided  under  the  laws  establishing  and  governing  the  Coordinating  Board  for  Early 
Childhood,  the  Commission  shall  also  have  the  duty  to  administer  and  make  grants  from  the  Early  Childhood  Health  and 
Education  Trust  Fund  as  provided  in  section  54(a)  of  this  article,  as  may  be  provided  bv  law.  Only  Missouri  residents  who  are 
also  legal  residents  of  the  United  States  are  authorized  to  receive  services  or  benefits  front  any  funds  generated  bv  this 
Amendment,  unless  otherwise  prohibited  bv  state  or  federal  law.  All  services  or  programs  that  derive  from  funds  generated  bv  this 
Amendment  shall  be  performed  in  the  state  of  Missouri.  Only  hospitals  and  health  care  facilities  operating  in  the  state  of  Missouri 
that  maintain  a license  in  good  standing  pursuant  to  Missouri’s  hospital  or  health  care  facility  licensing  laws  shall  be  eligible  to 
receive  grants  from  the  Early  Childhood  Health  and  Education  Trust  Fund  pursuant  to  Section  54(a)(1)(b).  The  Commission  shall 
have  the  power  to  hire  an  Administrator  and  staff,  promulgate  rules  and  regulations:  apply  for  and  receive  public  or  private  gifts, 
grants,  or  appropriations:  buy,  sell,  or  lease  real  and  personal  property:  make  disbursements  and  grants:  and  any  other  powers 
necessary  or  appropriate  to  carry  out  the  purposes  and  duties  set  out  in  this  Amendment.  None  of  the  funds  collected,  distributed, 
or  allocated  from  the  Early  Childhood  Health  and  Education  Trust  Fund  shall  be  expended,  paid  or  granted  to  or  on  behalf  of 
existing  or  proposed  activities,  programs,  or  initiatives  that  involve  abortion  services  including  performing,  inducing,  or  assisting 
with  abortions,  as  defined  in  law,  or  encouraging  patients  to  have  abortions,  referring  patients  for  abortions  not  necessary  to  save 
the  life  of  the  mother,  or  development  of  drugs,  chemicals,  or  devices  intended  to  be  used  to  induce  an  abortion.  None  of  the 
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funds  collected,  distributed,  or  allocated  from  the  Early  Childhood  Health  and  Education  Trust  Fund  shall  be  expended,  paid  or 
granted  to  or  on  behalf  of  any  abortion  clinic,  abortion  clinic  operator,  or  outpatient  health  care  facility  that  provides  abortion 
services,  unless  such  services  are  limited  to  medical  emergencies.  No  funds  from  the  Early  Childhood  Health  and  Education  Trust 
Fund  shall  be  used  for  human  cloning  or  research,  clinical  trials,  or  therapies  or  cures  using  human  embryonic  stem  cells,  as 
defined  in  Article  III,  section  38(d).  No  funds  from  the  Early  Childhood  Health  and  Education  Trust  Fund  shall  be  used  for 
tobacco  related  research  of  any  kind.  Distributions  of  funds  under  this  amendment  shall  not  be  limited  or  prohibited  by  the 
provisions  of  Article  IX.  section  8. 

3.  The  Commission  shall  establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff.  The  Commission  shall 
ensure  a fair  and  equitable  distribution  of  funds  distributed  as  grants  based  on  the  established  residency  population  of  children 
ages  birth  through  five.  The  Commission  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients,  including 
requirements  that  success  be  measured  by  outcomes  for  Missouri  children  and  families.  Unless  modified  by  law.  Commission 
members  shall  include:  ( If  the  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior 
services,  mental  health,  and  social  services:  (2)  the  commissioner  or  the  commissioner’s  designee  from  the  department  of 
elementary  and  secondary  education;  (3)  two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of 
the  joint  committee  on  education.  One  member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different 
party  and  different  legislative  chamber  than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the 
elected  leader,  either  the  speaker  of  the  house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s 
legislative  chamber:  (4)  The  director  of  the  Missouri  head  start-state  collaborative  office:  (5)  six  citizens,  representing  each  of  the 
following  areas:  early  childhood  education  and  development  providers,  local  head  start  agencies,  higher  education,  business,  faith, 
and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate,  the  three  citizens  representing  the  areas  of 
medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint  the  citizens  representing  the  areas  of  early 
childhood  education  and  development  providers,  local  head  start  agencies,  and  faith.  Commission  members  shall  serve  a term  of 
three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such  citizens  that  serve  a partial  term  of  less  than  eighteen  months 
shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such  citizens  that  serve  a partial  term  of  more  than  eighteen  months 
shall  be  eligible  to  serve  the  partial  term  and  one  full  term.  No  Commissioners  shall  receive  anv  compensation  for  their  service  as 
a Commissioner. 


Section  54(c).  1 . In  addition  to  anv  tax  levied  upon  the  sale  of  cigarettes  in  this  state,  a tax  shall  be  levied  upon  the  sale  of 
cigarettes  in  an  amount  equal  to  thirty  mills  per  cigarette  (or  sixty  cents  per  pack  of  twenty  cigarettes),  phased  in.  in  four  equal 
annual  increments  of  seven  and  one-half  mills  for  fifteen  cents  per  pack  of  twenty  cigarettes)  on  January  I,  2017,  January  1,  2018, 
January  1 . 2019  and  January  1 . 2020.  The  tax  shall  be  evidenced  by  stamps  which  shall  be  furnished  by  and  purchased  from  the 
director  or  bv  an  impression  of  the  tax  by  the  use  of  a metering  machine  when  authorized  by  the  director  as  provided  by  statute, 
and  the  stamps  or  impression  shall  be  securely  affixed  to  one  end  of  each  package  in  which  cigarettes  are  contained.  All  cigarettes 
must  be  stamped  before  being  sold  in  this  state.  For  the  purpose  of  allowing  compensation  for  the  costs  necessarily  incurred  in 
affixing  the  proper  tax  stamps  to  each  package  of  cigarettes  before  making  a sale  of  the  cigarettes,  each  wholesaler  purchasing 
stamps  from  the  director  as  required  bv  law  rnav  purchase  the  stamps  from  the  director  at  a reduction  of  three  percent  (3%)  of  the 
face  value  of  each  lot  of  stamps  so  purchased,  provided  that  all  statutorily  required  reports  have  been  made.  The  discount 
provided  in  this  section  shall  be  the  only  discount  allowed  to  purchasers  from  the  director.  If  a purchaser  refuses  to  comply  with 
the  laws  of  the  state  of  Missouri,  the  director  shall  require  the  full  face  value  for  stamps  purchased  until  such  time  as  the  person 
has  complied  with  the  provisions  of  the  law.  The  director  may  permit  the  use  of  meter  machines  in  lieu  of  stamps,  for  the  impress 
of  the  tax  stamp,  and  where  used  a three  percent  (3%)  reduction  on  the  total  tax  due  shall  be  allowed.  The  director  shall  prescribe 
all  rules  and  regulations  governing  the  use  of  meter  machines  and  may  require  a bond  in  a suitable  amount  to  guarantee  payment 
of  the  tax.  The  tax  on  anv  cigarettes  contained  in  packages  of  twenty  to  be  used  solely  for  distribution  as  samples  shall  be 
computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to  the  director_of 
revenue  at  such  time  and  in  such  manner  as  he  may  prescribe  bv  rule.  Stamped  cigarettes  in  the  possession  of  a wholesaler  or 
retailer  before  each  incremental  tax  increase  under  this  section  is  imposed  shall  not  be  subject  to  incremental  tax  increase  before 
retail  sale. 


2.a.  In  addition  to  the  tax  provided  in  section  54(c).  1.  effective  January  I.  2017.  an  equity  assessment  fee  is  imposed  upon  the  first 
to  occur  of  the  following:  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale  of  each  package  of 
twenty  (20)  cigarettes  manufactured  bv  a non-participating  manufacturer.  The  equity  assessment  fee  shall  be  paid  by  the 
wholesaler,  and  collected  bv  the  director  of  revenue  at  the  same  time  cigarette  tax  stamps  are  purchased  from  the  director  of 
revenue,  and  the  payment  and  collection  of  the  equity  assessment  fee  shall  be  subject  to  the  rules  and  regulations  promulgated  in 
connection  with  the  payment  and  collection  of  the  cigarette  tax.  The  term  "Non-participating  manufacturer”  is  defined  as  a 
manufacturer  that  is  treated  as  such  under  the  Master  Settlement  Agreement  entered  into  by  the  State  of  Missouri  and  certain 
tobacco  manufacturers  on  November  23,  1998. 

b.  The  rate  of  the  equity  assessment  fee  shall  be  sixtv-seven  cents  ($0.67)  per  package  of  twenty  (20)  cigarettes.  Beginning  with 
equity  assessment  fees  due  in  2018.  the  equity  assessment  fee  shall  be  adjusted  each  year  in  accordance  with  the  Inflation 
Adjustment  in  the  Master  Settlement  Agreement,  provided  that,  in  determining  the  applicable  Inflation  Adjustment  Percentage, 
inflation  from  1999-2017  shall  not  be  included. 

c.  The  fee  imposed  bv  this  section  does  not  apply  to  cigarettes  or  cigarette  tobacco  products  that  are  sold  into  another  state  for 
resale  to  consumers  outside  of  this  state,  provided  that  the  sale  is  reported  to  the  state  into  which  the  cigarettes  are  sold  undei  15 
U.S.C.  Section  376. 


d.  The  fee  imposed  bv  this  section  is  in  addition  to  anv  other  privilege,  license,  fee,  or  tax  required  or  imposed  by  state  law, 
provided  however  that  a manufacturer  shall  not  be  required  to  place  funds  into  a qualified  escrow  tund  under  Chapter  1%  ot  the 
Revised  Statutes  of  Missouri  for  anv  cigarettes  that  such  manufacturer  demonstrates  in  a filing  with  the  Attorney  General  that  thg 
required  amount  of  fees  have  been  paid  under  this  section. 

3.  All  moneys  collected  as  a result  of  the  taxes  and  fees  imposed  bv  this  section  shall  deposited  in  the  Early  Childhood  Heajtl?  and 
Education  Trust  Fund  as  said  moneys  are  received,  and  shall  be  kept  separate  from  the  general  revenue  fund  as  well  as  any  other 
funds  or  accounts  in  the  state  treasury.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enlorcing  the  taxes  and 
fees  imposed  bv  this  section  mav  be  paid  from  moneys  appropriated  from  the  Early  Childhood  Health  and  Education  J_ rust  Fund 
for  that  purpose,  but  shall  not  exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year. 
Moneys  from  the  Early  Childhood  Health  and  Education  Trust  Fund  shall  not  be  used  to  pay  costs  that  are  not  additional  .actual 
costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  and  fees  imposed  by  this  section,  except  that  one  percent  ( I /o)  oj 
the  funds  deposited  in  the  fund  shall  be  used  bv  the  Director  of  Public  Safety  and  the  Director  of  Revenue  to  employ  personnel  for 
the  sole  purpose  of  criminal  tobacco  enforcement  of  existing  state  laws  regarding  tobacco  products.  No  funds  from  the  Eai  ly 


Childhood  Health  and  Education  Trust  Fund  shall  be  used  for  any  lobbying,  or  for  the  promotion  or  support  of  any  tax  increase  or 
any  other  state  or  local  prohibition  or  limitation  on  tobacco  products,  coupons  or  promotions. 


4.  On  an  annual  basis,  the  director  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services,  shall  determine 
whether  the  taxes  imposed  by  section  54(c)  have  resulted  in  a decrease  in  consumption  of  tobacco  products  and  thereby  directly 
caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund,  the  health  initiatives  fund,  or  the 
state  school  moneys  fund,  revenues  generated  from  local  tobacco  taxes,  or  revenues  generated  from  local  sales  taxes.  If  a 
reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  or  revenues  generated  from  local  tobacco  taxes 
or  local  sales  taxes,  has  been  directly  caused  by  the  taxes  imposed  by  section  54(c).  an  amount  equal  to  the  amount  of  moneys  that 
were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local  tobacco  taxes  or  local  sales  taxes 
because  of  the  taxes  imposed  by  this  section  shall  be  transferred  from  the  Early  Childhood  Health  and  Education  Trust  Fund  as 
follows:  first,  to  the  appropriate  political  subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  political  subdivisions  and/or  funds  for  any  year  shall  not  exceed  four  percent  (4%)  of  the  total  moneys 
collected  pursuant  to  this  section  during  that  same  year. 
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Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  the  proposal  creates  a new 
commission,  but  does  not  specify  whether  they  shall  represent  the  commission.  If  they 
represent  the  commission,  there  would  be  an  additional,  unknown  cost.  They  assume  that 
any  potential  costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with 
existing  resources,  but  they  may  seek  an  additional  appropriation  if  necessary. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of  cigarettes. 
All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood  health  and 
education  trust  fund.  The  proposal  also  appears  to  reform  the  coordinating  board  for  early 
childhood  and  rename  it,  the  early  childhood  commission.  With  restrictions,  proceeds 
from  the  additional  cigarette  tax  would  provide  for  the  operations  of  the  commission. 
Their  department  has  no  means  to  calculate  the  potential  of  these  proceeds.  Any  funds 
would  be  additional  monies  to  early  childhood  education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  the  amendment  would  create 
the  Early  Childhood  Commission  of  which  the  director  of  the  Department  of  Mental 
Health  or  his/her  designee  would  be  a member. 

While  the  director  and  other  staff  of  the  Department  of  Mental  Health  often  participate  in 
committees  and  task  forces  as  a part  of  their  duties,  assignments  to  additional  specialized 
activities  can  be  seen  to  create  costs  not  necessarily  included  in  the  department’s  regular 
funding.  The  Department  of  Mental  Health  obviously  has  a great  interest  in  the  improved 
treatment  and  education  of  children  so  that  it  is  anticipated  that  any  fiscal  impact  from 
this  legislation  will  be  absorbed  by  the  department’s  regular  operating  budget. 

This  proposal  creates  no  direct  obligations  or  requirements  to  the  Department  of  Mental 
Health  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 


Officials  from  the  Department  of  Corrections  indicated  no  impact. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $374.5  million  annually. 

Section  54(c) 

The  section  imposes  a 30  mill  tax  ($0.60  per  pack)  on  cigarettes  phased  in  over  four  years 
beginning  January  1,  2017.  In  addition,  the  petition  allows  wholesalers  to  purchase 
stamps  discounted  by  three  percent  from  face  value.  Wholesalers/retailers  possessing 
cigarettes  prior  to  the  tax  increase  are  not  subject  to  the  new  incremental  tax  before  retail 
sale. 

Based  on  496.5  million  packs  of  cigarettes  stamped  in  Tax  Year  2014,  the  DOR  estimates 
total  revenues  of  $289  million  as  a result  of  the  new  tax  when  this  petition  is  fully 
implemented. 

Beginning  January  1,  2017,  the  petition  imposes  an  “equity  assessment  fee”  on  the 
purchase,  storage,  use,  consumption,  handling,  distribution,  or  wholesale  sale  of  each 
pack  of  cigarettes  by  a non-participating  manufacturer,  whichever  event  occurs  first.  The 
DOR  collects  this  fee  when  wholesalers  purchase  cigarette  tax  stamps.  The  provision 
assesses  a 67  cent  ($0.67)  fee  per  pack  of  20  cigarettes.  This  fee  is  in  addition  to  all  other 
fees,  licenses,  or  taxes  except  the  manufacturer  is  not  required  to  place  funds  in  escrow 
under  Chapter  196  under  certain  conditions.  The  legislation  prohibits  the  use  of  moneys 
from  the  Trust  Fund  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state 
in  the  collection  and  enforcement  of  the  taxes  and  fees  imposed  by  this  section.  However, 
the  Directors  of  Public  Safety  and  Revenue  may  use  up  to  one  and  one  half  percent  of 
funds  for  additional  actual  cost  of  collection  and  enforcement  and  shall  use  one  percent  of 
the  funds  deposited  in  the  fund  to  employ  personnel  for  the  sole  purpose  of  criminal 
tobacco  enforcement  of  existing  state  laws  regarding  tobacco  products. 

Based  on  127.6  million  packs  of  non-participating  manufacturer  cigarettes  stamped  in 
Tax  Year  2014,  the  DOR  estimates  total  revenues  of  $85.5  million  per  year  as  a result  of 
the  equity  assessment  fee. 

The  DOR,  in  consultation  with  the  Director  of  Health  & Senior  Services,  must  determine 
if  the  taxes  imposed  have  caused  a reduction  in  the  consumption  of  tobacco  products  and 
the  resultant  funding  in  certain  funds  or  sales  taxes. 


Administrative  Impact: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  DOR  has  approximately  45  days  to 
implement  this  legislation  if  passed. 

Decal  order  forms  will  need  to  be  updated  and  notification  will  need  to  be  given  to  all 
cigarette  wholesalers. 

Currently,  cigarette  wholesalers  that  purchase  cigarette  stamps  on  a credit  basis  are 
required  to  have  a bond  in  place,  unless  they  have  met  the  requirements  to  be  released.  It 
is  unclear  if  increases  in  the  bond  amount  can  be  required. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Article 
IV  of  the  Missouri  Constitution  by  adding  four  new  sections. 

Section  54(a)  creates  the  Early  Childhood  Health  and  Education  Trust  Fund  (ECHET)  to 
replace  the  Coordinating  Board  for  Early  Childhood  Fund.  Monies  in  the  fund  will  be 
distributed  as  follows: 

• At  least  75%  for  grants  for  improving  the  quality  of  and  increasing  access  to 
Missouri  early  childhood  education  programs. 

• 10%  - 15%  for  grants  to  Missouri  hospitals  or  other  health  care  facilities  to 
improve  access  to  quality  early  childhood  health  and  development  programs. 

• 5%  - 10%  for  grants  to  provide  smoking  cessation  and  prevention  programs  for 
Missouri  pregnant  mothers  and  youth. 

Section  54(b)  renames  the  Coordinating  Board  for  Early  Childhood  to  the  Early 
Childhood  Commission  and  gives  them  authority  to  administer  and  make  grants  from  the 


Early  Childhood  Health  and  Education  Trust  Fund.  Services  provided  with  the  grant 
funds  may  only  be  provided  to  legal  U.S.  residents.  None  of  the  ECHET  funds  may  be 
used  for  anything  involving  abortion  services,  human  cloning  or  for  tobacco  related 
research.  The  Governor  is  responsible  for  appointing  three  citizens  representing  the  areas 
of  medicine,  business,  and  higher  education  to  the  Commission. 

Section  54(c)  imposes  a 30  mills/cigarette  ($0.60  per  pack)  tax  on  cigarettes  to  be  phased 
it  at  7 '/2  mills/cigarette  ($0.15  per  pack)  per  year,  from  January  1,  2017  through  January 
1,  2020.  Wholesalers  are  allowed  a 3%  reduction  on  the  purchase  of  tax  stamps.  In 
addition,  a $0.67  per  pack  equity  assessment  will  be  imposed  on  the  purchase,  storage, 
use,  consumption,  handling,  distribution  or  wholesale  of  each  package  of  cigarettes 
manufactured  by  a non-participating  manufacturer  as  defined  in  the  Master  Settlement 
Agreement.  The  state  is  allowed  to  use  up  to  1 !4%  of  the  collections  for  the  cost  of 
collection.  An  additional  1%  shall  be  used  by  the  Director  of  Public  Safety  and  the 
Director  of  Revenue  to  employ  personnel  for  criminal  tobacco  enforcement  of  existing 
state  laws.  No  ECHET  funds  may  be  used  for  lobbying  or  promotion  of  any  tax  increase 
or  other  state/local  prohibition  of  limitation  on  tobacco  products,  coupons,  or  promotions. 

Finally,  the  Departments  of  Revenue  and  Health  and  Senior  Services  must  annually 
determine  if  the  taxes  imposed  by  this  section  have  resulted  in  a decrease  in  the 
consumption  of  tobacco  products.  If  that  is  proven,  up  to  4%  of  the  monies  collected  shall 
be  distributed  from  the  ECHET  fund  to  political  subdivisions  and  then  to  the  other  funds 
negatively  impacted  by  the  tax  (Fair  Share  and  State  School  Moneys  Fund). 

FISCAL  IMPACT: 

In  calendar  year  2014,  there  was  $81.2  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  477.5 
million  packs  sold  in  Missouri.  Based  on  information  provided  by  DOR  of  those  477.5 
million  packs  sold,  127.6  million  were  sold  by  “non-participating  manufactures”  as 
established  by  the  Master  Settlement  Agreement.  OA  further  assumes  that  cigarette  sales 
have  a (0.8)  elasticity.  However,  there  is  no  way  to  truly  know  what  impact  these  tax 
increases  will  have  on  demand  due  to  smoking  cessation  efforts,  other  state  and  federal 
regulations,  and  the  increase  in  sales  of  e-cigarettes  and  other  substitute  products. 

Table  1 shows  OA  estimates  for  changes  in  revenue  caused  by  additional  taxes  on 
cigarettes,  less  the  3.0  percent  wholesaler  reduction  allowance  on  the  purchase  of  tax 
stamps.  OA  assumed  that  in  addition  to  the  7.5  mills  tax  increase  in  each  of  the  calendar 
years  2017  through  2020,  the  equity  assessment  fee  would  be  $0.67  in  2018,  $0.69  in 
2019,  and  $0.71  in  2020. 


Table  1:  Revenue  changes  due  to  increased  cigarette  taxes,  by  fiscal  year 


2017 

2018 

2019 

2020 

2021 

Revenue  gain  from  increased  excise  tax* 

Participating  Manufacturers 

$24.0 

$70.9 

$115.5 

$158.0 

$178.7 

Non-Participating  Manufacturers 

$8.8 

$58.6 

$107.0 

$121.4 

$128.4 

Early  Childhood  Health  and  Education  Trust 
Fund 

$32.8 

$129.5 

$222.5 

$279.4 

$307.1 

Revenue  loss  from  lower  demand 

Health  Initiatives  Fund 

($0.5) 

($2.4) 

($4.2) 

($5.0) 

($5.4) 

State  Schools  Money  Fund 

($1.1) 

($5.3) 

($9.4) 

($11.2) 

($12.1) 

Fair  Share  Fund 

($0.5) 

($2.4) 

($4.2) 

($5.0) 

($5.4) 

Revenue  loss  from  reduced  sales  tax 

GR 

($0.8) 

($3.1) 

($5.4) 

($6.7) 

($7.4) 

School  District  Trust  Fund 

($0.3) 

($1.0) 

($1.8) 

($2.2) 

($2.5) 

Local  Sales  Tax 

($1.1) 

($4.4) 

($7.6) 

($9.5) 

($10.4) 

figures  in  $ million 

* Accounts  for  the  3%  wholesaler  reduction  allowance  on  the  purchase  of  tax  stamps. 


This  proposal  will  have  a fiscal  impact  on  the  Departments  of  Public  Safety,  Revenue  and 
Health  and  Senior  services.  OA  defers  to  those  departments  for  the  specific  impacts  of 
implementing  the  proposal. 

This  proposal  will  have  no  impact  on  OA. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 


appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  direct  fiscal  impact  is  anticipated  if 
this  proposal  is  adopted,  however,  the  City  Health  Department  may  qualify  to  compete 
for  grant  funds  under  proposed  Section  54(a)l.c. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  there  is  no  fiscal  impact  on  their 
university  for  this  petition. 

Officials  from  the  St.  Louis  Community  College  indicated  they  do  not  believe  this  will 
have  a negative  fiscal  impact  on  their  institution. 


Edward  Greim  provided  the  following  infonnation  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


November  30,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-152 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $127  million  to  $298  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $298  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.60  per  pack  over  the 
course  of  4 years  and  would  also  immediately  increase  the  tax  on  non-participating  manufacturer 
cigarettes  by  67  cents.  By  conservative  estimates,  those  tax  increases  would  raise  approximately 
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$127  to  $298  million  in  new  state  revenue  to  improve  early  childhood  health  and  education 
programs  and  certain  smoking  cessation  programs.  New  state  revenue  is  the  amount  of  additional 
new  revenue  over  the  first  full  year  after  the  effective  date  and  increases  as  the  tax  is  phased-in. 
The  state  will  collect  less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all 
cigarettes  and  other  tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective 
date.  This  fiscal  projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8, 
even  though  the  weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the 
price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  the  same  public  health  benefits  or  cost  savings  because  the  cigarette  companies  can 
easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts,  coupons, 
and  other  promotional  discounting. 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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3534  Washington  Ave 
St.  Louis,  Missouri  63103 


November  30,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 60  cent  to  $1.27  increase  in  Missouri’s  cigarette 
tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular 
the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 60  cent  to  $1.27 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  non-participating  manufacturer  cigarettes  as  it  does  for  cigarettes,  generally,  it 
is  my  opinion  that  the  resulting  collection  estimate  would  be  conservative  but  appropriate. 
Further,  media  reports  indicate  that  the  percentage  of  non-participating  manufacturer  cigarettes 
sold  in  Missouri  is  approximately  20%.  If  the  Office  of  Administration  decides  to  assume  that 
19%  of  the  total  cigarettes  sold  in  Missouri  are  non-participating  manufacturer  cigarettes,  I 
believe  that  figure  would  be  conservative  but  appropriate. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  an  immediate  67  cent  cigarette  tax  increase  on  nonparticipating  manufacturers  will 
result  in  approximately  58  million  dollars  of  revenue  in  calendar  year  2017;  56  million  dollars  of 
revenue  in  calendar  year  2018;  54  million  dollars  of  revenue  in  calendar  year  2019;  and  52 
million  dollars  of  revenue  in  calendar  year  2020. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  60  cent  cigarette  tax  increase  will  result  in  approximately  68.7  million 
dollars  of  revenue  in  calendar  year  2017.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  132  million  dollars  of  revenue  in  calendar  year  2018.  I estimate  that  the  cigarette 
tax  will  result  in  approximately  191  million  dollars  of  revenue  in  calendar  year  2019.  I estimate 
that  the  cigarette  tax  will  result  in  approximately  246  million  dollars  of  revenue  in  calendar  year 
2020.  The  approximate  total  tax  revenue  collected  in  each  year  is  calculable  by  adding  the 
figures  in  the  previous  two  paragraphs. 

These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  There  may  be 
a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to  lags  associated 
with  the  implementation  and  collection  of  taxes.  Further,  I assume  that  the  tax  on  non- 
participating manufacturer  cigarettes  does  not  have  an  independent  effect  on  cigarette  sales. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Health  and  Education  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  offset  by  funds  allocated  by  the  proposal  to  local 
governments.  By  any  reasonable  estimate,  4%  of  the  Early  Childhood  Education  and  Health 
Trust  Fund  will  exceed  the  decrease  in  revenue  associated  with  local  tobacco  taxes  and  local 
sales  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result  local  revenue  from  the 
transfer  of  funds  to  localities  with  local  tobacco  taxes  and  local  sales  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 


/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri,  and 
Metropolitan  Community  College. 

Fiscal  Note  Summary 

When  cigarette  tax  increases  are  fully  implemented,  estimated  additional  revenue  to  state 
government  is  $263  million  to  $374  million  annually,  with  limited  estimated 
implementation  costs.  The  revenue  will  fund  only  programs  and  services  allowed  by  the 
proposal.  The  fiscal  impact  to  local  governmental  entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kandhr 

Secretary  of  State 
State  of  Missouri 
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NOV  2 0 2015 


STATE  AUDITORS  OFFICE 


Elections  division 
(573)751  2301 


November  20,  2015 


16~K5l 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  178(2016-151) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  November  20,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Ineormation  Center 
600  w.  Main  Street  • Jeeeerson  City  65101 
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County  . 


Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560,021,  RSMo,  to  the  contrary.  (6 
imprisonment  nol  to  exceed  one  year  in  the  county  jail  or  a line  nol  to  exceed  ten  thousand  dollrns  or  both,  for  anyorf 
initiative  petition  with  any  nnme  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  tlnn  once  For  the  same 
measure  for  the  same  election,  or  In  sign  » petition  when  such  person  knows  he  or  she  is  not  a registered  voter, 


RECEIVED 

V 20  AH  9=48 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


wfofsec.  OF  STATE 

Wc,  the  undersigned,  registered  voters  of  the  State  of  Missouri  ami County  (or  City  jFf.St  Louis), 

respectfully  order  that  the  following  proposed  amcndmonl  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  I have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and - County  (or 

city  of  St.  l-ouis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 

““ «*»> Ftniio, 0 * ' r Kcr^p  By  -rh  fc  moTBH' V-AVS. 

(A r\J*fr*L.C  ' I 


XO[ 

T° 


o A/hjuv7:f ^ 

I 01/  LWW  y - 

(3,  77  It  T**  pvhl'C-  Cv  fa/itryrfj*  (ly 
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7 O A'0 
CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF - 

I being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

iiGNin 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Tow n or  Village) 

ZIP 

CODE 

COWCIL 

OUT 

1 in  & 

NAME? 

(Printed  or  Typed) 

1 

. 

X 

2. 

3. 

J. 

4 

4. 

3 

5. 

6. 

6. 

7. 

7. 

8 

8 

9. 

9 

to 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and .....County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  l HAVE  NEVER  BEEN  CONVICTED  Of.  FOUND  GUILTY  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY 

1 nm  at  least  18  years  of  age.  1 do do  noi (check  onu)  expect  to  be  paid  tor  circulating  thi*  petition  If  paid,  list 

the  payer;  


Sitftttlurd  of  Afllnnt 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


AiWrtiS  or  Afliar1t 

Subscribed  and  sworn  to  before  me  Ibis  day  of  A.D 


Signature  of  Notary 


Noinrv  Public  (Seal) 

M>  commission  expire 


Address  of  Notary 


James  C.  Kirkpatrick 
St ati  Information  Center 
(573)751  4936 


Jason  Kandkr 

Secretary  of  State 
State  of  Missouri 


D u gbi:  St  '*7  Jaw 

NOV  1 9 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573) 751  2301 


November  19,  2015 


lG 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lisa  Pannett  regarding  a proposed  constitutional  amendment  to 

Article  1(20 16- 1 50) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Lisa  Pannett  on  November  19,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Cente  r 
600  w.  Main  Street  • Jefferson  City  65 1 o l 
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Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,'RSMo,  to  the 
contrary,  for  a tenn  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or 
knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a 
petition  when  such  person  knows  he  or  she  is  not  a registered  voter.  RECEIVED 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


K/OV1  9 iM5 

MO.  SECRETARY  OF  STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or 

city  of  St.  Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be 
submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  8,h  day  of  November.  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  pet  ition.  1 

am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  ot;  village  in  which  I live  are  correctly  written  after  my 
name. 


(Official  Ballot  Title) 

CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


f,  . being  first  duly  sworn,  say  (print  or  type  names  of  signdrs) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

. ■■  ■ jgpt  . ■ . - ... 

2. 

3. 

- - .. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

• 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence.  1 
believe  that  each  has  staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and 
that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and Cour 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL 
STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN 
CONVICTED  OF,  FOUND  GUILT  Y OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer ■ _______ 

Signature  of  Affiant 
(Person  obtaining  Signatures) 


(Printed  Name  of  Affiant) 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be 
amended: 


Article  1 is  amended  by  adding  one  new  section,  to  be  known  as  section  35,  to  be 
read  as  follows: 

Section  35.  The  state  of  Missouri  shall  not  accept  refugees  from  Syria. 


j.. 

ftlCSiSVED 

NOV  - 9 2015 

state  auditors  office 

James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 

Jason  Kander 

Secretary  of  State 
State  of  Missouri 

Elections  Division 
(573)751  2301 

November  9,  201 5 

16.-W 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  32  (2016-149) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  9,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis],  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8f>  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  City  flfjSt.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  - - 

C"  - _ — 

i * **  t 

' C3  -ri 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


vj3 

-O 

O 


I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 
Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1, 2,  3.  and  4 to  read  as  follows: 

Article  XIV 

Section  1. 


L No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence. 
Notwithstanding  the  foregoing,  this  subsection  shall  not  be  construed  to  prevent  any  public 
official  from  accepting  contributions  to  political  committees  under  his  or  her  control, 
consistent  with  this  article  and  applicable  law,  accepting  informational  materials  such  as 
books,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official  regarding  his 
or  her  official  duties,  or  accepting  items  that  are  available  or  distributed  free  of  charge  to 
members  of  the  general  public,  or  accepting  food  or  beverage  provided  at  a widely  attended 
event  that  includes  at  least  twenty  five  private  persons  and  relates  to  the  official’s  duties. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  Notwithstanding  the 
foregoing,  this  subsection  shall  not  be  construed  to  prevent  a lobbyist  from  delivering  to  a 
public  official  any  contribution  to  a political  committee  under  the  control  of  that  public 
official,  consistent  with  this  article  and  applicable  law,  deliverin g any  informational  materials 
such  as  books,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official 
regarding  his  or  her  official  duties,  or  items  that  are  available  or  distributed  free  of  charge  to 
members  of  the  general  public,  or  delivering  food  or  beverage  provided  at  a widely  attended 
event  that  includes  at  least  twenty  five  private  persons  and  relates  to  the  official's  duties. 
However,  no  lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist 
principal  shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a 
public  official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  reg istering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both . 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
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either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempt ing  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natura I 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
i influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coord inating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providi ng  research  on  issues  or  opposition  background,  coordinating,  producing  o_r 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  2. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned,  lnaddjtionto 
other  campaign  contribution  lim  itations  or  restrictions  provided  for  by  law  and  unlessjgcaj 
charter  or  ordinance  provides  for  a lower  contribution  limit  tor  a local  office,  the  amount_ol 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  follo_wing: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  ot  state^ 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  Jiundred  dollars., 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousandjdollars; 

(3)  To  elect  an  individual^)  the  office  of  state  representative,  one  thousand  dollars;_and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  applyjo  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  s hall  be  the  contijbulLoiliimits  prescribgdjn_this 
section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  ethics 
rnm mission  nr  its  successor  agency,  on  the  first  day  of  Januaxyjn  each  even mumbered  veai  by 
multiplying  the  base  year  amount  by  the  cumulative  consum^pmejndex^ndj^ 
nearest  twentv-five-dollar  amount,  for  all  years  aft^  JanuajxLLjOI^ 

2 . No  contribution  to  a can  didate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  o n contributi ons  imposed  in  this  secti on , 

3.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with_the 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  jhat  may  be 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  thatjg^at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committee 
t hat  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primarily  tunded  by 
a single  person,  individual,  or  other  committee”  when  the  committge^rgan^ 

more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 

committee. 

4.  No  contribution  to  a candidate  for  public  office  sTalLbejniade  or  accepted,  directly  or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  acjual  source  of  the 

contribution. 

5 If  a payment  for  a covered  communication  for  a candidatejbr  public  offiee_is  made  by:  a 
person  who  is  a coordinated  spe nder  with  respect  to  the  candidate,  the  payment  o r 
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expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

6.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  quali fy  as 
a contri bution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

7.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

8.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  com mittee  for  the  purpose  of  supporting  or 
opposing  the  nomi nation  or  election  of  any  candidate  for  public  office  or  for  paving  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee: 

C.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obi igation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 
previously  incurred,  or  which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeti ng  purposes  which  is  made  available  regularly  to  the  publ i c, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  fo r 
similar  purposes  on  the  same  conditions: 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee;  or 
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L Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 


(b)  "Contribution”  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given; 

b . An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
P I ans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate's  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provi de  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(fh  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, .rgfluestedj 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidateor 
committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issueUhataffect 
the  spender  nr  discusses  campaign-related  issues  withjhecandjdate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b,  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and,  without  the  candidate  s prionknow  ledge , 
uses  that  material  in  the  communication; 

c^  The  person  made  contributions  to  the  candidate; 

d The  person  unilaterally  communicates  to  the  candidate  the  intent  to  makg_a 
communication,  hut  does  not  discuss  or  negotiate  the  communication  with_thg 
candidate: 

The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle, 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  cand i date  committee  of  a 
candidate,  a person  for  which  any  of  the  fol lowing  applies: 

fat  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of.  or  with  the  encouragement  of,  the  candtdalgjjrcajtdidate  committee,  or  agents 
of  the  candidate  or  candidate  committee. 

(bt  The  candidate  or  the  candidate  committee  or  agents  of  the_cand_idate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  actjvity_gn  thejjerson's  behalf  during 
the  election  cycle  involved,  including  hv  providing  the  person  with  names  of  potential  donors 
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or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
con sultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  enti tv.  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  anv  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination . 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  bcnefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(gt  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  ^‘defeat”,  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate:  or 

b . Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

Lb)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Election",  any  pri m a ry.  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization. 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party,  or  any  other  club  or  organization  however  constituted . For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person . 

10,  Any  violation  of  this  section  shall  be  punishable  by: 

( I ) For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 

thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions . 

Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official’s  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
d ecisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  w ith  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-149) 

Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  November  9,  2015) 


Date 


November  30,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  fiscal  impact 
for  their  college. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  have  determined  there  will  be  a limited  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
a fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  the  general 
assembly,  the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official 
or  the  general  assembly,  a department/division  director  of  the  executive  branch,  or  local 
elected  officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  and  State  Technical 
College  of  Missouri. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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Jason  Kander 


James  C.  Kirkpatrick 

STATE  INFORMATION  CENTER 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  9,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII.  version  31  (2016-148) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  9,  201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick.  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County  _ 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for;their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  l£flve  personally 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and  County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

jj. 

-O 

[Official  Ballot  title] 

crt 

o 


CIRCULATOR  S AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  18  to  read  as  follows: 

Article  VII 

Section  15. 


JL  No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  sol icit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assemb ly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  j udicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shal I accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence. 
Notwithstanding  the  foregoing,  this  subsection  shall  not  be  construed  to  prevent  any  public 
official  from  accepting  contributions  to  political  committees  under  his  or  her  control, 
consistent  with  this  article  and  applicable  law,  accepting  informational  materials  such  as 
books,  reports,  pamphlets,  calendars,  or  periodicals  inform i ng  the  public  official  regarding  his 
or  her  official  duties,  accepting  items  that  are  available  or  distributed  free  of  charge  to 
members  of  the  general  public,  or  accepting  food  or  beverage  provided  at  a widely  attended 
event  that  includes  at  least  twenty  five  private  persons  and  relates  to  the  official’s  duties. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchas ing  officer,  or  to  any  locally  elected  government  olficial.  Notwithstanding  the 
foregoing,  this  subsection  shall  not  be  construed  to  prevent  a lobbyist  from  delivering  to  a 
public  official  any  contribution  to  a political  committee  under  the  control  of  that  public 
official,  consistent  with  this  article  and  applicable  law,  delivering  any  informational  materials 
such  as  books,  reports,  pamphlets,  calendars,  or  periodicals  informing  the  public  official 
regard! ng  his  or  her  official  duties,  items  that  are  available  or  distributed  free  of  charge  to 
members  of  the  general  public,  or  delivering  food  or  beverage  provided  at  a widely  attended 
event  that  includes  at  least  twenty  five  private  persons  and  relates  to  the  official N duties. 
However,  no  lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist 
principal  shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a 
public  official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
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either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official , 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

" Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  pa  id  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  po  1 1 ing, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  producti on,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  16. 


1 . Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  i n this  subsection . 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limitsjyrescrihed  in  this 
section  on  January  1 , 2017.  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  .ethics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  even-numbered  .year  by 
multiplying  the  base  year  amount  by  the  cumulative  consumer  price  i ndex  and  rounded  to  the 
nearest  twentv-five-dollar  amount,  for  all  years  after  January  1 , 2015^ 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intentjo 
circumvent  the  limitations  on  contributions  imposed  in  this_sgctiom 

3.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  wjthjhe 
intent  to  circumvent  the  contribution  I imits  imposed  in  this  section,  one  factor  that  mayj?g 
considered  is  whether  the  contribution  is  received  from  a com mittee  or  organ ization  that  is,_at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  coni  mittee 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contri b ution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primarily  funded  by 
a single  person,  individual,  or  other  committee”  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  i ndividual,  or  other 
committee. 

4 . No  contribution  to  a candidate  for  public  ofFice  shall  be  made  or  accepted,  directly_or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to,  or  with  the  intent  to.  conceal  the  identity  of  the_actualjsource  of  the 
contribution. 

5.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by_a 
person  who  is  a coordinated  spender  with  respect  to  the  can  d i d ate  ,t  he_pay  men  tor 
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expenditure  shall  be  deemed  to  have  been  authorized,  req nested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

6.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall_gualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

7.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  li mits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

8.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

( 1 ) "Candidate",  an  indi vidual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  pu bli c office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise: 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  comm  it  tee 
previously  incurred,  or  which  was  received  by  a candidate  committee: 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  ca n didates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions: 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested. 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee;  or 
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L Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candi date  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given: 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determin ing  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-c ampaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to_suppojiafinding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authonzedJj^guested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidatejru t does  not 
communicate  with  the  candidate  regarding  the  communication: 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release^ 
or  similar  materi  al  from  t he  candidate  a nd.  without  the  candidate  s.pr.i  or  know  I ed  ge , 
uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate: 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  cand idate  prior  to  the  current  election  cycle, 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidatg_committee.ot_a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the_rgquest  or 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  cand idate  committee^ 

(bt  The  candidate  or  the  candidate  committee  or  agents  of  the_candjdate  or  candidate 
committee  solirit  funds  or  engage  in  other  fundraising  activity  on  the  person^  behalf  during 
the  election  cycle  involved,  including  bv  providing  the  person  with  names  of  potentiaLdonors 
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or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(df  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established. 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 
"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  u n der  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(D  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat",  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  indiv i d ual.  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization. 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  pol itical  party . or  any  other  club  or  organ ization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(I)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 

thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions , 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 


Section  17- 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
i nterfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 

Section  18. 


If  any  provision  of  sections  15,  16,  or  17  of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-148) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  November  9,  2015) 


Date 


November  30,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  fiscal  impact 
for  their  college. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  have  determined  there  will  be  a limited  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
a fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  the  general 
assembly,  the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official 
or  the  general  assembly,  a department/division  director  of  the  executive  branch,  or  local 
elected  officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  and  State  Technical 
College  of  Missouri. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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STATE  AUDITORS  OFFICE 


NOV  ‘ 9 2015 


Jason  Kandkr 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  9,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  30  (2016-147) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOLENER  LIBRARY 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  tfifeir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

CO 

~o 

[Official  Ballot  title]  Fo 

UD 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


|_ , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Snhsrrihpd  and  sworn  to  before  me  this 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to.be  known  as 
Article  VII  Sections  15,  16,  17,  and  1 8 to  read  as  follows: 

Article  VII 

Section  15. 


1 . No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  ottice 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  pub  lie  official  from  accepting  contributions 
to  politica I committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  p ublic  official  or  committee  controlled  by  the  pub  lie  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal . 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  otticer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  I his  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a polit i cal  committee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly:  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 


1 


I (p-K-1'7 

person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  16. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  one  thousand  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  hundred  fifty 
dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limits  prescrjbedinjhis 
section  on  January  1 . 2017,  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  ethics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  eve n- numbered  year  by 
multiplying  the  base  year  amount  by  the  cumulative  consumer  price  index  and  rounded  to  the 
nearest  twentv-five-dollar  amount,  for  all  years  after  January  1 , 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  i ntent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may  be 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  that  is,  at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committee 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primari ly  funded  by 
a single  person,  individual,  or  other  committee”  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  s ingle  person,  indiv i d ual,  or  other 
committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted^directfym; 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
i n such  a manner  as  to,  or  with  the  i ntent  to.  conceal  the  identity  of  the  actual  source  jjf  ihe 
contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by_  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  paymentor 


2 


IG'HH 

expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  w ith  the  candidate  and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  comm i ssion.  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acq uiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  secti oil 

9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  build ing  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candi date  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodgin g.  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 
previously  incurred,  or  which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee;  or 
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L Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  t he 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given: 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds: 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candi date  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 1 i nd ing 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested^ 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  Acandidate_or 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that_alTect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge, 
uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intentjontatea 
communication,  but  does  not  discuss  or  negotiate  the  commun i cation  with  the 
candidate: 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  wjLO_rendergd 
services  to  the  cand i date  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  requestor 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  comm ittee. 

( ht  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  fu n ds  or  engage  in  other  fundrais ing  activity  on  the  person  s behalt  d uring 
the  el ection  cycle  involved,  including  by  provi d ing  the  person  with  n antes  of  potential,  donors 
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or  other  lists  to  be  used  by  the  person  in  engaging  m fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 

(c-)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  standsfor 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  bv  the  candidate  or  candidate  com mittee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d1)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
d irected,  or  managed  bv  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

Oa n affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  bv.  or  is  under  common  control  with  the 
business  entity. 

(e1)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  thecandidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  vv hich  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

£b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6t  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association . political  party,  or  any  other  club  or  organization  however  constituted^For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

I 1 . Any  violation  of  this  section  shall  be  punishable  by: 

QJ  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 

thousand  dollars  or  both,  plus  an  amount  eci ual  to  three  times  the  illegal  contri butions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 


Section  17- 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  cond uct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  18. 


If  any  provision  of  sections  15,  1 6,  or  1 7 of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-147) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  November  9,  2015) 


Date 


November  30,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  fiscal  impact 
for  their  college. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  have  determined  there  will  be  a limited  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
a fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  the  general 
assembly,  the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official 
or  the  general  assembly,  a department/division  director  of  the  executive  branch,  or  local 
elected  officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  and  State  Technical 
College  of  Missouri. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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STATE  auditors  office 

James  C.  Kirkpatrick 
State:  Information  Center 
(573)751  4936 

Jason  Kander 

Secretary  of  State 
State  of  Missouri 

Elections  Division 
(573)751  2301 

November  9,  2015 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  29  (2016-146) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  KirktatrickState  Information  Center 
600  W.  Main  Street  • Jeeeerson  City  65101 

administrative:  Rules  • business  Services  • elections  • publications  • Securities  • state  Archives  • state  library  • wolener  library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of^St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


I 

-q 

Fq 


I being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  18  to  read  as  follows: 

Article  VII 

Section  1 5. 


1.  No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  I ocallv  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobby ist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  em  ployees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assem b ly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executi  ve  branch  of  government  or  by  any  elected  or  appointed  officia  1 . 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
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person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
comm ittee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinat ing  campaign  staff  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coord  mating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  16. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  1 imit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  applYjo_anxBerson 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limjit^resj^b^.jtiihis 
section  on  January  1 , 2017.  Contribution  limits  set  forth  herein  shall  be  adjustedby  the  ethics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  jn  each  eycmnumbeiMjearby 
multiplying  the  base  year  amount  bv  the  cumulative  consumer  price  index  and  rounded  to  the 
nearest  twentv-five-dollar  amount,  for  all  years  after  January!  ,2015. 

2 . No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4 In  determining  if  a contribution  to  a candidate  for  public  olhce  is  made  or  accepted  witjvthe 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may  bg 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  that  is,  at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committee 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organi  zation  is  “primarijyj  uncled  by 
a single  person,  individual,  or  other  committee'’  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  indi  vidual,  oxpjher 
committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  be  made_or  acccptcd^_fli rectly  oi 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  throujdLanother  person 
in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  w ith  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  marie  in  cooperation  with  the  candidate  and  constitutg_a_c.ontributipii . 
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Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 


8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a con t ribution  pursuant  to  this  section. 


9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 

fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 


10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  Finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  p u rpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paving  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anythi ng  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 
a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  public  office; 
lx,  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise: 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  com mittee 
previously  incurred,  or  which  was  received  by  a candidate  committee: 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public. 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions: 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee;  or 

L Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic. 
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or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  ol  themselves  to  support,  a finding 
that  a payment  or  expenditure  bv  a person  for  a communication  is_authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidMe^buLdogsjlQt 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release^ 
p>r  similar  material  from  the  candidate  and,  without  the  candid^tg^jm^kjimyledg^ 
uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  d iscuss  or  negotiate  the  comjnunication  with  the 
candidate: 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candi  date  prior  to  the  current  electioncycje^ 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate^ommiMejjfa 
candidate,  a person  for  which  any  of  the  following  applies: 

tal  The  person  is  directly  or  indirectly  formed  or  estabjishedby_gr  at  the  requestor 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  comrniltee,  or  agents 
of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candid^e_orcandjdatg 
comm  i ttee  solicit  funds  or  engage  in  other  fundraising_activity.  on  t h eperso  n 's  _be  ha  If  d u ring 
the  election  cycle  involved,  including  bv  providing  thej^on_^hjiames  of  potgntial_dpnors 
or  other  lists  to  be  used  bv  the  person  in  engaging  in  fundraisjngjtctivity,  regardle_sg_of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(ct  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  i s controlled  by.  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  o r before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
mem bers  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  livers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Election",  any  p rimary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  comm ittee.  proprietorship,  joint  venture,  institution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party,  or  any  other  club  or  organization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  consti tute  a single  person. 

I 1 . Any  violation  of  this  section  shall  be  punishable  by: 

( 1 ) For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 

Section  1 7. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  empl oyees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  indi  viduals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  ot  up  to  one  thousand  dollars  or 
both. 


Section  18. 


If  any  provision  of  sections  15,  16,  or  17  of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-146) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  November  9,  2015) 


Date 


November  30,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  fiscal  impact 
for  their  college. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  have  determined  there  will  be  a limited  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
a fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  the  general 
assembly,  the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official 
or  the  general  assembly,  a department/division  director  of  the  executive  branch,  or  local 
elected  officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  and  State  Technical 
College  of  Missouri. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


NOV  " 9 2015 


STATE  AUDITORS  OFFIC 


Jason  Kander 


James  C.  Kirkpatrick 
State  information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  9,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  28  (2016-145) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I haye  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  ofjrSt  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and ___  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires  


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  18  to  read  as  follows: 

Article  Vll 


Section  15. 

K No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  offic ial  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  term  ination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  servin g as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  offi cial  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  com mittee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materi als  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 

I obbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contri bution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  act i on  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof:  or  any  natural 
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person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  16. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  five  thousand  four  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven  hundred 
dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  s ubsection . 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limits  prescribed  in  this 
section  on  January  1 , 20 17.  Contribution  limits  set  forth  herein  shall  be  adjusted  byjhe  ethics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  i n each  even-numbered  year  by 
multiplying  the  base  year  amount  by  the  cumulative  consumer  price  index  and  rounded  to  the 
nearest  twenty-five-dollar  amount,  for  all  years  after  January  1 , 20  ljL 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the 
i ntent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may  be 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  that  is,  at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committeg 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primarilyjimded.  by 
a single  person,  individual,  or  other  committee”  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly_or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  OLthrpughanothe^ 
in  such  a manner  as  to.  or  with  the  intent  to.  conceal  the  identity  ofjhg_actual  source  of  the 
contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  public  officejMilMgJ>y  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 


2 


IG>-H5 

expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contri budon. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

8 . In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
ro  utinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

( 1 ) "Candidate". an  individual  who  seeks  nomination  prelection  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  ind ividual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specilic 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
cand idate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person . other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 
previously  incurred,  or  which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  cand  i date  committee;  or 
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Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candi date  comm  ittee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt: 

c.  Interest  earned  on  deposit  of  candidate  committee  funds: 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c~)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed: 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(dt  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,reflugsied, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candjdateor 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policyjssues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication! 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge. 
uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  whorendergd 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committeeofa 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
s uggestion  of,  or  with  the  encouragement  of.  the  can  didate  or  candidate  committee'  or  agents 
of  the  candidate  or  candidate  committee. 

(hi  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candid.ate 
committee  solicit  f unds  or  engage  in  other  fundraising  activity  onihe  person  s beh a 1 f during 
th e election  cycle  involved,  including  by  providing  t he  person  with  n a mes  of  potgn tial  donors 
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or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  acti.vjt^rggardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media, or fundrajsjng^vdseror 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directj Y_QT 
indirectly  controlled  by  the  candidate  or  candidate  committee , or  has  held  a formal  position 
with  a title  for  the  cand idate  or  candidate  committee. 

(dt  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  ofa 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  man agement  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

" an  affiliate  of  a business  entity"  means  any  busi ness  entity  that  directly,  or  indirect YJhrough 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  positjoiywith 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(Q  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  cand i date  committee. 

(gf  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5f  ‘"Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  ofa  general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

(b)  Is: 

a,  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Electi on",  any  p ri m ary,  general  or  special  electi on  held  to  nom inate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
ofa  political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  in stitution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party , or  any  other  club  or  organization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

1 1 . Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 

thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 


5 


IGr-H 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 

Section  17. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creatine  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  18. 


If  any  provision  of  sections  15,  16,  or  1 7 of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-145) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  November  9,  2015) 


Date 


November  30,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  fiscal  impact 
for  their  college. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  have  determined  there  will  be  a limited  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
a fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  the  general 
assembly,  the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official 
or  the  general  assembly,  a department/division  director  of  the  executive  branch,  or  local 
elected  officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  and  State  Technical 
College  of  Missouri. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


RECEIVED 

NOV  0 5 2015 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


November  5,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  27  (2016-144) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOLFNER  LIBRARY 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I hay^personaily 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  i»Liouis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


po 

r\5 


STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

• 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 


or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

if  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


I (j)~  t4f"l 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  E The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 

Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possib  1 e the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewi de  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewi  de  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

T_Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court_ol_ 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7._L  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  ot 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  tiling  by  the  commission  ol  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2/The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  d istrict-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  L_No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  asa 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shaft 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up_to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate^ 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  .be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by_ajgrm 
of  imprisonment  of  up  to  four  years  and  the  imposition  ot  a line  of  up  to  five_thousand 
dollars  or  both. 


4,  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  ordefeatol 
anv  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination^ 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  anv  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts^  lor  the 
purpose  of  attempting  to  influence  anv  purchasing  decision  by  the  judicial  branch  of 
government  or  by  anv  elected  or  appointed  official  or  any  employee  thereof;  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  intluence  any 
action  by  a locally  elected  government  official. 

Section  1 6(at.  1.  No  senator  or  representative  or  their  employees  or  staff  shall_accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  vajug 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff'  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

‘'Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

1.  Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty 
dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 , 2017.  Contribution  lim its  set  forth  herein  shall  be 
adj usted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  J anuary  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intentto 
circum vent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded_by_a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  jnadg^fJiccepted,, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  anothecpenjOTk  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  i ntent  to,  conceal  the 
identity  of  the  actual  source  of  the  contri button. 

6^  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  i_s 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized, — requested,, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with. the  candidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

g In  no  circumstance  shall  a candidate  be  found  to  have  violated  1 imits  on  acceptance  ol 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  i ndicate  acceptance  of  or  acquje_scencg_to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

( 1)  "Candidate”,  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
hv  the  individual's  political  party  for  election  to  the  house  or  .senate  or  as  an 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  val ue  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a cand i date 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  com mittee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  cand idate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

jg  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 
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b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate's 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  samg 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themsel  ves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is^uthorjzgd^ 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  madgjjimoperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate^  but 
does  not  commu nicate  with  the  candidate  regard i ng  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,. pre_s_g 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d:  The  person  unilaterally  communicates  to  the  candidate  the  intgnjLtpjriakg^a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  poljsterwhp 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(41  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candi  date  committge_ofa 
candidate,  a person  for  which  any  of  the  following  jy^phes: 

(at  The  person  is  directly  or  indirectly  formed  or  established^  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of.  the  candidate  or  candidate  committee^  01 
agents  of  the  candidate  or  candidate  committee. 

(ht  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person^behaif 
during  the  election  cycle  involved,  including  by  providing  the  personjyjtiuLames^of 
potential  Honors  or  other  lists  to  be  used  by  the  person  in  engaging  in  Jundraisjng 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(cl  The  person  is  established,  directed,  or  managed  by  amLPerson  who^dunn^lhe 
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two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  manageme nt  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a forma  1 advisory  or  policy-making  positi on 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(Q  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “•oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate:  or 


b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 


(b) Isi 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  livers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7^  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
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however  constituted.  For  purposes  of  t his  def inition , al I committees  pf_JL_political 
party  shall  constitute  a single  person. 

K).  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment .oLueJofoui 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  phisjin 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(ei.  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candijgtg^ 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  bv  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a Fine  ofupjo 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  anv  provision  of  sections  12.  16(a).  19.  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remajnder_of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-144) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  will  be  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 


Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 


reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 


City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


RECEIVED 

NOV  0 5 2015 

STATE  AUDITORS  OFFICE 


James  C.  Kirkpatrick 
State  Information  Center 
(573 ) 751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


November  5,  2015 


Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  26  (2016-143) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I h5vd  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  ofSti  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name.  rJ5 


[Official  Ballot  title]  lj; 

ro 
r o 

CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  I RUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  _L  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  lor 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  ol  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  ol  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  ol  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary'  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competiti veness,  treating  similarly-si tuated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distrib uted  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  trom  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  bv  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  bv  the  number  ot  scats 
gained  bv  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary'  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  ol  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  ol  the  appellate  courts  of  the  state  ol  Missouri  by  the 
stale  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  ol  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Tjiach  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.J.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  often  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  ot  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  ol  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  ol  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organic  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  ol 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  ol 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  bv  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  live  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  bv  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
rcapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  j.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  olfice  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the_session 
ofThe  general  assembly  in  which  the  member  or  employee  last  served.  When  airy  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated_and  shaft 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition,, 
any  violation  of  this  subsection  shaft  be  punishable  by  a term  ot  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both, 

T_No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shaft  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  orjxfticU  prospective  eniployers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shaft  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  ol  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 

4.  For  purposes  of  this  section,  the  term  "lobbyist^'  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination. 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  exccutiye 
branch  of  government  or  by  any  elected  or  appointed  oliicial.  employee^  department. 
division,  agency  or  board  or  commission  thereoft  or  any  natural  person  who  acts  lor  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  thejudjcjal  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thercot,  or  anv 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  1 6(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directlv  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  ol  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  arc  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  tufts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission.,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative. 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

‘•Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill- 
appropriation^  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session:  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  cither  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to.  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual's  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrati ve  remedy  provided  for  by  pol i cv  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

1.  Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  bv  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1 . 20 1 5, 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
arc u invent  the  li m i tations  on  cont ributions  i m posed  in  t h is  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  I n determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender jyjth  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  reguested, 
suggested,  or  fostered  bv  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7 . Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  I i m its  on  acceptance  ol 
contributions  if  the  ethics  commission,  its  successor  agency^  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or_acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section . 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(_!_)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
hv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 
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(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  lor  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  tiling  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  pu rposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  anv  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  eandidate 
committee;  or 

i.  Any  payment  or  expenditure  for  anv  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  anv  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  eandidate  or 
candidate  committee  or  agents  of  the  candidate  or  eandidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  thei r time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given: 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 
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c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

tL  The  internal  dissemination  bv  any  membership  organization,  proprietorship. 
labor  organization,  corporation,  association  or  other  entity'  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members. 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate's 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate's 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation. 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate. 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  thems e 1 ves  to  s u pport  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the^andiclate 5 but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  Thejerson  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  wjth_thg 
candidate; 

e . T lie  pe  rson  e m ploys  or  contracts  with  a politica  1 consu  1 tan  tor  po  lister  w h o 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle, 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidatg_corpmittee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by_or  at  the  requesLPr 
suggestion  of,  or  with  the  encouragement  of.  the  candidate  or  candidate  committge^or 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candkkite  committee  oryagents_of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  persons  behalf 
during  the  election  cycle  involved,  including  bv  providing  the  person  with  namesof 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

fc~)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or.  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  oi  lor  any 
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other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affi I iate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity, 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support",  “elect",  "defeat' . or 
"reject.”  in  expressly  advocating  the  election  or  defeat  of  the  candidate:  or 


b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate:  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  livers,  brochures,  or  a bi  1 1 board. 

(c)  A communication  over  the  internet  is  a “covered  communication  only  il  it  is 
placed  for  a fee  on  another  person's  Web  site- 

lb)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 


9 


10.  Any  violation  of  this  section  shall  be  punishable  by: 


(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12.  16(a),  19.  20(c).  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 


10 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-143) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  will  be  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 


Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 


reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 


City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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state  auditors  office 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


November  5,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  25  (2016-142) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  [or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  fpctheir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8tl'  day  of  November,  2016,  and  each  for  himself  or  herself  says.  iSive  personally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  pfvSt  Louis);  my 


registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF 


being  First  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  1 . The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2^The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  pi  an  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  add itional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circmLcourt  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  l._L  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty- four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  perfonns  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  tor 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  i n a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  1 . No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  Whenany  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shal 1 be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  _senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishablebyajerm 
of  imprisonment  of  up  to  four  years  and  the  imposition  ol  a fine  ol  up  to  fivethousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  ofthc  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly^or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executjyg 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  forjhe 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the_Judicial  branch  _of 
government  or  by  any  elected  or  appo inted  official  or  any  employee  thereof,  or  any 
natural  person  employed  specifically  for  the  purpose  ol  attempting  to  influgnce  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  _or  staff  shall  accept 
directly  or  indirectly  a gift  of  anv  tangible  or  intangible  item,  service,  or  thing  of  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19._L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  includ ing  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  i mprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

1 . Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  p urposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commi ssion,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circ umvent  the  limitations  on  contributions  imposed  in  this  section. 

3^  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  ong 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is.  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person,, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5.  No  rontrihntion  to  a candidate  for  legislative  office  shall  be  made  or  accepted,. 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or_by_or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal,  the 
identity  of  the  actual  source  of  the  contribution; 

6.  If  a payment  for  a covered  communication  for  a candidate  forjegislative  officgjs 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 

payment  or  expenditure  shall  be  deemed  to  have  been authorized, — requested., 

suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

j Any  payment  for  communications  treated  as  a contribution  underjhis  section, shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  corntminjcation  expressly 
advocates  for  or  against  any  cand idate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  yiolatgdjjmjtsjm  acceptancqol 
contributions  if  the  ethics  commission,  its  successor  agency^oLA  court_dgtgnnjnes 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescencgjojhe 
making  of  an  expenditure  that  is  deemed  a contribution  pursuantto  this  section, 

9.  For  purposes  of  this  section,  the  following  terms  are  defmedj^jqflQws; 

(I)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house_qr 
senate  or  as  an  officer  of  the  house  or  senate,  an  individualjwho  seeks  nomination 
bv  the  individual's  political  party  for  election  to  the  house_or  senate  or  as  an 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted . used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 
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b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  cand i date  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate's 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  samg 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  js  authorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  polic^jssues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate^ but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate’s 
pri or  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate] 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intentto_mak_e_a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  electiojLcycle, 

(41  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candi date  committee  of  a 
candidate,  a person  for  which  any  of  the  followingjipplies; 

(at  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  o_r 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candklatej^mmittee,  or 
agents  of  the  candidate  or  candidate  committee. 

(bt  The  candidate  or  the  candidate  committee  or  agents  of  the_candjdate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  thejjersons Jtehalt 
during  the  election  cycle  involved , including  by  providing  the  person  with  names  ot 
potential  donors  or  other  lists  to  be  used  by  the  person  m_e_ngagm°Jn  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  mark^ahieJoUhe  names  or  lists 
provided. 

(ct  The  person  is  established,  directed,  or  managed  Jby^rr^jerson  who,_during_the 
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two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee- 

id)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  pri mary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefiting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  fami ly  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 


b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 


(b) Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  pub  lie  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
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however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a singl e person. 


10,  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dol lars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  ot 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up_to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d_)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-142) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  will  be  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 


Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 


reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 


City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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Jason  Kander 

Sf.crf.tary  of  State 
State  of  Missouri 


Elections  Division 
(573) 751-2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  24  (2016-141) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  fo£tfieir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 Ha\?e  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 

-F* 

i.  . -q  T. 

[Official  Ballot  title] 

sJD 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1,  2,  3,  and  4 to  read  as  follows: 
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Article  XIV 


Section  L 


1.  No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
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person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  2. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addjtionto 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state^ 
state  treasurer,  state  auditor,  or  attorney  general,  one  thousand  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars; 

(3j  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty  dollars;  and 
(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  hundred  fifty 
dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsectjorb 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limits  prescribed  in  this 
section  on  January  1 , 2017.  Contribution  limits  set  forth  herein  shall  be  adjusted  by  the  ethics 
co mmission,  or  its  successor  agency,  on  the  first  day  of  JanuaryJinLeach  even -nu mbered  year  by 
multipl ving  the  base  year  amount  by  the  cumulative  cons umer  price  index  and  roundedjojhg 
nearest  twentv-five-dollar  amount,  for  all  years  after  January  1 , 2015. 

2 No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  wi th  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  sectioiL 

3 . No  contribution  to  a candidate  for  public  office  shall  be  made  bv  or  accepted^ t rom  a 
corporation. 

4 In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may_bg 
considered  is  whether  the  contribution  is  received  from  a committee  or  organizahonjiatj^at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committee 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primarilyjunde^by 
a single  person,  individual,  or  other  committee”  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  atxeptgd^jiirgctLy  or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or 

in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 

6 . If  a payment  for  a covered  communication  for  a candidate  lor  public  otl ice  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
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expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 


by  the 


7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

R.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 


9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  pol ideal  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 


(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 
necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise: 

d.  Receipts  from  fundraising  events: 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 
previously  incurred,  or  which  was  received  by  a candidate  committee: 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public. 
including  other  candidates  or  can  didate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions: 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee:  or 
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i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  comm ittee,  other  than  a photograph  obtained 
from  a public  source. 
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(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

<1  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate's  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individuals 
entity  to  provide  professional  campa ign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(d~)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  withja_candidate  or 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  doesjiot 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge, 
uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e . The  person  employs  or  contracts  with  a political  consultant_OLJ^llsteLw.ho  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(at  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  requestor 
suggestion  of.  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee. 

(ht  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person  s behalf jfurjng 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donors_ 
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or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided- 

re^  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candi date  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(di  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-mak ing  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(gl  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reiect,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  First  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate:  and 

£b)  Is:  ‘ 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party,  or  anv  other  club  or  organization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

1 1 . Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 

Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official’s  employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 


6 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-141) 

Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  it  will  have  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  the 
general  assembly,  a department/division  director  of  the  executive  branch,  or  local  elected 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  23  (2016-140) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County . 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 
signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  City  of^St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  2 

CV  _ . c_n 


in  N\ 


CD 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF. 


no 

U3 


I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 , 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\0r  HO 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1, 2,  3,  and  4 to  read  as  follows: 

Article  XIV 

Section  1. 


L No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  wh ich  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  ludicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official . All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identifies  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

fL  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

<L  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof:  or  any  natural 
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person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates'  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  2. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limits  prescribed  in  this 
section  on  January  1. 2017.  Contribution  limits  set  forth  herein  shall  be  adjusted J)yjhe_eth_ics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  even-numbered  ycar  hy 
m u It iplying  the  base  year  amount  by  the  cumulative  consumer  price  i ndex  and  rounded  to  the 
nearest  twentv-five-dollar  amount,  for  all  years  after  January  1 , 2015. 

2^  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  ma^^bg 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  that  is,  at 
the  time  the  contribution  was  made,  funded  by  a single  person,  individual,  or  other  committee 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primarily  funded  by 
a single  person,  individual,  or  other  committee”  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  fund ing  from  that  single  person,  individual,  or  othgr 
committee. 

fL  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or 

j ndirectlv,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 

6,  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  .payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested.,  or  fostered  by  the 
candidate,  or  made  i n cooperation  with  the  candidate  and  constitute  a_CQntributio,n. 
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7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  anv  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  anv  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  Finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  anv  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  anv  candidate  for  public  office  or  for  paving  debts 
or  obligations  of  anv  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  anv  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy 
other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  anv  fee 
necessary  to  the  filing  for  public  office; 

b.  Payment  by  anv  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 
committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 
whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 
payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 
previously  incurred,  or  which  was  received  by  a candidate  committee; 

f.  Funds  received  bv  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  bv  anv  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Anv  payment  or  expenditure  bv  anv  person  other  than  a candidate  or  a candidate 
committee  made  in  connection  with  any  candidate  that  is  authorized,  requested, 
suggested,  or  fostered  by  or  made  in  cooperation  with  a candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee;  or 

k Anv  payment  or  expenditure  for  anv  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic. 
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or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given: 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  to 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  bv  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  bv  a candidate  or  committee,  or  made  in  cooperation  with  a candidate  or 
committee: 


The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  no_t 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and . without  the  candidate's  prior  knowledge 
uses  that  material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate: 

d . The  person  unilaterally  com  municates  to  the  candidate  the  intent  to  makea 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  eyele- 
ts "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies; 

tat  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  thejggugst_or 
suggestion  of,  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee. 

(ht  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during 
the  election  cycle  involved,  including  bv  providing  the  person  with  names  of  potential  donors 
or  other  lists  to  be  used  bv  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided- 
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(ct  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indi rectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by.  or  is  under  common  control  with  the 
business  entity. 

(el  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reiect,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

(b)  Is: 

^ A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  livers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party,  or  any  other  club  or  organization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

1 1 , Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  i llegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 

Section  3. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-140) 

Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  it  will  have  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  the 
general  assembly,  a department/division  director  of  the  executive  branch,  or  local  elected 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


November  5,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

NOV  0 5 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 

Ks-foS 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  22  (2016-139) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I Save  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  dPlJt.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

I 

JT  _•_ 

3 % 

[Official  Ballot  title]  -J- 

N> 


CIRCULATOR'S  AFFIDAVIT 


CO 


STATE  OF  MISSOURI,  COUNTY  OF 

1# , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16- 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1, 2,  3,  and  4 to  read  as  follows: 

Article  XIV 

Section  1. 


L,  No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  ludicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official . All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a public  official  their  employees  or  staff  shall  be  reported  to  the  ethics 
commission,  or  its  successor  agency,  in  a manner  that  identities  the  gift,  its  value  and  the 
individual  recipient. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly:  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof:  or  any  natural 
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person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  bv  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  2. 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  five  thousand  four  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven  hundred 
dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  section,  "base  year  amount"  shall  be  the  contribution  limits  prescribed  in  this 
section  on  January  1 , 2017,  Contribution  limits  set  forth  herein  shall  be  adjusted  by  IhejThics 
commission,  or  its  successor  agency,  on  the  first  day  of  January  in  each  even-numbered  year_bi 
multiplying  the  base  year  amount  bv  the  cumulative  consumer  price  index  and  rounded _to_the 
nearest  twentv-five-dollar  amount,  for  all  years  after  January  1 , 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from_a 
corporation. 

4.  In  determining  if  a contribution  to  a candidate  for  public  office  is  made  or  accepted  with  the 
intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one  factor  that  may  be 
considered  is  whether  the  contribution  is  received  from  a committee  or  organization  thajjs^at 
the  time  the  contribution  was  made,  funded  bv  a single  person,  individual,  or  other  comm ittge 
that  has  already  reached  its  contribution  limit  under  any  law  relating  to  contribution 
limitations.  For  purposes  of  this  section,  a committee  or  organization  is  “primajjjyjundgd by 
a single  person,  individual,  or  other  committee"  when  the  committee  or  organization  receives 
more  than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 

5.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly_or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to.  or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the 
contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
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expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

8 . In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

10.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee" . the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  anv  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  anv  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 


monetary  value  equivalent  to  the  fair  market  value. 

"Contribution"  to  anv  candidate  or  candidate  committee  includes,  but  is  not  limitedjoi 

a. 

A candidate's  own  money  or  propertv  used  in  support  of  the  person's  candidacy 

other  than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee 

b, 

necessarv  to  the  filing  for  public  office: 

Payment  bv  anv  person,  other  than  a candidate  or  candidate  committee,  to 

compensate  another  person  for  services  rendered  to  that  candidate  or  candidate 

c. 

committee; 

Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 

e. 

merchandise; 

Receipts  from  fundraising  events; 

Anv  loan  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 

obligation  bv  a third  oartv.  or  payment  of  a loan  or  debt  or  other  obligation  bv  a third 

partv  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in 

whole  or  in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the 

payment  of  such  debts  or  obligations  of  a candidate  or  candidate  committee 

previously  incurred,  or  which  was  received  bv  a candidate  committee; 

f. 

Funds  received  bv  a candidate  committee  which  are  transferred  to  such 

committee  from  another  committee  or  other  source; 

& 

Facilities,  office  space  or  eauioment  supplied  hv  anv  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 

space  for  meeting  purposes  which  is  made  available  regularly  to  the  public. 

including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 

h. 

similar  purposes  on  the  same  conditions; 

Anv  payment  or  expenditure  bv  anv  person  other  than  a candidate  or  a candidate 

committee  made  in  connection  with  any  candidate  that  is  authorized,  requested. 

suggested,  or  fostered  bv  or  made  in  cooperation  with  a candidate,  candidate 

committee,  or  agents  of  the  candidate  or  candidate  committee;  or 

3 


Ks-liPt 


i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 

disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic, 
or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee 
or  agents  of  the  candidate  or  candidate  committee,  other  than  a photograph  obtained 
from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a^  Ordinary  home  hospitality  or  non-skilled  services  provided  without  compensation  by 
individuals  volunteering  their  time  in  support  of  a candidate  or  candidate  committee, 
nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or 
indirectly  asked  or  given: 

b:  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and  unconditionally 
rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the  state  treasurer  within 
ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  commi ttee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the 
election  or  defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot 
measure  or  measures  to  its  directors,  officers,  members,  employees  or  security 
holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a communication  in 
support  of  a candidate’s  election  or  in  opposition  to  a candidate’s  opponent  is  a contribution 
for  purposes  of  this  section,  the  following  non-exclusive  list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s  campaign, 
plans,  projects,  activities,  or  needs  is  material  to  the  creation,  production  or 
distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee  prior  jo 
the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  “professional  campaign  services”  does  not 
include  accounting  or  legal  services,  or  other  non-campaign  services. 

(dt  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate  o_r 
committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  w i th  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

L The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release, 
or  similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge, 
uses  that  material  in  the  communication: 
c.  The  person  made  contributions  to  the  candidate; 

d^  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate: 

c.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(41  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(at  The  person  is  directly  or  indirectly  formed  or  established  bv  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  com rnjttee,  or  agents 
of  the  candidate  or  candidate  committee. 

(bt  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  QLcandjdate 
committee  solicit  funds  or  engage  in  other  fundraising  actiyjtyj3nJ.he  person  s behal ( during 
the  election  cycle  involved,  including  bv  providing  the  person  with  names  of  potential  donors 
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or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 

(cf  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  empl oved  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity1'  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  hv.  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  i n which  the  candidate  stands  for  nomination. 

rn  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g^  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or  “reject,”  in 
expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the  candidate 
seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other  than  as  an  appeal 
to  vote  for  or  against  a candidate;  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  an  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is  placed  for  a 
fee  on  another  person’s  web  site. 

(6t  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7t  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization, 
business  entity,  non-profit  entity,  trade  or  professional  or  business  association,  other 
association,  political  party,  or  any  other  club  or  organization  however  constituted.  For 
purposes  of  this  definition,  all  committees  of  a political  party  shall  constitute  a single  person. 

1 1.  Any  violation  of  this  section  shall  be  punishable  bv: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal  contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  and 
the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to 
three  times  the  illegal  contributions. 

Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shal  1 engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victi m,  any  violation  ol  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-139) 

Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  it  will  have  no  fiscal  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employees  of  a statewide  elected  official  or  member  of  the  general  assembly  from 
accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for  another 
individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or  state 
senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  elected  official,  member  of  the  general  assembly,  or  paid 
employee  of  the  general  assembly  from  acting,  serving,  or  registering  as  a lobbyist  for  a 
specified  period  of  time  after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  elected  official,  member  of  general  assembly, 
the  spouses,  dependent  children,  staff/employees  of  a statewide  elected  official  or  the 
general  assembly,  a department/division  director  of  the  executive  branch,  or  local  elected 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  prohibition  for  a lobbyist  to  deliver  specified  lobbyist/lobbyist  principle 
gifts  to  a statewide  elected  official,  member  of  the  general  assembly,  the  spouses, 
dependent  children,  staff/employees  of  a statewide  elected  official  or  general  assembly,  a 
department/division  director  of  executive  branch,  and  local  elected  officials  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 


Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 


•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


James  C.  Kirkpatrick 
STATE  INFORMATION  CENTER 
(573)751-4936 


November  5,  2015 


Jason  Kandhr 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

NOV  0 5 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751  2301 

IGH2& 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  111,  version  21  (2016-138) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have^ personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  §g.r.Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


I 

-F- 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of ■< A D- 201 

Notary  Public  (Seal)  

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-128 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,1,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 


Section  2.  1.  There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 


2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  wi thin  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

O')  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

O')  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state._Thg 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  mo_rg 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the_standards 
established  bv  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

5^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notilication 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  ol 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  thc  Presjdent  lor  each 
decennial  census  of  the  United  States  or,  in  the  event  that_a  rcappprtionmenthas_been 
invalidated  hv  a court  of  competent  jurisdiction,  within  sol  months _after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionmcnt  commissipn  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  [and] . The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  o f appo  rtion m ent 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  byjhe 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  1 1 1 serf  inn  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

m Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each_have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  suchjdistricts^ 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-d istrict  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population_in  excess  ol  thg 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-fourjs 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partjsanjtatg 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  jvote- 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  ol  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United^ States  .Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidgntial 
elections.  Using  the  resultant  statewide  electoral  performance  index^  the  ..non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  .statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly,  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributcd  gvgnlv 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuripgJbg-gkP 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  fav o ri ng  eith e r papty. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty...  pgreentby  one  percent,  two  percent.three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  ot  additional 
seats  yielded  by  the  simulation  for  any  party  lor  any  amount  itjerforms  over  fifty 
percent  should  be  matched  bv  the  number  of  seats_&aincd  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  nictrioR  shall  he  composed  of  convenient  contiguous  territory.  Areas_which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 


(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsectiorudistrict 
boundaries  shall  coincide  with  the  boundaries  of  political  subdiyisions_of  the, state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as^ small  as 
possi ble.  When  there  is  a choice  between  dividing  local  politicaf  subdivisions.-th^more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preterencc  shal  1 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line_jwhichj)asses 
through  a city  that  lies  in  more  than  one  county. 


4 


\(j r-R& 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capital  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and].  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  ol  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  ot  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 

public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusionot  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shalUthgreby  be_yacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  rcpresentative.Jri  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up_to 
fnnr  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3,  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  jraid  consultant 
to  a political  eommittee  or  political  candidate  or  solicit  prospective  employer^or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  anv  senator  or  representative  violates  this  subsection  their  ojTice  shal l thereby  be 
vacated  and  shall  thereafter  perform  no  duty,  and_recgjye  no  salary  alienator  _or 
representative.  In  addition,  anv  violation  of  this  subsgctipn  shall  be  punishable_by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of_a_fine_of  up  to  fiveThousand 
dollars  or  both. 

4 For  purposes  of  this  section,  the  term  “lobby isU  mean^any  italural  person  whcyacts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage, ,amendrncnt,  delay  or  defeat  oj 
anv  official  action  on  anv  bill,  appropriation,^resolutjon,  amendment, ^nomination, 
appointment,  report  or  anv  other  action  or  matter  in  ^ither  house  of  thcj’eneral  assembly 
or  in  a legislative  committee  in  either  house  of  _the_gencral_assembly^pr  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  innuence_any  _acti_on  by  the  executi  ve 
branch  of  government  or  by  anv  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  therepfj_or  any  natural  person  whojicts  lor  the 
purpose  of  attempting  to  influence  any  purchasing, decision  by  the  judicial  branch  of 
i—npnt  nr  hv  anv  elected  or  appointed  official  or_any  employee  thergpft_or_any 


6 


I(W2& 

natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill. 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 

Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty 
dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  i n this  subsecti on . 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1, 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
eac  h even-numbered  year  by  multiplying  the  base  year  a mount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted., 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  anothej-_person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  jegislatiye^officejs 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized, — requested-* 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  wjthjhe^andidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contributionjjnder  th is  section  sha  1 1 
qualify  as  a contribution  regardless  of  whether  the  resulting  comnninication  expressly 
advocates  for  or  against  any  candidate. 

8 . I n no  circumstance  shal  1 a candidate  be  found  to  have  violated  limits  on  acceptance  ot 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of _pr_^iiiescengeJojthe 
making  of  an  expenditure  that  is  deemed  a contribution  pursuMLtqjhis  section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 
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(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual’s  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value, 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchand ise; 

d Receipts  from  fundrais i ng  events; 

a Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
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or  candidate  committee . nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  Jong 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b,  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c,  Interest  earned  on  deposit  of  candidate  committee  funds; 

d,  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

( cl  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate  s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate's 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  greation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  duringlhe  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services, _o_r  other 
non-campaign  services. 

(d!  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communi^tjmisAUJhorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee  Lormade  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candjdate^but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d . The  person  unilaterally  communicates  to  the  candidate  the  int_entjo_make_a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultantorTQllstcryvh_o 
rendered services  to  the  candidate  prior  to  the  current  glection_cyde. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  comm ittee  of  a 
candidate,  a person  for  which  any  of  the  followjngjippl.ies; 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  requestor 
su ggestion  of.  or  with  the  encouragement  of,  th e cand idate  o rc  a n d i d a te  co min i tte  e ,o  r 
agents  of  the  candidate  or  candidate  committee, 

(hi  The  candidate  or  the  candidate  committee  or  age_nts_of  the_candidate_or  candidate 
committee  solicit  funds  or  engage  in  other  fundrajsmg  activity  on  the_person  s behalf 
during  the  election  cycle  involved,  including  b^Mpyjding_t^^ 
potential  donors  or  other  lists  to  be  used  by  the  person  _in_engaging  injundraising 
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activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  man aged  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  cajid i date 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermed iaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefiting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a Reneral  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose'”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

E.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 

(Mis : 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site- 

lb)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 
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(1)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership^committ^ 

political  committee,  proprietorship,  joint  venture, institution, union, — labor 

organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club_or  organization 
however  constituted.  For  purposes  of  this  definition,  al  1 committees  of  a political 
party  shall  constitute  a single  person. 

10.  Anv  violation  of  this  section  shall  be  punishable  byi 

Qj  For  the  first  violation,  imprisonment  for  up  to  one  yeaLand_gLyjne_of  up  to  one 

thousand  dollars  or  both,  plus  an  amount  equal to three — times — the  illegal 

contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,_plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(eh  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  anv  premises,  property  orjyuilding  owned,  leased  _or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  viojatjorLPl 
this  section  shall  be  punishable  bv  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegaLcontributions, 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)_o_L 20(ejorthe 
application  thereof  to  anyone  or  to  anv  circumstance  isheld  invalid,  theremainder_ot 
those  provisions  and  the  application  of  such  provisions  to_others  or_odieiLCLrc_umstance_s 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-138) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $250,  with 
CPI  adjustments  made  in  even-numbered  years.  Also,  corporate  contributions  are 
prohibited.  There  are  penalty  provisions  included  for  each  of  the  prohibitions,  along  with 
a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 


reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  evaluated  this  initiative 
petition  and  determined  it  will  not  have  a financial  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14  (2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 
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STATE  AUDITORS  Of 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  oe  Missouri 


Elections  Division 
(573)751  2301 


November  5,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  20  (2016-137) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Ce  nte  r 
600  w.  Main  Street  • Jefferson  City  65101 

administrative.  Rules  • Business  Services  • elections  • publications  • Securities  • state  archives  • state  library  • wolener  library 


County . 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  ot 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  SL  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  City  of  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

'V  c5 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF. 


PO 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

, A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,  7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
1 6(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1.  There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislati ve  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3^The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  di strict-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  Five  percent  in  favor  of  each  party.  The  number  ol  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  oi  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection^  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the. more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this preference  shal  1 
not  app lv  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  bv  subdivisions  1.  2.  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
peneraf  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

5^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  lrom 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  irom  the  political  party  ol 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  oi  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  I or  eac h 
decennial  census  of  the  United  States  or,  in  the  event  that  _a_rcapportipnment  has  been 
invalidated  bv  a court  of  competent  jurisdiction,  within  six  months  after  notificatiojLby 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentati ve 
plan  of  apportionment  and  map  of  the  proposed  districts. 


2 


IGr~K7 

The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentativg 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary fandl.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  obiections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  ol 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a mapjft 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 


3 


(sri^Sl 

Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatori al  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  111  section  2.  shall  begin  the  preparation  of  senatorial  districting  plansand  maps 
using  the  following  methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts, 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty- four  is 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  faimessand 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  ^partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  v Qte - 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  thg_two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United,  States  Sengtg 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non^grtisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 

normalizing  district-level  results  by  the  amount  by  which the  statewide  e lectoral 

performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either jjapty. 

To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  nqnnalized  district: 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  whic h the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent, Jhreg 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  ed'  additional 
seats  yielded  hy  the  simulation  for  any  party  for  any  amount  it  jrerforms  over  fifty 
percent  should  he  matched  by  the  number  of  seats  gained _by  the_othcrparty_  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas_whjch 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous^ 

(4)  To  the  extent  consistent  with  subdivisions  1 , 2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdiyisjpns_ot  the_state.  [he 
numberof  counties  and  cities  divided  among  more  than  one  dislrictshalLbe  assmallas 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preteience  shal  1 
not  apply  to  a legislative  district  boundary  drawn  along_a  county_  fine  jwhich  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capital  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and].  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  bg_vacated  and  shal ] 
thereafter  perform  no  dutv  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator_or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consul tant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  politicaj_candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  bg 
vacated  and  shall  thereafter  perform  no  dutv  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  fiygjhougand 
dollars  or  both. 

4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  pgrson  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  dgfeafof 
anv  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly,  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  actio_n  by  the  execut ive 
branch  of  government  or  by  anv  elected  or  appointed  official,  employee,  department^ 
division,  agency  or  board  or  commission  thereof  or  any  natural  person  who  acts  lor  the 
purpose  of  attempting  to  influence  anv  purchasing  decision  by  th^  judicialbranch_o I 
government  or  by  anv  elected  or  appointed  official  or  any  employee  thereof  .or  any 
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natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  i nfluence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1_.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  tor  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  tor  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 

Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned . In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  dax^fianuar^ln 
each  even-numbered  year  by  multiplying  the  base  year  amount  by_the_amiulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,201 .5. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  thejntenLtQ 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 


3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individuaLo.r  other 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
i dentitv  of  the  actual  source  of  the  contrib ut i on. 

(x.  If  a payment  for  a covered  communication  for  a candidate  for  legislative_officgJs 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate^Jhe 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized, — requested, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7.  a nv  payment  for  communications  treated  as  a contribution  under  this  seed  on  _ shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  haygA^jgJ^tgdJjmits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  olor_acquiescence  to. the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuantjo_this  section., 

9.  For  purposes  of  this  section,  the  following  terms  are  ddfoMasloIlows: 
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(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by_a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anyth ing  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  cand idate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public. 
i ncluding  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  pu rposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee:  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
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such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communicadpnjs^MhonzedL 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy jssuesjhat 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidatejjnit 
does  not  communicate  with  the  candidate  regarding  the  commmn^tjon; 

fo  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  commun ication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  commun i cates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate: 

e^  The  person  employs  or  contracts  with  a political  consultant  or  pollster_who 
rendered  services  to  the  candidate  prior  to  the  current  election^cycle^ 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies; 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  requesLpr 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  commjttge^pr 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  ox candidate 

committee  solicit  funds  or  engage  in  other  fundraising  activity_on_tllg_Pgrson's  behalf 
during  the  election  cycle  involved,  includmgfoxTfovMn^^  withjiames  of 

potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the^ names  or  lists 
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(cl  The  person  is  established,  directed,  or  managed  by  any  person  who^during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
f u ndraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
ot her  entity  directly  or  indirectly  controlled  bv  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  en tity"  means  any  business  entity  that  directly,  or  indirectly  through  orie  or 
more  intermediaries,  controls,  or  is  controlled  by.  or  is  under  common  control  with 
the  business  entity. 

(el  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two^ 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(gl  The  person  is  controlled,  established,  directed,  managed,  or  retains^i^njfjcant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  ‘•‘vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 

(b) Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(61  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  genera  1 election  shall  be  considered  separate  electio ns. 

(71  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee. 
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political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organ i zatjpn 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10,  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
appl ication  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  re mainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  there  by. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-137) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $1,000,  with 
CPI  adjustments  made  in  even-numbered  years.  Also,  corporate  contributions  are 
prohibited.  There  are  penalty  provisions  included  for  each  of  the  prohibitions,  along  with 
a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 


reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  evaluated  this  initiative 
petition  and  determined  it  will  not  have  a financial  impact. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14  (2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 


as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 
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November  5,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  19(2016-136) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Inmormation  Center 
600  w.  Main  Street  • Jeeeerson  City  65101 
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County  . 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louisj^nespectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  tfei^  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

-O  . \ 

i 

cn 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

|, , being  first  duly  sworn,  say  (print  or  type  names  of  signers] 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

L 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  r-nmmissinn  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

\ (o'  \%D 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,  7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1 . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 

The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 

administration  pursuant  to  the  merit  personnel  system.  The  non-partisan state 

demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3TThe  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  _beas  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 

c/' 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 

established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over,' 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  Irv 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape  - ? 
to  the  extent  permitted  by  natural  or  political  boundaries.  ^ 

S^Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has^gen 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demoarapher  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary!  andl.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  obiections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  ol  the  house  ot 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
i nvalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
i n article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 

a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts?, 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the ' 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete  * 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as"' 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the  77 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is  ^ 
hereby  declared  to  be  a multi-district  county.  1- 

cn 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

t3~)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  corners  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state^  Thg 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passgs 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 

compactness  where  a conflict  arises  between  compactness and — these — standards. — In 

general,  compact  districts  are  those  which  are  square,  rectangular,  or_hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3.  Within  sixty  days  after  the  population  ol  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  often  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [andl.  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  _of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  d istricts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  spell 
districts  until  a reapportionment  is  made  as  herein  provided.] 

C >■  r ^ r‘ 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whiles 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum.  cr- 

Section  12.  JL  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  sol ic it  prospective  emp lovers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  i mprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consu j tant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  ot  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist"  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  iudicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof  or_any 
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natural  person  employed  specifically  for  the  purpose  of  attempting  to^inllucnce  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  intormational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
inc  1 uding  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shal ]_  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 

Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  cand i date  or  candidate 
committee  from  any  person  other  than  the  candidate  i n any  one  election  for  legislative 
office  shall  not  exceed  the  followi ngi 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  severf 
hundred  dollars. 

Cs%'-  ~TZ. 

V •' 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

-n 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits  ^ 

prescribed  in  this  section  on  January  1 , 2017,  Contribution  limits  set  forth  herein  shall  be 

adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twe nty-five-dollar  amount,  for  al  1 years 
after  January  1 . 2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5,  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  a uthorized,  requested, 
suggested,  or  fostered  by_  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7,  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting^ommm 

advocates  for  or  against  any  candidate. 

8 . In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance_of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court : .determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 
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9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows; 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by. a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel , and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 
tx  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obi igations  of  a cand i date  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
cand idate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 


i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 
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<L  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  su pport  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  d i recti y or  indi rectly  asked  or  give n; 

b,  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
u nconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 


d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 


(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate’s 
opponent  is  a contri bution  for  purposes  of  this  section,  the  following  non-exclusive 
list  of  factors  may  be  considered: 


ro 
• • 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 


. i 
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b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate's  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 


c.  The  person  and  the  candidate  or  candidate's  committee  retain  the  same 

individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  thi s subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  fol lowing  circumstances  are  sufficient  i n and  of  themsel  ves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested . suggested,  or  fostered  by  a cand idate  or  committee,  or  made  i n cooperation 
with  a candidate  or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  knowledge,  uses  that  material  in  the  commu n ication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollsteLwhq 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  wh ich  any  of  the  following  appl ies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or 
agents  of  the  cand  idate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
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Us-l'iio 

during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  bv  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  orlists 
provided. 

tcf  The  person  is  established,  directed,  or  managed  by  any  person__who,  during  the 
two-vear  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political ^ media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee,, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candjdat^JjLthe 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of__a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 

trustee,  owner,  employee,  o r holds  any  position  of  management; an  affiliate  of_.a 

business  entity"  means  any  business  entity  that  directly,  or  indirectly  through_one_pr 
more  i ntermediaries.  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e'l  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the Jwo: 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(fi  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsoredwjth  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  cand idate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject.”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 
candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate:  and 

g> m 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
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that  party's  candidate  or  candidates  for  public  office  are  officia I ly  selected . A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  ind iv id uals,  corporation,  partnership,  committee. 
political  committee,  proprietorship,  joint  ventu  re,  institution,  union,  la  bo  r 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  defi n ition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  il legal  con tributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  po  1 itical 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-136) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


If  there  is  a significant  increase  in  the  number  of  complaints  or  referrals,  the  office  may 
seek  an  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (fiscal  year  2015  average  of  $16,809  per  offender,  per 
day,  or  an  annual  cost  of  $6,135  per  inmate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (fiscal  year  2015  average  of  $6.04  per  offender,  per  day  or 
an  annual  cost  of  $2,205  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
CPI  adjustments  made  in  even-numbered  years.  Also,  corporate  contributions  are 
prohibited.  There  are  penalty  provisions  included  for  each  of  the  prohibitions,  along  with 
a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 


reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  evaluated  this  initiative 
petition  and  determined  it  will  not  have  a financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  fiscal  year  2017,  $61,107  for 
fiscal  year  2018  and  $61,734  for  fiscal  year  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly,  entity  controlled  by  a member  of  the 
general  assembly,  or  employees  of  a member  of  the  general  assembly  from  accepting  or 
receiving  compensation  of  any  as  a paid  political  consultant  for  another  individual  who  is 
a candidate  or  holding  the  office  of  a state  representative  or  state  senator,  or  the  candidate 
committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14  (2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  or  a staff  member  of  the 
general  assembly  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would 
require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 


The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 


•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  XVI,  version  6 (2016-135) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
tiled  by  Sheila  Dundon  on  November  4,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  Stati  Information  Center 
600  w.  Main  Street  • Jeft:e:rson  City  65101 

Administrative:  Run  s • business  Services  • Elections  • publications  • Securities  • State  arc  hives  • state  library  • wolese.r  library 
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Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 
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INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8ft  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


County  (or  City  of  St.  Louis);  my 
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[Official  Ballot  title] 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  . 
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l_  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  XVI  is  created  by  enacting  one  new  section  to  be  known  as  Section  1 of  Article  XVI,  to 
read  as  follows: 

Section  1.  Right  to  Access  Medical  Marijuana 
L Purposes 

This  section  is  intended  to  permit  state-licensed  physicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  qua  I ifying  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possible 
benefits  of  medical  marijuana  use,  the  right  of  their  physicians  to  provide  professional  advice 
concerning  the  same,  and  the  right  to  use  medical  marijuana  for  treatment  under  the  supervision 
of  a physician. 

This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  are  necessary  to 
protect  patients,  their  primary  caregivers,  and  their  physicians  from  civil  and  criminal  penalties, 
and  to  allow  for  the  limited  legal  production,  distribution,  sale  and  purchase  of  marijuana  for 
medical  use.  This  section  is  not  intended  to  change  current  civil  and  criminal  laws  governing  the 
use  of  marijuana  for  nonmedical  purposes.  The  section  does  not  allow  for  the  public  use  of 
marijuana  and  driving  under  the  influence  of  marijuana. 

2.  Definitions 

(1)  “Administer”  means  the  direct  application  of  marijuana  to  a qualifying  patient  by 
way  of  any  of  the  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products: 

(b)  Vaporization  or  smoking  of  dried  flowers,  buds,  plant  material,  extracts,  or 
oils; 

(c)  Application  of  ointments  or  balms; 

(d)  Transdermal  patches  and  suppositories; 

(e)  Consuming  marijuana-infused  food  products;  or 

(f)  Any  other  method  recommended  by  a qualifying  patient’s  physician. 

(2)  “Department”  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 
agency. 

(3)  “Entity”  means  a natural  person,  corporation,  professional  corporation,  nonprofit 
corporation,  cooperative  corporation,  unincorporated  association,  business  trust, 
limited  liability  company,  general  or  limited  partnership,  limited  liability 
partnership,  joint  venture,  or  any  other  legal  entity. 

(4)  “Flowering  plant”  means  a marijuana  plant  from  the  time  it  exhibits  the  first  signs 
of  sexual  maturity  through  harvest. 

(5)  “Marijuana”  means  Cannabis  indica , Cannabis  saliva,  and  Cannabis  ruderalis , 
hybrids  of  such  species,  and  any  other  strains  commonly  understood  within  the 
scientific  community  to  constitute  marijuana,  as  well  as  resin  extracted  from  the 
plant  and  marijuana-infused  products.  “Marijuana”  does  not  include  industrial  hemp 
containing  a crop-wide  average  tetrahydrocannabinol  concentration  that  does  not 
exceed  three-tenths  of  one  percent  on  a dry  weight  basis,  or  commodities  or 
products  manufactured  from  industrial  hemp. 

(6)  “Marijuana-Infused  Products”  means  products  that  are  infused  with  marijuana  or  an 
extract  thereof  and  are  intended  for  use  or  consumption  other  than  by  smoking. 
including  but  not  limited  to  edible  products,  ointments,  and  tinctures. 

(7)  “Medical  Marijuana  Cultivation  Facility”  means  a facility  licensed  by  the 
Department,  to  acquire,  cultivate,  process,  transport,  and  sell  marijuana  to  a 
Medical  Marijuana  Dispensary  Facility  or  to  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility. 
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(8)  “Medical  Marijuana  Dispensary  Facility”  means  a facility  licensed  by  the 

Department,  to  acquire,  sell,  transport,  and  deliver  marijuana,  marijuana-infused 
products,  and  drug  paraphernalia  used  to  administer  marijuana  as  provided  for  in 
this  section. 


(9)  “Medical  Marijuana-Infused  Products  Manufacturing  Facility”  means  a facility 
licensed  by  the  Department,  to  acquire,  manufacture,  transport,  and  sell  marijuana- 
infused  products  to  a Medical  Marijuana  Dispensary  Facility. 

(10)  “Medical  use”  means  the  production,  possession,  delivery,  distribution, 
transportation,  or  administration  of  marijuana  or  a marijuana-infused  product,  or 
drug  paraphernalia  used  to  administer  marij uana  or  a marijuana-infused  product,  for 
the  benefit  of  a qualifying  patient  to  mitigate  the  symptoms  or  effects  of  the 
patient’s  qualifying  medical  condition. 


(11)  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practice 
medicine  or  osteopathy  under  Missouri  law. 


(12)  “Physician  certification”  means  a document,  whether  handwritten,  electronic  or  in 
another  commonly  used  format,  signed  by  a physician  and  stating  that  in  the 
physician’s  professional  opinion,  the  patient  suffers  from  a qualifying  medical 
condition  and  is  likely  to  receive  therapeutic  or  palliative  benefit  from  the  medical 
use  of  marijuana  to  treat  or  alleviate  the  patient's  qualifying  medical  condition  or 
symptoms  associated  with  the  qualifying  medical  condition. 
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“Primary  caregiver”  means  an  individual  twenty-one  years  of  age  or  older  who  has 
significant  responsibility  for  managing  the  well-being  of  a qualifying  patient  and 
who  is  designated  as  such  on  the  primary  caregiver’s  application  for  an 
identification  card  under  this  section  or  in  other  written  notification  to  the 
Department. 
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“Qualifying  medical  condition”  means  the  condition  of,  symptoms  related  to,  or  ^ 
side-effects  from  the  treatment  of:  f j 

')  i 

(a)  Cancer;  -1- 


(b)  Epilepsy; 
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(c)  Glaucoma; 


(d)  Intractable  migraines  unresponsive  to  other  treatment; 

(e)  A chronic  medical  condition  that  causes  severe,  persistent  pain  or  pgrsistent 
muscle  spasms,  including  bu t not  limited  to  t hose  associated  with  mult ipje 
sclerosis,  seizures,  Parkinson’s  disease,  and  Tourette’s  syndrome; 

(f)  Debilitating  psychiatric  disorders,  including  but  not  limited  tojKgg-traujnatic 
stress  disorder,  if  diagnosed  by  a state  licensed  psychiatrist; 

(g)  Human  immunodeficiency  virus  or  acquired  immune  deficiency  syndrome; 

(h)  A chronic  medical  condition  that  is  normally  treated  with  a prescription 
medication  that  could  lead  to  physical  or  psychological  dependence,  when  a 
physician  determines  that  medical  use  of  marijuana  could  be  effective  in 
treating  that  condition  and  would  serve  as  a safer  altemativetojhe 
prescription  medication; 


(i)  Any  terminal  illness;  or 

(j)  In  the  professional  judgment  of  a physician,  any  other  chronjc^deMitatin^_pr 
otherwise  equivalent  condition,  incl uding,  but  not  limited  to,  hepatitis^ 
amyotrophic  lateral  sclerosis,  inflammatory  bowel  disease,  agitation  of 
Alzheimer's  disease,  cachexia,  and  wasting  syndrome^ 


(15)  “Qualifying  Patient”  means  a Missouri  resident  diagnosed  withat  least  one 
qualifying  medical  condition. 
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3.  Creating  Patient  Access  to  Medical  Marijuana 

(1)  In  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 

(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture, 
distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict,  or  revoke  such  licenses  upon  a violation  of  this 
section  or  a rule  promulgated  pursuant  to  this  section;  and  impose  any 
administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 

(b)  Promulgate  rules  and  emergency  rules  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  mari  juana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  Department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section; 

(d)  Require  a seed-to-sale  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  immature  plant  stage  until  the  medical  marij uaiia 
or  medical  marijuana-infused  product  is  sold  to  a qualifying  patient  or 
primary  caregiver  at  a Medical  Marijuana  Dispensary  Facility  to  ensure 
that  no  medical  marijuana  grown  by  a Medical  Marijuana  Cultivation 
Facility  or  manufactured  by  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility  is  sold  or  otherwise  transferred  except  by  a 
Medical  Marijuana  Dispensary  Facility.  If  it  creates  a seed-to-sale 
tracking  system,  the  Department  shall  certify,  if  possible,  at  least  two 
commercially  available  systems  to  licensees  as  compliant  with  its 
tracking  standards  and  issue  standards  for  the  creation  or  use  of  other 
systems  by  licensees. 

(e)  Prepare  and  transmit  annually  a publicly  available  report  accounting  to 
the  Governor  for  the  efficient  discharge  Of  all  responsibilities  assigned  to 
the  Department  under  this  section; 

(2)  The  Department  may  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcement  of  this  section  and  to  ensure  the  right  to, 
availability,  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  Department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carry 
out  the  mandates  of  this  section,  the  Department  may  issue  rules  or  emergency  rules 
relating  to  th e following  subjects: 

(a)  Compliance  with,  enforcement  of,  or  violation  of  any  provision  of  this 
section  or  any  rule  issued  pursuant  to  this  section,  including  proced ures 
and  grounds  for  denying,  suspending,  fining,  restricting,  or  revoking  a 
state  license  issued  pursuant  to  this  section; 

(b)  Specifications  of  duties  of  officers  and  employees  of  the  Department; 

(c)  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers; 

(d)  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
Department; 


(f)  Prohibition  of  misrepresentation  and  unfair  practices; 

(g)  Control  of  informational  and  product  displays  on  licensed  premises; 
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(h)  Development  of  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees,  and  other  support  staff  of  entities 
licensed  pursuant  to  this  section,  including  a fingerprint-based  federal 
and  state  criminal  record  check  in  accordance  with  U.S.  Public  Law  92- 
544,  or  its  successor  provisions,  as  may  be  required  by  the  Department 
prior  to  issuing  a card  and  procedures  to  ensure  that  cards  for  new 
applicants  are  issued  within  fou rteen  days; 

(j)  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
including,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  minimum  procedures  for  internal  control  as 
deemed  necessary  by  the  Department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirements  for 
changes,  alterations,  or  modifications  to  the  premises; 

(j)  Regulation  of  the  storage  of,  warehouses  for,  and  transportation  of 
marijuana  for  medical  use; 

(k)  Sanitary  requirements  for,  including,  but  not  limited  to,  the  preparation 
of  medical  marijuana-infused  products; 

(l)  The  specification  of  acceptable  forms  of  picture  identification  that  a 

Medical  Marijuana  Dispensary  Facility  may  accept  when  verifying  a ™ 
sale;  sr 
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(m)  Labeling  and  packaging  standards; 
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(n)  Records  to  be  kept  by  licensees  and  the  required  availability  of  the 
records; 

(o)  State  licensing  procedures,  including  procedures  for  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees; 


(p)  The  reporting  and  transmittal  of  tax  payments; 

(q)  Authorization  for  the  Department  of  Revenue  to  have  access  to  licensing 
information  to  ensure  tax  payment  and  the  effective  administration  of 
this  section:  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringent,  and 
comprehensive  administration  of  this  section. 


(3)  The  Department  shall  issue  rules  or  emergency  rules  for  a medical  marijuanamid 
medical  marijuana-infused  products  independent  testing  and  certification  program 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  marijuana 
using  an  impartial,  independent  laboratory  to  ensure,  at  a minimum,  that  products 
sold  for  human  consumption  do  not  contain  contaminants  that  are  injuriousjtp 
health  and  to  ensure  correct  label i ng. 

(4)  The  Department  shall  maintain  the  confidentiality  of  reports  or  other  information 
obtained  from  an  applicant  or  licensee  containing  any  individualized  data, 
information,  or  records  related  to  the  licensee  or  its  operation,  including_sajes 
information,  fi nancial  records,  tax  returns,  credit  reports,  cu Itivation  information, 
testing  results,  and  security  information  and  plans,  or  revealing  any  patjent 
information,  or  any  other  records  that  are  exempt  from  public  inspection  pursuant  to 
state  or  federal  law.  Such  reports  or  other  information  may  be  used  only  fora 
purpose  authorized  by  this  section.  Any  information  released  related  to  patientsjriay 
be  used  only  for  a purpose  authorized  by  federal  law  and  this  section^jngluding 
verifying  that  a person  who  presented  a patient  identification  card  to  a state  o r local 

I aw  enforcement  official  is  lawfully  in  possession  of  such  can! 

(5)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  public  license  application  forms  and  application  instructionsjor 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  DispenAai^Faciljtles, 
and  Medical  Marijuana-Infused  Products  Manufacturing  Faciljtjgs^ 
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(6)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  p u blic  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards. 
Within  one  hundred  fifty  days  of  the  effective  date  of  this  section,  the  Department 
shall  begin  accepting  applications  for  such  identification  cards. 

(7)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  grow  marijuana 
as  a Medical  Marijuana  Cultivation  Facil ity.  Each  facility  in  operation  shall  require 
a separate  license.  Each  indoor  facility  utilizing  artificial  lighting  may  be  limited  by 
the  Department  to  thirty  thousand  square  feet  of  flowering  plant  canopy  space.  Each 
outdoor  facility  utilizing  natural  lighting  may  be  limited  by  the  Department  to  two 
thousand  eight  hundred  flowering  plants.  Each  greenhouse  facility  using  a 
combination  of  natural  and  artificial  lighting  may  be  limited  by  the  Department,  at 
the  election  of  the  licensee,  to  two  thousand  eight  h undred  flowering  plants  or  thirty 
thousand  square  feet  of  flowering  plant  canopy  space.  The  license  shall  be  valid  for 
three  years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause. 
The  Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  twenty  thousand  dollars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  three  Medical  Marijuana  Cultivation 
Facility  licenses  shall  be  issued  to  any  entity  under  substantially  common  control, 
ownership,  or  management. 

(8)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  operate  a Medical 
Marijuana  Dispensary  Facility.  Each  facility  in  operation  shall  require  a separate 
license.  A license  shall  be  valid  for  three  years  from  its  date  of  issuance  and  shall  be 
renewable,  except  for  good  cause.  The  Department  shall  charge  each  applicant  a 
non-refundable  fee  of  three  thousand  dol  lars  per  license  application  or  renewal. 
Once  granted,  the  Department  shall  charge  each  licensee  an  annual  fee  of  ten 
thousand  dollars  per  facility  license.  Application  and  license  fees  shall  be  increased 
or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency.  No  more  than 
six  Medical  Marijuana  Dispensary  Facility  licenses  shall  be  issued  to  any  entity 
under  substantially  common  control,  ownership,  or  management. 

(9)  An  entity  may  apply  to  the  Department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana-Infused  Products  Manufacturing  Faci  I ity.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause.  The 
Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  ten  thousand  dollars  per  facility  license. 
Application  and  license  fees  sh all  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  five  Medical  M arijuana-lnfused 
Products  Manufacturing  Facility  licenses  shall  be  issued  to  any  entity  under 
substantially  common  control,  ownership,  or  management. 

(10)  Except  for  good  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may 
obtain  an  identification  card  from  the  Department  to  cultivate  up  to  six  flowering 
marijuana  plants  for  the  exclusive  use  of  that  qualifying  patient.  The  card  shall  be 
valid  for  twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the 
annual  submittal  of  a new  or  updated  physician’s  certification.  The  Department 
shall  charge  an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the 
end  of  the  previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index 
as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(11)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
purchased  by  or  on  behalf  of  a single  qualify  ing  patient  in  a thirty  day  period, 
provided  that  limit  is  not  less  than  six  ounces  of  dried,  unprocessed  mari  juana,  or  its 
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equivalent.  Any  such  limit  shall  not  apply  to  a qualifying  patient  with  written 
certification  from  two  independent  physicians  that  there  are  compelling  reasons 
why  the  qualifying  patient  needs  a greater  amount  than  the  li mit  established  by  the 
Department. 


(12)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
possessed  by  or  on  behalf  of  each  qualifying  patient,  provided  that  limit  is  not  less 
than  a sixty  day  supp ly  of  dried,  unprocessed  mari  juana,  or  its  equivalent.  A 
primary  caregiver  may  possess  a separate  legal  limit  for  each  qualifying  patient 
under  their  care  and  a separate  legal  limit  for  themselves  if  they  are  a qualifying 
patient.  Qualifying  patients  cultivating  marijuana  for  medical  use  may  possess  up  to 
a ninety  day  supply,  so  long  as  the  supply  remains  on  property  under  their  control. 
Any  such  limit  shall  not  apply  to  a qualify ing  patient  with  written  certification  from 
two  independent  physicians  that  there  are  compelling  reasons  for  additional 
amounts.  Possession  of  between  the  legal  limit  and  up  to  twice  the  legal  limit  shall 
subject  the  possessor  to  Department  sanctions,  includ ing  an  administrative  penalty 
and  loss  of  their  patient  identification  card  for  up  to  a year.  Purposefully  possessing 
amounts  in  excess  of  twice  the  legal  limit  shall  be  punishable  by  imprisonment  of  j 
up  to  one  year  and  a fine  of  up  to  two  thousand  dollars. 

-o 

(13)  The  Department  may  restrict  the  aggregate  number  of  licenses  granted  for 
Medical  Marijuana  Cultivation  Facilities,  provided,  however,  that  the  number  may  1 
not  be  limited  to  fewer  than  one  license  per  every  eighty  thousand  inhabitants,  or 
any  portion  thereof,  of  the  state  of  Missouri,  according  to  the  most  recent  census  of 
the  United  States.  In  any  year,  if  the  number  of  qualifying  app  1 icants  and  any 
renewals  exceed  such  a restriction,  the  Department  shall,  after  renewi ng  all 
qualifying  licenses,  rank  new  applicants  using  the  following  factors:  site  security; 
capacity  or  experience  with  agriculture,  horticulture,  health  care,  or  a legal  cannabis 
market;  acceptance  in  the  site  community;  potential  for  positive  economic  impact  in 
the  site  community;  and  maintaining  competitiveness  in  the  marijuana  for  medical 
use  marketplace.  In  ranking  applicants  and  awarding  licenses,  the  Department  may 
consult  or  contract  with  other  public  agencies  with  relevant  expertise  regarding 
these  factors.  The  Department  shall  lift  or  ease  any  limit  on  the  number  Medical 
Marijuana  Cultivation  Facilities  to  meet  the  demand  lor  medical  marijuana  by 
qualifying  patients. 


(14)  The  Department  may  restrict  the  aggregate  number  of  licenses  granted  for 

Mariiuana-lnfused  Products  Manufacturing  Facilities,  provided,  howgyetythaHhe 
number  may  not  be  limited  to  fewer  than  one  license  per  every  fifty  thousand 
inhabitants,  or  any  portion  thereof,  of  the  state  of  Missouri,  according  to  the  most 
recent  census  of  the  United  States.  In  any  year,  if  the  number  of  qua!  i lying 
applicants  and  any  renewals  exceed  such  a restriction,  the  Department  shall,  after 
renewing  all  qualifying  licenses,  rank  new  applicants  using  the  following  factors: 
site  security;  capacity  or  experience  with  food  and  beverage  manufacturing  or  a 
legal  cannabis  market;  acceptance  in  the  site  communifyypptential  for  positive 
economic  impact  in  the  site  community;  and  maintaining  competitiveness  in  the 
marijuana  for  medical  use  marketplace.  I n ranking  appl icants  and  award ing 
licenses,  the  Department  may  consult  or  contract  with  other  public  agencies  with 
relevant  expertise  regarding  these  factors. 


(15)  If  a countv  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  number  of  qualifying  ajjphcantyMd 
any  renewals  exceed  such  restriction,  the  Department  shall,  after  renewing^! 
qualifying  licenses,  rank  new  applicants  using  the  followingjjactors:  site  security; 
experience  or  capacity  with  health  care  or  a legal  cannabis  market;  agggptancejn 
the  site  community;  potential  for  positive  economic  impact  in  the  site  community; 
and  maintaining  competitiveness  in  the  marijuana  for  medical jjsgjriarketplace.  In 
ranking  applicants  and  awarding  licenses,  the  Department  may  consult  or  contract 
with  other  public  agenciesyyith  relevant  expertise  regarding  these  factors. 

(16)  The  Department  shall  begin  accepting  license  applications  for  Medical  Marijuana 
Dispensary  Facilities.  Medical  Marijuana  Cultivation  Facilities,  andJMedjcal 

M ariiuana- In  fused  Products  Manufactu  ring  Facilities  no  later  thatyoneTi  u n d red  fi  Tty 
days  after  the  effective  date  of  this  section.  Applications  for  licenses  undgrthjs 
section  shall  be  approved  or  denied  by  the  Department  no  later  than  onehundrgd 
fifty  davs  after  their  submission.  If  the  Department  fails  to  canyjmnts_npiv 
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d iscretionarv  duty  to  approve  or  deny  an  application  within  one  hundred  fifty  days 
of  submission,  an  applicant  may  immediately  seek  a court  order  compelling  the 
Department  to  approve  or  deny  the  application. 

(17)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  or  cards  from  the  Department.  The  Department  shall  charge  a fee 
of  twenty-five  dollars  per  year  per  card  with  such  fee  to  be  increased  or  decreased 
each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the  previous 
calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the 
U.S.  Department  of  Labor  or  its  successor  agency.  Upon  receiving  an  application 
for  a qualifying  patient  identification  card  or  qualifying  patient  cultivation 
identification  card,  the  Department  shall,  within  thirty  days,  either  issue  the  card  or 
provide  a written  explanation  for  its  denial.  If  the  Department  fails  to  issue  a card  to 
an  eligible  qualifying  patient  within  thirty  days,  then  their  physician  certification 
shall  serve  as  their  patient  identification  card  or  qualifying  patient  cultivation 
identification  card  for  up  to  one  year  from  the  date  of  physician  certification.  All 
initial  applications  for  or  renewals  of  a qualifying  patient  identification  card  or 
qualifying  patient  cultivation  identification  card  shall  be  accompan ied  by  a 
physician  certification  that  is  less  than  thirty  days  old. 

(18)  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  Department.  The  Department  shall  charge  a fee  of 
twenty-five  dollars  per  year,  with  such  fee  to  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of 
the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department 
of  Labor,  or  its  successor  agency.  Upon  receiving  an  application  for  a primary 
caregiver  identification  card,  the  Department  shall,  within  thirty  days,  either  issue 
the  card  or  provide  a written  explanation  for  its  denial. 

(19)  All  marijuana  for  medical  use  sold  in  Missouri  shall  be  cultivated  in  a licensed 
Medical  Marijuana  Cultivation  Facility  located  in  Missouri. 

(20)  All  marijuana-infused  products  for  medical  use  sold  in  the  state  of  Missouri  shall 
be  manufactured  in  a Medical  Marijuana-Infused  Products  Manufacturing  Facility. 

(21)  The  denial  of  a license,  license  renewal,  or  identification  card  by  the  Department 
shall  be  appealable  to  the  Administrative  Hearing  Commission,  or  its  successor 
entity.  Following  the  exhaustion  of  administrative  review,  denial  of  a license, 
license  renewal,  or  identification  card  by  the  Department  shall  be  subject  to  judicial 
review  as  provided  by  law, 

(22)  No  elected  official  shall  interfere  directly  or  indirectly  with  the  Department’s 
obligations  and  activities  under  this  section. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medical 
Mari  juana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  four 
percent  of  the  retail  price.  The  tax  shal  1 be  collected  by  each  licensed  Medical 
Marijuana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  five  percent  for  its  actual  collection  costs,  amounts 
generated  by  the  tax  levied  in  this  section  shall  be  deposited  by  the  Department  of 
Revenue  into  the  Missouri  Veterans’  Health  and  Care  Fund.  Licensed  entities 
making  retail  sales  within  the  state  shall  be  allowed  approved  credit  for  returns 
provided  the  tax  was  paid  on  the  returned  item  and  the  purchaser  was  given  the 
refund  or  credit. 


(2)  There  is  hereby  created  in  the  state  treasury  the  “Missouri  Veterans’  Health  and 
Care  Fund,”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The 
State  Treasurer  shall  be  custodian  of  the  fund,  and  he  or  she  shall  invest  moneys  in 
the  fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  Commissioner  of 
Administration  is  authorized  to  make  cash  operating  transfers  to  the  fund  for 
purposes  of  meeting  the  cash  requirements  of  the  Department  in  advance  of  it 
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receiving  annual  application,  licensing,  and  tax  revenue,  with  any  such  transfers  to 
be  repaid  as  provided  by  law.  The  fund  shall  be  a dedicated  fund  and  shall  stand 
appropriated  without  further  legislative  action  as  follows: 

(a)  First,  to  the  Department,  an  amount  necessary  for  the  Department  to  carry  out 
this  section,  including  repayment  of  any  cash  operating  transfers,  payments  made 
through  contract  or  agreement  with  other  state  and  public  agencies  necessary  to 
carry  out  this  section,  and  a reserve  fund  to  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carrying  out  this  section; 

(b)  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri 
Veterans  Commission  for  health  and  care  services  for  military  veterans,  including 
the  following  purposes:  operations,  maintenance  and  capital  improvements  of  the 
Missouri  Veteran’s  Homes,  the  Missouri  Service  Officer’s  Program,  and  other 
services  for  veterans  approved  by  the  Commission,  including  but  not  limited  fc  - 
health  care  services,  mental  health  services,  drug  rehabilitation  services,  housing 
assistance,  job  training,  tuition  assistance,  and  housing  assistance  to  prevent 

homelessness.  The  Missouri  Veterans  Commission  shall  contract  with  other 
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public  agencies  for  the  delivery  of  services  beyond  its  expertise. 

(c)  All  moneys  from  the  taxes  authorized  under  this  subsection  shall  provide 
additional  dedicated  funding  for  the  purposes  enu merated  above  and  shall  not 
replace  existing  dedicated  funding. 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kept  by  the  seller 
which  identifies  by  secure  and  encrypted  patient  number  issued  by  the  seller  to  the 
qualifying  patient  involved  in  the  sale,  all  amounts  and  types  of  marijuana  involved 
in  the  sale  and  the  total  amount  of  money  involved  in  the  sale,  including 
itemizations,  taxes  collected  and  grand  total  sale  amounts.  All  such  records  shall  be 
kept  on  the  premises  in  a readily  available  format  and  be  made  available  for  review 
by  the  Department  and  the  Department  of  Revenue  upon  request.  Such  records  shall 
be  retained  for  five  years  from  the  date  of  the  sale. 

(4)  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  addition  toany 
general  state  and  local  sales  and  use  taxes  that  apply  to  retail  sales,  which  shall 
continue  to  be  collected  and  distributed  as  provided  by  general  law. 

(5)  Except  as  authorized  in  this  subsection,  no  additional  taxes  shall  be  imposed  on  the 
sale  of  mari  juana  for  medjcafuse. 

Additional  Patient,  Physician,  Caregiver  and  Provider  Protections 

(1)  Except  as  provided  in  this  section,  the  possession  of  marijuana  in  quantities  less 
than  the  limits  of  this  section  or  established  by  the  Department  and  transportation  of 
marijuana  from  a Medical  Marijuana  Dispensary  Facility  to  the  qualijying_patient 
residence  shall  not  subject  the  possessor  to  arrest,  criminal  or  cmLliaMlty,_ot 
sanctions  under  Missouri  law,  provided  that  the  possessor  produces  on  demandto 
the  appropriate  authority  a valid  qualifying  patient  identification  card;  a valid 
patient  cultivation  identification  card;  a valid  physician  certification  while  making 
application  for  an  identification  card:  or  a valid  primary  caregiver  identification 
card.  Production  of  the  respective  equivalent  identification  card  oxAytllQTization 
issued  by  another  state  or  political  subdivision  of  another  state  shall  also  meet_the 
requirements  of  this  subdivision. 

(2)  No  patient  shall  be  denied  access  to  or  priority  for  an  organ  transplant  because  they 
hold  a qualifying  patient  identification  card  or  use  marijuana  for  medjcahjse, 

(3)  A physician  shall  not  he  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missou ri  law  or  discipline  by  the  Missouri  State  Board  of  Registrat ion  for  the 
Healing  Arts,  or  its  successor  agency,  for  issuing  a physiciancertification  toa 
patient  diagnosed  with  a qual ifying  medical  condition  in  a manner  consistent_wjth 
this  section  and  lega  1 standards  of  professio nal  conduct. 

(4)  A health  care  provider  shall  not  be  subiect  to  civil  or  criminafprosecution,  denial  of 
any  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission  for  proyjdingjTgaffh 
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care  services  that  involve  the  medical  use  of  marijuana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

(5)  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
any  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  mari  juana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct- 

lb)  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medical  use  of  marijuana  by  non-emancipated  qualifying  patients  under 
eighteen  years  of  age  in  a manner  consistent  with  this  section  and  with  consent  of  a 
parent  or  guardian. 

(7)  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing,  transporting,  or  administering  marijuana  for 
medical  use  by  a qualifying  patient  or  participating  in  the  patient  cultivation  of  up 
to  six  flowering  marijuana  plants  per  patient  in  a manner  consistent  with  this  section 
and  generally  established  legal  standards  of  personal  or  professional  conduct. 

(8)  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association  or 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary 
Facilities,  Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  qualifying 
patients,  primary  caregivers,  physicians,  health  care  providers  or  others  related  to 
activity  that  is  no  longer  subject  to  criminal  penalties  under  state  law  pursuant  to 
this  section. 


(9)  Actions  and  conduct  by  Qualifying  Patients,  Primary  Caregivers,  Medical 
Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Fac i lities,  or  Medical  Marijuana  Dispensary  Facilities  licensed  or 
registered  with  the  Department,  or  their  employees  or  agents,  as  permitted  by  this 
section  and  in  compliance  with  Department  regulations  and  other  standards  of  legal 
conduct,  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law,  except  as  provided  for  by  this  section, 

(10)  Nothing  in  this  section  shall  provide  immunity  for  negligence,  either  common  law 
or  statutorily  created,  nor  criminal  immunities  for  operating  a vehicle,  aircraft, 
dangerous  device,  or  navigating  a boat  under  the  influence  of  mari  juana. 

(11)  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients,  Primary  Caregivers, 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  and  those 
who  allow  property  to  be  used  by  those  entities,  should  be  enforceable.  It  is  the 
public  policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qualifying 
Patients,  Primary  Caregivers,  Medical  Marijuana  Cultivation  Facilities,  Medical 
Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical  Marijuana 
Dispensary  Facilities,  or  by  a person  who  allows  property  to  be  used  for  activities 
that  are  exempt  from  state  criminal  penalties  by  this  section,  shall  be  unenforceable 
on  the  basis  that  activities  related  to  medical  marijuana  may  be  prohibited  by 
federal  law. 


6.  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  laws  consistent  with 
this  sect  ion,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shall 
not  enact  laws  that  hinder  the  right  of  qualifying  patients  to  access  marijuana  for  medical  use 
as  granted  by  this  section 

7.  Additional  Provisions 


(1)  Nothing  in  this  section  permits  a person  to: 


(a)  Consume  marijuana  for  medical  use  in  a jail  or  correctional  facility; 
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(b)  Undertake  any  task  under  the  influence  of  marijuana  when  doing  so  would 
constitute  negligence  or  professional  malpractice;  or 

(c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or 
motor  vehicle,  aircraft  or  motorboat  while  under  the  influence  of  marijuana;  or 

(d)  Bring  a claim  against  any  employer,  former  employer,  or  prospective  employer 
for  wrongful  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy, 
based  on  the  employer,  former  employer,  or  prospective  employer  prohibiting  the 
employee,  former  employee,  or  prospective  employee  from  being  under  the 
influence  of  marijuana  while  at  work  or  disciplining  the  employee  or  former 
employee,  up  to  and  including  termination  from  employment,  for  working  or 
attempting  to  work  while  under  the  influence  of  marijuana. 

(2)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shal  1 be  owned.-in 
whole  or  in  part,  or  have  as  an  officer,  director,  board  member,  manager,  or  £r> 
employee,  any  individual  with  a disqualifying  felony  offense.  A “disqualifying  £3 
felony  offense”  is  a violation  of,  and  conviction  or  guilty  plea  to,  state  or  federal  lgw 
that  is,  or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the  sentence' 
imposed,  unless  the  Department  determines  that: 

(a)  The  person’s  conviction  was  for  the  medical  use  of  marijuana  or  assisting  in  the  r- 
medical  use  of  marijuana;  or 

(b)  The  person’s  conviction  was  for  a non-violent  crime  for  which  he  or  she  was  not 
incarcerated  and  that  is  more  than  five  years  old;  or 

(c)  More  than  five  years  have  passed  since  the  person  was  released  from  parole  or 
probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal 
offenses. 


The  Department  may  consult  with  and  rely  on  the  records,  advice  and 
recommendations  of  the  Attorney  General  and  the  Department  of  Public  Safety,  or 
their  successor  entities,  in  applying  this  subdivision. 

(3)  All  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  licenses  shall  be 
held  bv  entities  that  are  majority  owned  by  natural  persons  who  have  been  citizens 
of  the  state  of  Missouri  for  at  least  one  year  prior  to  the  application  for  such  licensg 
or  licenses.  Notwithstanding  the  forgoing,  entities  outside  the  state  of  Missouri  may 
own  a minority  stake  in  such  entities. 

(4j  A county  may  require  a site  permit  for  a Medical  Marijuana  Dispensary  Facility- 
utilizing  generally  applicable  permitting  standards.  In  addition,  by  February  1 , 

2017.  a county  may  limit  the  number  of  site  permits  to  be  granted  for  Medical 
Marijuana  Dispensary  Facilities,  provided,  however,  that  the  number_may  not  be 
limited  to  fewer  than  one  site  for  every  thirty  thousand  inhabitants,  or  any  portion 
thereof,  in  such  county,  according  to  the  most  recent  census  of  the  United  States. 
After  a county's  initial  site  permit  limit  notification,  a county  shall  notify  the 
Department  of  any  change  to  its  site  permit  limit  within  ten  days  of  sucjidgcjsjon; 
however,  the  number  of  site  permits  shall  not  be  less  than  the  number  of  licenses 
previously  issued  by  the  Department  for  that  county. 

(5)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  DispensaryyFacillty, 
nr  Medical  Mariiuana-lnfused  Products  Manufacturing  Facility  shall  manufacture, 
package  or  label  marijuana  or  marijuana-infused  products  in  a false  or  misleading 
manner.  No  person  shall  sell  anv  product  in  a manner  designed  to  causg  confusion 
between  a marijuana  or  marii uana-infused  product  and  any  product  not  containing 
marijuana.  A violation  of  this  subdivision  shall  be  punishable  byjLnagErPPr'ate  ar|d 
proportional  Department  sanction,  up  to  and  including  loss  ofjigense. 

(6)  All  edible  marijuana-infused  products  shall  be  sold  in  individual,  child^resjstant 
containers  that  are  labeled  with  dosage  amounts,  instructions  tor  use,  and^gtirnated 
length  of  effectiveness.  All  marijuana  and  marijuana-infused  products  shall  be  sold 
in  containers  clearly  and  conspicuously  labeled,  in  a font  size  at  least  as  large  as  the 
largest  other  font  size  used  on  the  package,  as  containing  ’‘Marijuana,  or  a 
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“Marijuana-Infused  Product.”  Violation  of  this  prohibition  shall  subject  the  violator 
to  Department  sanctions,  including  an  administrative  penal ty. 

(7)  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  marijuana  for  medical  use  in  a public  place. 

Violation  of  this  prohibition  shall  subject  the  violator  to  sanctions  as  provided  by 
general  law. 

(9)  No  person  shall  extract  resins  from  marijuana  using  dangerous  materials  or 
combustible  gasses  without  a Medical  Marijuana-Infused  Products  Manufacturing 
Facility  license.  Violation  of  this  proh ibition  shall  subject  the  violator  to 
Department  sanctions,  including  an  administrative  pena  1 ty  and  loss  of  their 
identification  card  or  license  for  up  to  one  year. 

(10)  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that  is 
equipped  with  security  devices  that  permit  access  only  by  the  qualifying  patient  or 
by  such  patient’s  primary  caregiver.  Two  qual ifying  patients,  who  both  hold  valid 
patient  cultivation  identification  cards,  may  share  one  enclosed,  locked  facility.  No 
more  than  twelve  patient  or  primary  caregiver  cultivated  flowering  marijuana  plants 
may  be  cul tivated  in  a si ngle,  enclosed  locked  facility,  except  when  a primary 
caregiver  also  holds  a patient  cultivation  identification  card,  in  which  case  no  more 
than  eighteen  flowering  marijuana  plants  may  be  cultivated  in  a single,  enclosed, 
locked  facility. 

(11)  No  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary 
Facility,  or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall 
assign,  sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other 
entity  without  the  express  consent  of  the  Department,  not  to  be  unreasonably 
withheld. 


(12)  Unless  allowed  by  the  local  government,  no  new  Medical  Marijuana  Cultivation 
Facility,  Medical  Marijuana  Dispensary  Facility,  or  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  shall  be  initially  sited  within  one  thousand  feet  of 
any  then-existing  elementary  or  secondary  school,  child  day-care  center,  or  church. 
No  local  government  shall  prohibit  Medical  Marijuana  Cultivation  Facilities, 
Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical 
Marijuana  Dispensary  Facilities,  either  expressly  or  through  the  enactment  of 
ordinances  or  regulations  that  make  their  operation  unduly  burdensome  in  the 
j urisdiction.  However,  local  governments  may  enact  ordinances  or  regulations  not 
in  conflict  with  this  section,  or  with  regulations  enacted  pursuant  to  this  section, 
governing  the  time,  place,  and  manner  of  such  facilities  in  the  locality.  A local 
government  may  establish  civil  penalties  for  violation  of  an  ordinance  or 
regulations  governing  the  time,  place,  and  manner  of  operation  ot  a Medical 
Marijuana  Cultivation  Facility,  Medical  Marijuana  Infused  Products  Manufacturing 
Facil  ity,  or  Medical  Marijuana  D ispensary  Facility  that  may  ope  rate  in  such 
locality. 

(13)  Unless  superseded  by  federal  law  or  an  amendment  to  this  Constitution,  a 
physician  shall  not  recommend  the  medical  use  of  marijuana  to  a patient  by  any 
means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  In  any  year,  no 
physician  shall  issue  more  physician  certifications  than  a number  equivalent  to 
twenty-five  percent  of  their  total  number  of  prescriptions  for  other  drugs.  A 
qualifying  patient  must  obtain  a new  physician  certification  at  least  annually. 

(14)  A physician  shall  not  issue  a certification  for  the  medical  use  of  marijuana  for  a 
non-emancipated  qualifying  patient  under  the  age  of  eighteen  without  the  written 
consent  of  the  qualifying  patient’s  parent  or  legal  guardian.  The  Department  shall 
not  issue  a patient  identification  card  on  behalf  of  a non-emancipated  qualifying 
patient  under  the  age  of  eighteen  without  the  written  consent  of  the  qualifying 
patient’s  parent  or  legal  guardian.  Such  card  shall  be  issued  to  one  of  the  parents  or 
guardians  and  not  directly  to  the  patient.  Only  a parent  or  guardian  may  serve  as  a 
primary  caregiver  for  a non-emancipated  qualifying  patient  under  the  age  of 
eighteen.  Only  the  qualifying  patient’s  parent  or  guardian  shall  purchase  or  possess 


medical  marijuana  for  a non-emancipated  patient  under  the  age  of  eighteen.  A parent 
or  guardian  shall  supervise  the  administration  of  medical  marijuana  to  a non- 
emancipated  patient  under  the  age  of  eighteen 

(15)  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurance  coverage 
of  medical  marijuana  for  qualifying  patient  use. 

(16)  Real  and  personal  property  used  in  the  cultivation,  manufacture,  transport,  testing, 
distribution,  sale,  and  administration  of  marijuana  for  medical  use  or  for  activities 
otherwise  in  compliance  with  this  section  shall  not  be  subject  to  asset  forfeiture 
solely  because  of  that  use. 

8.  Severability 

The  provisions  of  this  section  are  severable,  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measure,  or  an  application  thereof,  is  adjudged  invalid  by  any  court  of  competent 
jurisdiction,  the  other  provisions  shall  continue  to  be  in  effect  to  the  fullest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8,  2016,  as  provided _by 
this  Constitution. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-135) 


Subject 

Initiative  petition  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 
Article  XVI  of  the  Constitution  of  Missouri.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  create  a new  Article  XVI  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Mark  R.  Reading  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor’s  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  submitted  the 
following  information  regarding  their  estimate  of  what  it  would  cost  to  implement  the 
initiative  petition  within  the  timeframes  specified  therein.  However,  it  should  be  noted 
that  their  department  has  serious  concerns  that  it  may  not  be  possible  to  meet  the 
specified  timeframes,  as  follows: 

Staffing/hiring  - If  the  measure  passed  in  early  November,  they  would  have  roughly  one 
month  before  it  took  effect  on  December  8,  2016 — which  is  not  enough  time  to  have  staff 
on  board.  DHSS  is  a Merit  System  agency,  and  it  takes  roughly  two  months  for  Merit 
System  hires.  That  would  be  an  enormous  problem  because  of  the  requirements  that  they 
draft  application  forms/instructions  and  make  them  available  to  the  public  within  a short 
time  period  and  then  act  on  them  shortly  thereafter.  Even  drafting  emergency  rules  in 
such  a short  time  period  would  be  extremely  difficult.  DHSS  does  not  have  extra  staff 
that  could  be  reassigned  to  such  tasks  until  such  time  as  new  staff  could  be  hired. 

Funding  - Their  estimates  of  revenue  and  expenditures  indicate  a multi-million  dollar 
negative  impact  in  the  first  fiscal  year.  The  initiative  petitions  state  that  funding  will 
“stand  appropriated  without  further  legislative  action”  and  specify  that  the  Commissioner 
of  Administration  can  loan  money  to  the  newly  created  fund.  However,  that  would  not 
appear  to  solve  the  problem  because  their  estimates  project  a negative  impact  in  the  first 
year — so  they  could  not  pay  back  whatever  amount  was  borrowed.  Also,  it  is  worth 
noting  that  the  fund  that  normally  makes  such  cash  flow  loans  is  the  Budget  Reserve 
Fund.  By  law  it  must  be  repaid  by  May  15th  of  each  fiscal  year,  so  any  borrowing  must  be 
repaid  within  the  same  fiscal  year. 

The  DHSS  indicated  a total  estimated  net  negative  effect  on  state  funds  of  $2,069,1 18  for 
fiscal  year  (FY)  2017  and  a total  estimated  positive  effect  on  state  funds  of  $6,708,418 
for  FY  2018. 

This  proposal  is  not  an  entire  duplication;  however,  Section  192.945,  RSMo,  allows  the 
DHSS  to  issue  a hemp  extract  registration  card  for  persons  suffering  from  intractable 
epilepsy.  The  hemp  extract  registration  card  allows  for  the  legal  possession  and  use  of 


cannabidiol  (CBD)  oil.  This  proposal  allows  for  the  legal  use  of  marijuana  for  persons 
who  are  issued  a registration  card  due  to  a debilitating  medical  condition.  Under  this 
proposal,  patients  with  intractable  epilepsy  could  also  qualify  to  receive  a registration 
card  for  medical  marijuana  use. 

Rental  space  would  be  needed  for  89  full-time  employees  (FTE)  located  in  Jefferson 
City:  89  FTE  x 230  sq  ft/FTE  x $16.75/sq.  ft.  = $342,872.50. 

The  proposed  language  would  legalize  the  use  of  marijuana  for  medicinal  purposes. 
There  could  be  an  unknown  impact  on  small  businesses  that  serve  as  cultivators, 
manufacturers,  or  dispensary  facilities. 

The  proposed  constitutional  amendment  requires  the  DHSS  to  issue  annual  registrations 
for  patients  and  their  designated  caregivers,  patient  and  caregiver  cultivators,  medical 
marijuana  cultivation  facilities,  medical  marijuana  dispensary  facilities,  and  medical 
marijuana-infused  products  manufacturing  facilities. 

The  proposal  allows  for  the  following  registration/license  fees  to  be  collected: 


Initial  Application  and  Annual  Renewal 

Qualifying  Patient 
ID  Card 

$25.00 

Primary  Caregiver 
ID  Card 

$25.00 

Patient  or 

Caregiver 

Cultivation  ID  Card 

$100.00 

Initial  Application  Fee 
& Renewal  License 
Application  Fee  (3  yr. 
license) 

Annual  Licensing 

Fee 

Medical  Marijuana 
Cultivation  Facility 
License 

$3,000 

$20,000 

Medical  Marijuana 
Dispensary  Facility 
License 

$3,000 

$10,000 

Medical  Marijuana- 
Infused  Products 
Manufacturing 
License 

$3,000 

$10,000 

The  provisions  of  this  section  shall  become  effective  on  December  8,  2016.  According  to 
the  proposed  provisions  of  this  section,  DHSS  shall  make  available  to  the  public  all 
license  application  forms  and  the  application  forms  for  qualifying  patients,  caregivers, 
and  qualifying  patient  cultivation  identification  cards  within  90  days  of  the  effective  date 


of  the  section.  DHSS  shall  accept  all  applications  no  later  than  150  days  following  the 
effective  date  of  this  section.  For  purposes  of  this  fiscal  note,  it  is  assumed  that  the  first 
fees  for  license  applications  and  identification  cards  would  be  collected  May  1,  2017  (FY 
2017). 

The  estimations  for  the  number  of  each  type  of  registration  and  license  issued  each  year 
are  detailed  later  in  this  response.  The  total  estimate  of  collected  fees  equals  $945,050  for 
FY  2017  and  $13,710,250  for  FY  2018. 

Section  1.3(2)(e)  allows  DHSS  to  issue  rules  creating  a range  of  administrative  penalties 
related  to  implementation  and  enforcement  of  rules  that  ensure  the  right  to,  availability, 
and  safe  use  of  marijuana  for  medical  use.  These  administrative  penalties  could  include 
penalty  fees  but  the  fee  amounts  and  frequency  of  penalties  issued  is  unknown  at  this 
time. 

Section  1.4(1)  of  the  proposed  amendment  mandates  each  licensed  Medical  Marijuana 
Dispensary  facility  to  collect  a four  percent  tax  on  the  retail  sale  of  all  medical  marijuana 
products  sold  to  be  collected  by  the  Department  of  Revenue  (DOR).  The  amount  of  tax 
that  will  be  collected  is  unknown  and  is  referred  to  the  DOR  for  these  estimations. 

The  DOR  may  retain  up  to  five  percent  of  the  annual  taxes  collected.  The  rest  of  the  tax 
collected  is  to  be  deposited  by  the  DOR  into  the  Missouri  Veterans’  Health  Care  Fund. 
This  fund  shall  consist  of  all  fees  and  taxes  collected  by  this  proposed  section. 

Division  of  Community  and  Public  Health  (DCPH) 

Section  1.3(1)  authorizes  DHSS  to  grant  or  refuse  licenses  for  the  cultivation, 
manufacture,  distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  the 
provisions  of  Section  1 . This  section  also  authorizes  DHSS  to  suspend,  fine,  restrict,  or 
revoke  such  licenses  upon  any  violation  of  this  section  or  a rule  promulgated  by  DHSS 
pursuant  to  this  section.  DHSS  shall  develop  such  rules,  forms,  licenses,  identification 
cards,  and  applications  as  necessary  to  implement  provisions  of  this  section.  DHSS  is 
also  required  to  certify  at  least  two  commercially  available  software  products  that 
licensees  must  use  for  seed-to-sale  tracking  standards.  DHSS  is  to  prepare  annually  a 
publicly  available  report  accounting  to  the  Governor  for  the  efficient  discharge  of  all 
responsibilities  assigned  to  them  by  this  section. 

Section  1.3(2)  pennits  DHSS  to  issue  any  rules  necessary  to  ensure  the  right  to, 
availability  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  This 
includes  addressing:  requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  that  may  become  necessary;  the  creation  of  a range 
of  administrative  penalties;  development  of  individual  identification  cards  for  owner, 
officers,  managers,  contractors,  employees,  and  other  support  staff  of  entities  licensed 
pursuant  to  this  section;  security  requirements  for  any  premises  licensed;  regulation  of  the 
storage  and  transportation  of  marijuana  for  medical  use;  sanitary  requirements  for  the 
preparation  of  medical  marijuana-infused  products;  labeling  and  packaging  standards; 


and  records  to  be  kept  by  the  licensees,  state  licensing  procedures  for  initial  licenses, 
renewals  and  reinstatements. 

Section  1.3(3)  requires  DHSS  to  issue  rules  regarding  independent  testing  and 
certification  for  medical  marijuana  licensees  to  ensure  products  that  are  sold  for  human 
consumption  are  correctly  labeled  and  do  not  contain  contaminants  that  are  injurious  to 
health. 

Section  1.3(5)  requires  DHSS  to  make  available  to  the  public  license  application  forms 
(for  all  types  of  licensees)  and  instructions  within  90  days  of  the  effective  date  of  this 
section. 

Section  1.3(6)  requires  DHSS  to  make  available  to  the  public  application  forms  and 
accompanying  instructions  for  qualified  patients,  qualified  patient  or  caregiver 
cultivation,  and  primary  caregiver  identification  cards  within  90  days  of  the  effective  date 
of  this  section.  The  DHSS  is  also  required  to  accept  these  applications  within  150  days  of 
the  effective  date  of  this  section. 

Section  1.3(16)  requires  DHSS  to  begin  accepting  medical  marijuana  cultivating, 
dispensing,  and  manufacturing  facility  license  applications  no  later  than  150  days  from 
the  effective  date  and  shall  either  approve  or  deny  within  150  days  after  submission. 

Section  1.3(17)  requires  DHSS  to  process  a qualifying  patient  identification  card  within 
30  days  of  receipt  of  the  application. 

Section  1.3(18)  requires  DHSS  to  process  a primary  caregiver  identification  card  within 
30  days  of  receipt  of  the  application. 

Information  Technology  Services  Division  (ITSD) 

Support  of  an  IT  vendor  to  build  a data  system  to  support  the  administration  and 
reporting  requirements  indicated  in  Section  1 of  Article  XVI  (Right  to  Access  Medical 
Marijuana).  The  system  would  be  used  by  the  department  to  process  applications  to 
include  issuance  of  licenses  and  identification  cards. 

Division  of  Administration 

Specific  program  impact  for  the  DHSS  is  in  the  Division  of  Community  and  Public 
Health.  However,  application  and  license  transactions  will  have  associated  fees,  which 
impacts  the  Division  of  Administration. 

Office  of  General  Counsel 

One  full-time  attorney  would  be  needed  to  assist  in  drafting  emergency  and  proposed 
regulations  and  forms;  perform  legal  research  and  provide  day-to-day  legal  counsel  to  the 
program;  and  represent  the  department  in  appeals  of  licensure  and  identification  card 
denials. 


The  proposed  amendment  requires  DHSS  to  adjust  (increase  or  decrease)  registration  and 
license  fees  according  to  the  Consumer  Price  Index  as  published  by  the  U.S.  Department 
of  Labor.  The  change  in  fees  collected  (increase  or  decrease)  due  to  this  provision  is 
unable  to  be  determined  at  this  time. 

Division  of  Community  and  Public  Health  (DCPH) 

Applications  for  Patient  and  Caregiver  Identification 

Section  1 requires  DHSS  to  issue  registration  cards  for  qualified  patients  and  their 
caregivers.  An  October  2014  study  by  the  nonprofit  entity  ProCon  organization  published 
the  rates  of  patient  registration  cards  issued  for  each  state  with  a medical  marijuana 
program  (http://medicalmariiuana.procon.org/view.resource.php7resourceniH005889). 
This  study  found  that  Oregon  was  issuing  qualified  patient  cards  at  a ratio  of  17.7  per 
1,000  patient  populations.  For  purposes  of  this  fiscal  note,  the  State  of  Oregon’s  program 
will  be  benchmarked  in  regards  to  the  number  of  patient  and  primary  caregiver 
registrants.  While  the  Oregon  program  was  initiated  in  May  1999  and  therefore  has  an 
established  program,  the  state  of  Missouri’s  chronic  disease  rates  are  generally  higher  and 
the  qualifying  medical  conditions  accepted  under  Missouri’s  proposal  are  broader  than 
those  of  Oregon. 

Calculation  of  applications: 

• Patients:  According  to  the  2014  U.S.  Census  Bureau  information,  Missouri’s 

population  is  at  6,063,589.  Applying  the  rate  of  17.7  applications  per  1,000 
residents,  Missouri  would  estimate  issuing  107,326  patient  registration  cards 
annually  (6,063,589/1,000  x 17.7). 

• Caregivers:  According  to  the  October  1,  2015  data  on  Oregon’s  Medical  Marijuana 
Program  Website,  the  ratio  of  patient  registration  cards  to  caregiver  cards  is 
calculated  at  2.09.  Calculating  this  same  ratio,  Missouri  would  estimate  issuing 
51,352  caregiver  cards  annually  (107,326/2.09). 

The  proposed  effective  date  of  the  medical  marijuana  program  is  December  8,  2016. 
DHSS  is  required  to  have  the  applications  for  the  qualifying  patient  and  caregiver 
identification  cards  available  within  90  days  of  the  effective  date  (March  8,  2017). 
Section  1.3(6)  requires  DHSS  to  begin  accepting  applications  for  the  qualifying  patient 
and  caregiver  cards  no  later  than  150  days  from  the  effective  date  (May  8,  2017).  For 
purposes  of  this  fiscal  note  analysis,  it  is  assumed  that  DHSS  will  begin  accepting 
applications  May  1,  2017  and  will  receive  15  percent  of  the  expected  annual  registrations 
within  the  remaining  two  months  of  FY  2017  (107,326  x .15  = 16,099  patient  cards, 
51,352  x .15  = 7,703  caregiver  cards).  In  FY  2018,  DHSS  will  receive  the  remaining  85 
percent  of  the  expected  annual  registration  applications  (107,326  x .85  = 91,227  patient 
cards,  51,352  x .85  = 43,649  caregiver  cards).  DHSS  will  collect  an  application  fee  of 
$25  per  card,  per  Section  1.3(17)  and  1.3(18).  It  is  assumed  that  the  fees  will  be  collected 
in  the  same  fiscal  year  the  applications  are  received. 


FY  2017 

FY  2018 

Qualifying  Patient  Initial 
Applications 

16,099 

91,227 

Qualifying  Patient 

Renewal  Applications 

0 

16,099 

Caregiver  Initial 

Applications 

7,703 

43,649 

Caregiver  Renewal 

Applications 

0 

7,703 

Total  Patient  & Caregiver 
Identification  Cards 

23,802 

158,678 

Total  Patient  & Caregiver 
Application  Fees 

$595,050 

$3,966,950 

Applications  for  Patient  or  Caregiver  Cultivation  Identification  Cards 

Section  1 requires  DHSS  to  issue  identification  cards  for  a qualifying  patient  or  his  or  her 
primary  caregiver  for  purposes  of  cultivating  up  to  six  flowering  marijuana  plants  for  the 
exclusive  use  of  the  qualifying  patient.  For  purposes  of  this  fiscal  note,  it  is  estimated  that 
10  percent  of  the  qualifying  patients  will  grow  marijuana  for  themselves  or  it  will  be 
grown  by  their  designated  primary  caregiver.  Therefore,  it  is  estimated  that  1,610 
cultivation  cards  will  be  issued  in  FY  2017  (16,099  x .10),  and  10,733  (107,326  x .10) 
will  be  issued  in  FY  2018.  DHSS  will  collect  an  annual  application  fee  of  $100  per 
Section  1.3(10). 


FY  2017 

FY  2018 

Cultivation  Initial  Applications 

1,610 

9,123 

Cultivation  Renewal 

Applications 

0 

1,610 

Total  Cultivation  Identification 
Cards 

1,610 

10,733 

Total  Cultivation  Identification 
Fees 

$161,000 

$1,073,300 

Application  and  Licensing  of  Medical  Marijuana  Cultivation  Facilities 

Section  1 authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana  cultivation  facilities.  For  purposes  of  this  fiscal  note  analysis,  it  is 
estimated  that  76  facilities  will  apply  and  become  licensed  to  fully  operate  cultivation 
facilities  by  the  end  of  FY  2018.  This  estimate  is  based  on  the  assumption  that  DHSS  will 
limit  the  number  of  cultivation  facilities  licensed  at  the  minimum  required  of  one  facility 
per  80,000  residents  (6,063,589  Missouri  residents/80,000  residents  per  facility  = 76 
facilities  as  allowed  per  Section  1.3(13).  Since  DHSS  must  accept  applications  within 
150  days  of  the  effective  date  of  the  proposal  but  has  150  days  to  process  an  application 
for  licensure,  DHSS  will  begin  collecting  application  fees  in  FY  2017  but  will  not  collect 
the  first  license  fees  until  FY  2018.  The  proposed  amendment  sets  the  application  fee  at 
$3,000  with  an  additional  $20,000  fee  for  each  year  of  the  license.  The  initial  application 
is  valid  for  a three  year  license  period. 


FY  2017 

FY  2018 

Cultivation  Facility 

Applications 

8 

68 

Cultivation  Facility  Application 
Fees  ($3,000) 

$24,000 

$204,000 

Cultivation  Facility  Annual 
Licenses 

0 

76 

Cultivation  Facility  Annual 
License  Fees  ($20,000) 

$0 

$1,520,000 

Total  Cultivation  Application  & 
License  Fee 

$24,000 

$1,724,000 

Application  and  Licensing  of  Medical  Marijuana  Dispensing  Facilities 

Section  1 authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana  dispensing  facilities.  For  purposes  of  this  fiscal  note  analysis,  it  is 
estimated  that  386  facilities  will  apply  and  become  licensed  to  fully  operate  dispensing 
facilities  by  the  end  of  FY  2018.  This  estimate  is  based  on  the  assumption  that  an  average 
dispensing  facility  will  serve  250  qualified  patients  (excluding  those  who  have  a 
cultivation  identification  card).  This  estimate  is  based  on  the  current  (October  2015)  ratio 
of  registered  dispensing  facilities  to  qualifying  patients  seen  in  the  state  of  Oregon.  Since 
DHSS  must  accept  applications  within  150  days  of  the  effective  date  of  the  proposal  but 
has  150  days  to  process  an  application  for  licensure,  DHSS  will  begin  collecting 
application  fees  in  FY  2017  but  will  not  collect  the  first  license  fees  until  FY  2018.  The 
proposed  amendment  sets  the  application  fee  at  $3,000  with  an  additional  $10,000  fee  for 
each  year  of  the  license.  The  initial  application  is  valid  for  a three  year  license. 


FY  2017 

FY  2018 

Dispensing  Facility 

Applications 

39 

347 

Dispensing  Facility  Application 
Fees 

$117,000 

$1,041,000 

Dispensing  Facility  Annual 
Licenses 

0 

386 

Dispensing  Facility  Annual 
License  Fees  ($10,000) 

$0 

$3,860,000 

Total  Dispensing  Application  & 
License  Fee 

$117,000 

$4,901,000 

Application  and  Licensing  of  Medical  Marijuana-Infused  Products  Manufacturing 
Facilities 

Section  1 authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana-infused  products  manufacturing  facilities.  For  purposes  of  this  fiscal 
note  analysis,  it  is  estimated  that  161  facilities  will  apply  and  become  licensed  to  fully 
operate  medical  marijuana-infused  products  manufacturing  facilities  by  the  end  of  FY 
2018.  This  estimate  is  based  on  the  assumption  that  an  average  dispensing  facility  will 
serve  600  qualified  patients  (excluding  those  who  have  a cultivation  identification  card). 


This  estimate  is  based  on  the  current  (October  2015)  ratio  of  registered  dispensing 
facilities  to  qualifying  patients  seen  in  the  state  of  Colorado.  Since  DHSS  must  accept 
applications  within  150  days  of  the  effective  date  of  the  proposal  but  has  150  days  to 
process  an  application  for  licensure,  DHSS  will  begin  collecting  application  fees  in  FY 
2017  but  will  not  collect  the  first  license  fees  until  FY  2018.  The  proposed  amendment 
sets  the  application  fee  at  $3,000  with  an  additional  $10,000  fee  for  each  year  of  the 
license.  The  initial  application  is  valid  for  a three  year  license. 


FY  2017 

FY  2018 

Manufacturing  Facility 

Applications 

16 

145 

Manufacturing  Facility 

Application  Fees  ($3,000) 

$48,000 

$435,000 

Manufacturing  Facility  Annual 
Licenses 

0 

161 

Manufacturing  Facility  Annual 
License  Fees  ($10,000) 

$0 

$1,610,000 

Total  Manufacturing 

Application  & License  Fee 

$48,000 

$2,045,000 

Total  Revenue  in  Application  and  Licensing  Fees 


FY  2017 

FY  2018 

Patient  & Caregiver  Application 
Fees 

$595,050 

$3,966,950 

Patient  or  Caregiver  Cultivation 
Fees 

$161,000 

$1,073,300 

Cultivation  Facility  Fees 

$24,000 

$1,724,000 

Dispensing  Facility  Fees 

$117,000 

$4,901,000 

Infused  Products  Manufacturing 
Fees 

$48,000 

$2,045,000 

Total  Fees 

$945,050 

$13,710,250 

Program  Operations:  Staffing 

Section  1 requires  the  establishment  of  a medical  marijuana  program  through 
promulgation  of  rules  and  implementation  of  those  rules  for  administration  of  patient  and 
caregiver  identification  cards;  patient  or  caregiver  cultivation  identification  cards;  and 
licensing  of  medical  marijuana  cultivation  facilities,  dispensing  facilities  and  infused 
products  manufacturing  facilities.  This  also  includes  the  development  of  all  program 
applications  and  forms,  identification  cards,  and  a computerized  database  system  to  allow 
for  the  electronic  storage  of  and  processing  of  data  needed  to  issue  identification  cards 
and  licenses.  As  a result,  DCPH  anticipates  the  need  to  hire  the  following  staff  beginning 
on  December  8,  2016  (FY  2017)  to  begin  development  of  the  program/system: 

One  Program  Manager  Broad  Band  2 ($65,000)  - will  serve  as  Chief  of  the  Medical 
Marijuana  Bureau.  Duties  will  include  overall  program  management,  including 


involvement  in  rule  promulgation,  development  of  fonns,  program  policies  and 
procedures,  information  system  development,  and  initial  program  set-up.  This  position 
will  also  supervise  the  two  Unit  (Program)  Coordinators,  two  Investigator  III  positions,  a 
Health  Program  Representative  III,  and  a Bureau  Administrative  Office  Support 
Assistant. 

Two  Program  Coordinators  (A30,  $49,128,  Step  H)  - will  serve  as  Unit  Coordinators. 
One  Unit  will  be  responsible  for  processing  patient  and  caregiver  applications,  including 
patient  or  caregiver  cultivation  applications.  The  other  unit  will  be  responsible  for  the 
applications  and  licensing  of  the  medical  marijuana  cultivation  facilities,  dispensing 
facilities,  infused-products  manufacturing  facilities.  These  positions  will  be  involved  in 
the  initial  program  development  with  the  Bureau  Chief,  hiring  of  staff,  and  development 
of  training  for  staff.  Once  the  program  is  operational,  the  Coordinators  responsibilities 
extend  to  implementation  and  maintenance  of  the  program,  responsibility  for  meeting 
application  decision  deadlines,  and  ongoing  management  responsibilities. 

One  Health  Program  Representative  III  (A24,  $38,928.  Step  B)  - duties  will  include 
assistance  in  rule  promulgation,  program  policies  and  procedures,  forms  development, 
information  system  development/troubleshooting  and  maintenance,  and  initial  program 
set-up.  This  position  will  serve  as  the  liaison  between  the  Units  and  IT  work  on  system 
maintenance  and  enhancements.  This  position  will  also  be  responsible  for  establishing 
materials  to  educate  the  public  about  the  program  and  exhibiting  at  conferences  or  other 
venues  to  education  physicians  and  the  general  public. 

One  Administrative  Office  Support  Assistant  (A15,  $28,104,  Step  F)  - duties  will  include 
providing  administrative  assistance  to  the  Bureau  Chief,  Program  Coordinators, 
Investigators,  Inspectors,  and  HPR  III  positions.  As  allowed,  this  position  will  also  assist 
in  initial  processing  of  patient  and  caregiver  applications  for  registration  cards. 

The  following  staff  will  be  hired  effective  March  1,  2017,  upon  release  of  the  application 
forms  for  patients  and  caregivers,  patient  or  caregiver  cultivators,  and  facility  licenses: 

Two  Investigator  III  positions  (A25,  $40,380,  Step  G)  - these  positions  will  investigate 
all  instances/complaints  of  possible  fraud  or  negligence  on  the  behalf  of  a recommending 
physician,  a registered  patient  and/or  caregiver,  a cultivator,  or  a medical  marijuana 
facility.  With  a new  program  of  this  size  and  the  legalization  of  something  that  remains 
illegal  for  the  majority  of  the  population,  it  is  anticipated  that  DHSS  will  receive  a fair 
number  of  calls  reporting  instances  of  possible  violations.  While  two  is  estimated  for 
purposes  of  this  fiscal  note,  it  may  be  necessary  to  add  additional  staff  after  the  program 
is  operational  for  some  time.  The  additional  costs  remain  unknown. 

Two  Grain  Inspector  IV  positions  (A23,  $37,548,  Step  G)  - these  positions  will  complete 
the  onsite  inspections  of  the  medical  marijuana  cultivation  facilities  to  monitor 
compliance  with  the  specific  requirements  outlined  in  the  proposed  amendment  and  rules 
that  need  to  be  met  for  initial  and  continued  licensure  of  a facility.  This  specialty  position 
was  chosen  because  the  most  technical  piece  involves  the  process  of  testing  plants  for 


molds,  mildew,  and  pesticides  and  making  sure  the  facilities  are  dealing  with  these  issues 
in  a proper  way. 

One  Grain  Inspector  Compliance  Coordinator  (A28,  $45,456,  Step  G)  - this  position 
coordinates  and  supervises  the  work  of  the  Grain  Inspector  positions;  ensuring 
inspections  are  completed  consistently  and  timely.  This  position  will  also  provide 
technical  assistance  to  the  inspectors  and  make  final  action  decisions/recommendations 
for  problem  inspections. 

Five  Environmental  Public  Health  Specialist  (EPHS)  IV  positions  (A27,  $43,488,  Step  G) 
- these  positions  will  complete  the  onsite  inspections  of  the  medical  marijuana  dispensing 
and  the  medical-marijuana  infused-products  manufacturing  facilities  to  monitor 
compliance  with  the  specific  requirements  outlined  in  the  proposed  amendment  and  rules 
that  need  to  be  met  for  initial  and  continued  licensure  of  a facility.  This  specialty  position 
was  chosen  because  the  most  technical  piece  involves  ensuring  sanitation  requirements 
are  met  and  the  infused-products  are  labeled  and  packaged  correctly. 

One  Environmental  Public  Health  Specialist  V position  (A28,  $45,156,  Step  G)  - this 
position  coordinates  and  supervises  the  work  of  the  EPHS  IV  positions;  ensuring 
inspections  are  completed  consistently  and  timely.  This  position  also  provides  technical 
assistance  to  the  enviromnental  specialists  and  makes  final  action 
decisions/recommendations  for  problem  inspections. 

44  Senior  Office  Support  Assistant  (SOSA)  positions  (A12,  $25,824,  Step  F)  - duties  will 
include  processing  of  paper  applications  to  include  opening  and  date  stamping  of  mail, 
entry  of  application  infonnation  into  the  electronic  registry,  initial  verification  of 
applicant  and  physician  identification,  initial  application  review  to  include  determination 
of  application  approval  or  denial  (including  incomplete  status),  preparation  of  patient  and 
caregiver  identification  cards,  preparation  of  patient/caregiver  cultivation  identification 
cards,  initial  processing  of  medical  marijuana  facility  applications,  preparation  of 
identification  cards  for  all  owners  and  employees  of  the  medical  marijuana  facility 
licensees,  processing  revoked  cards,  and  answering  of  phones  and  assisting  telephone 
callers. 

21  Health  Program  Representative  II  (HPR  II)  positions  (A21,  $34,944,  Step  B)  - duties 
will  include  supervision  of  the  SOSA  positions  and  quality  assurance  checks  of  the 
application  entry  and  initial  verification  completed  by  the  SOSAs.  This  position  will  have 
responsibility  for  final  approval  of  application  incomplete  notices,  rejects,  revocations, 
and  card  issuances.  This  position  will  ensure  application  process  deadlines  as  mandated 
by  proposed  amendment  are  met.  This  position  will  also  verify  all  registrations  of  owners 
and  employees  associated  with  the  licensed  medical  marijuana  facilities,  including 
coordination  with  the  Inspectors  and  EPHS's  for  final  issuance  of  facility  licenses. 

For  fiscal  note  purposes  DHSS  calculated  45  minutes  per  patient  and  caregiver 
application  and  45  minutes  per  patient  or  caregiver  cultivation  application. 


169,41 1 (158,678  patient  & caregiver  apps  + 10,733  cultivation  apps)  X .75/hour  / 2,080 
hours  per  year  per  staff  = 61  staff. 

DHSS  calculated  14  hours  for  the  processing  of  a facility  (cultivation,  dispensing  and 
manufacturing)  application. 

76  cultivation  facilities  + 386  dispensing  facilities  +161  infused  products  manufacturing 
facilities  = 623  facilities  x 14  hours/facility  divided  by  2,080  hrs/year  per  staff  = 4.2  staff 
round  to  4 staff.  This  is  a total  of  65  processing  staff  (SOSA  and  HPR II  positions). 

Printing  Costs 

DHSS  will  print  individual  identification  cards  for  the  qualified  patient,  caregiver,  patient 
or  caregiver  cultivation  identification  card,  and  identification  cards  for  each  owner,  board 
member,  employee  of  the  licensed  facilities.  DCPH  will  purchase  three  card  printers  for 
$8,719  each  and  three  magnetic  strip  encoders  for  $695  each.  The  supplies  for  the 
printers  and  encoders  average  $0.63  per  card.  The  cards  cost  $96  per  500. 

DHSS  is  estimating  the  number  of  identification  cards  to  be  printed  each  year  per  facility 
licensed  to  be  25  for  a cultivation  facility,  10  for  a dispensing  facility,  and  25  for  a 
manufacturing  facility.  (76  cultivation  facilities  x 25  = 1,900  cards,  386  dispensing 
facilities  x 10  = 3,860  cards,  161  manufacturing  facilities  = 4,025  cards)  License 
certificates  will  be  printed  for  each  facility  on  special  certificate  paper  (heat  sensitive  ink 
background)  provided  by  state  printing  at  a cost  of  approximately  $200  per  1,000  pieces 
of  certificate  paper.  The  license  certificates  and  identification  cards  for  facilities  will  not 
be  produced  until  FY  2018  when  the  facility  becomes  licensed. 

DCPH  will  print  100,000  brochures  each  year  the  program  is  operational  at  a cost  of 
$0.06  per  brochure.  This  brochure  will  provide  the  public  with  information  about  the 
medical  cannabis  program  and  assistance  in  completing  a valid  registration. 

FY  2017 

• 16,099  patient  cards  + 7,703  caregiver  cards  + 1,610  cultivation  cards  = 25,412 
cards  ($96  per  500)  = 5 1 X $96  = $4,896 

• 25,412  patient,  caregiver  & cultivation  cards  (supplies  x $0.63  per  card)  = $16,010 

• 100,000  brochures  ($0.06  per  brochure)  = $6,000 

FY  2018 

• 107,326  patient  cards  + 51,352  caregiver  cards  + 10,733  cultivation  cards  + 1,900 
identification  cards  for  cultivation  facilities,  3,860  identification  cards  for  dispensing 
facilities  + 4,025  for  manufacturing  facilities  = 179,196  cards  ($96  per  500)  = 359  X 
$96  = $34,464 

• 179,196  cards  (supplies  x $0.63  per  card)  = $1 12,894 

• 623  facility  licenses  ($200/1,000)  = $200 

• 100,000  brochures  ($0.06  per  brochure)  = $6,000 


Mailing  Costs 


Each  qualifying  patient  and  primary  caregiver  will  receive  his/her  card  in  the  mail.  If  the 
patient  or  caregiver  applied  for  a cultivation  identification  card,  that  card  will  be  mailed 
separately.  Each  licensed  facility  will  be  mailed  a copy  of  their  license  and  identification 
cards.  It  is  estimated  that  10  percent  of  the  registered  participants,  caregivers  and 
patient/caregiver  cultivators  will  submit  a change  request  to  their  application  requiring  a 
change  notification  receipt  by  mailing.  It  is  projected  that  five  percent  of  all  applications 
will  be  incomplete  and  requires  mailing  of  an  incomplete  notice.  It  is  also  projected  that 
25  percent  of  the  printed  brochures  (25,000)  along  with  paper  applications  will  be  mailed 
to  the  public  upon  request.  The  other  printed  brochures  will  be  available  for  distribution 
at  conferences  and  other  public  venues. 


Projected  mailings  are  as  follows: 


FY  2017 

FY  2018 

Patient  & Caregiver  ID 
Cards 

23,802 

158,678 

Cultivation  ID  Cards 

1,610 

10,733 

Facility  License  Certificates 

0 

623 

Facility  Identification  Cards 

0 

9,785 

Change  Request 

Notifications 

2,541 

16,941 

Incomplete  Notifications 

1,270 

8,470 

Brochures/app  mailed 

25,000 

25,000 

Total  mailings 

54,223 

230,230 

FY  2017 

• 54,233  envelopes  ($41  per  1,000)  = 55  X $41  = $2,255 

• Postage  (54,233  x $0. 39/postage  rate)  = $21,151 

FY  2018 

• 230,230  envelopes  ($41  per  1,000)  = 231  X $41  = $9,471 

• Postage  (230,230  x $0. 39/postage  rate)  = $89,790 

Criminal  Records  Check 

Section  1.3.(2)(h)  suggests  that  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees  and  other  support  staff  of  the  licensed  facilities  shall 
include  a fingerprint-based  federal  and  state  criminal  record  check  in  accordance  with 
U.S.  Public  Law  92-544.  Section  1.7(2)  states  no  licensed  facility  shall  have  an  owner, 
officer,  manager,  contractor,  employee  or  other  support  staff  with  a disqualifying  felony 
offense.  DHSS  assumes  that  as  part  of  the  facility  license  application,  the  facilities  would 
need  to  submit  a current  finger  print  based  criminal  record  report  as  would  be 
promulgated  in  rule.  Therefore,  DHSS  assumes  no  cost  for  obtaining  the  fingerprint 
check. 


Information  Technology  Services  Division  (ITSD) 


Application  Storage  Costs 

In  order  to  manage  the  final  storage  of  paper  applications  submitted,  Content  Manager  for 
electronic  scanning  and  storage  will  be  utilized.  The  costs  for  Content  Manager  are 
estimated  at  $132  per  month  for  the  state  data  server  costs,  $624  for  an  annual  license  for 
each  user,  and  $686  for  an  annual  license  for  each  position  with  ability  to  scan/import 
documents.  Content  Manager  services  will  not  be  acquired  until  FY  2018. 

Information  Systems  Development 

Estimating  12  month  project  duration  with  a project  team  consisting  of  4 IT  Consultants. 
Applications  will  be  received  as  paper  submissions  to  the  department.  System  will  print 
licenses  and  identification  cards  for  physical  delivery  to  the  applicant.  The  system  will  be 
hosted  in  the  State  Data  Center  (SDC)  on  existing  virtual  servers.  Disk  space  has  been 
estimated  at  50  GB  for  Development  and  Test  with  150  GB  estimated  for  Production. 

Division  of  Administration 


Division  of  Administration  assumes  one  Account  Clerk  can  process  around  30,000 
receipt  transactions  per  year  and  one  Accounting  Generalist  I/II  will  be  needed  to 
supervise  for  approximately  every  five  Account  Clerks. 

Account  Clerk  (A12,  $25,824)  duties  will  include: 

• Open  and  sort  mail; 

• Process  and  enter  receipts  in  the  department  computer  system; 

• Prepare  bank  deposits  and  cash  receipts  documents; 

• Reconciles  daily  receipts; 

• Distributes  supporting  documentation  program. 

Accounting  Generalist  I/II  (A25,  $26,204)  duties  will  include: 

• Supervise  and  review  the  work  of  Account  Clerks  who  are  processing  the  fees. 

Each  application  and  license  will  have  a fee  transaction. 


FY 

2017 

FY 

2018 

Transaction 

23,802 

158,678 

Patient  & Caregiver  Application 

1,610 

10,733 

Patient  & Caregiver  Cultivation 
Application 

8 

76 

Cultivation  Facility  Application 

39 

386 

Dispensing  Facility  Application 

16 

161 

Manufacturing  Facility  Application 

25,475 

170,594 

Total  Number  of  Transactions 

1.00 

FTE 

6.00 

FTE 

Account  Clerk 

0.00 

FTE 

1.00 

FTE 

Accounting  Generalist  I/II 

Office  of  General  Counsel 


Legal  Counsel  ($45,000) 

One  full-time  attorney  would  be  needed  to  assist  in  drafting  emergency  and  proposed 
regulations  and  forms;  perform  legal  research  and  provide  day-to-day  legal  counsel  to  the 
program;  and  represent  the  department  in  appeals  of  licensure  and  identification  card 
denials. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  petition  seeks  a 
constitutional  amendment  to  Article  XVI  that  would  allow  for  the  use,  prescription, 
cultivation  and  dispensing  of  marijuana  and  marijuana-infused  products  to  qualifying 
patients  with  at  least  one  qualifying  medical  condition  as  defined  in  the  petition. 


Similar  to  Initiative  Petitions  16-124  and  16-125,  this  petition  includes: 

1 . A list  of  qualifying  medical  conditions 

2.  Allowance  of  patient  cultivation  of  up  to  six  plants  for  the  patient’s  exclusive  use,  or 
up  to  24  plants  in  locked  space  shared  by  2 qualifying  patients 

3.  Purchase  limits  for  patient  or  caregiver  of  not  less  than  6 ounces  (10  g),  unprocessed 
or  equivalent,  in  a 30  day  period 

4.  Possession  limits  for  patient  or  caregiver  of  not  less  than  60  day  supply 

In  addition,  this  petition  adds  details  that  are  the  same  as  in  Initiative  Petitions  16-129 
and  16-130: 

1.  Definitions  (e.g.,  “primary  caregiver”  instead  of  generic  “caregiver”) 

2.  Seed-to-sale  tracking  and  software  license  standards 

3.  Issuance  of  identification  cards  for  employees  or  staff  of  medical  marijuana  facilities 

4.  Considerations  for  licensing,  quality  testing,  product  tracking  and  user/employee 
verification 

5.  Limits  to  square  footage  of  growing  facilities  and  number  of  plants 

6.  Separate  legal  possession  limits  for  primary  caregiver  with  multiple  qualifying 
patients 

7.  Number  of  facility  licenses  and  allowance  for  easing  limit  based  on  demand  and  other 
economic  factors 

8.  Identification  card  procedures  for  qualifying  patients 

9.  Procedures  for  license  denial  appeals 

10.  Dedicated  fund  and  apportionment  for  any  fees  and  tax  revenue  generated 

1 1 . Limits  on  patient  cultivation 

None  of  these  modifications  is  likely  to  lead  to  any  more  infractions  or  secondary 
criminal  activity  than  the  previous  initiative  petitions.  As  such,  the  Initiative  Petition  16- 
124  estimate  still  applies. 

Penalties  include  imprisonment  of  up  to  one  year  and  a fine  of  ten  thousand  dollars  for 
either  purposefully  possessing  amounts  of  marijuana  in  excess  of  twice  the  legal  limit  or 
adding  any  poisonous  or  deleterious  substances  to  medical  marijuana  or  marijuana- 
infused  product. 

Legal  medical  marijuana  possession  and  use  in  other  states  have  occurred  only  relatively 
recently,  so  there  is  limited  infonnation  on  the  impacts  within  the  criminal  justice  system. 
There  are  currently  23  states  and  the  District  of  Columbia  that  now  allow  for 
comprehensive  public  medical  marijuana  and  cannabis  programs  with  an  additional  1 1 
states  allowing  for  limited  situation  medical  use  of  low  THC,  high  cannabidiol  (CBD) 
products  (National  Conference  of  State  Legislatures).  A full  analysis  is  not  possible  given 
current  time  frames,  but  a preliminary  survey  has  found  several  recent  studies  attempting 
to  discern  the  effects  of  these  laws. 

Chu  (2014)  found  that  similar  medical  marijuana  laws  (MMLs)  were  related  to  a 15-20% 
increase  in  marijuana  arrests  in  adult  males,  and  Alford  (2014)  found  that  allowances  for 
marijuana  dispensaries  increased  property  crime  rates  by  8%  and  robbery  rates  by  11%. 


Conversely,  Alford  also  found  that  home  cultivation  allowance  may  have  decreased 
robbery  by  10%.  Choi  (2014)  found  that  MMLs  were  associated  with  a 12%  increase  in 
other  drug  use  but  allowing  home  cultivation  was  related  to  a 13%  decrease  in  driving 
under  the  influence  of  drugs.  Morris  et  al.  (2014)  found  that  MMLs  did  not  exacerbate 
rates  of  major  or  violent  crimes.  However,  Pacula  et  al.  (2014)  suggested  that  some 
details  of  MMLs,  particularly  legal  protection  of  dispensaries  and  home  cultivation,  can 
lead  to  greater  marijuana  use  and  abuse  among  adults.  The  authors  also  found 
relationships  to  increased  alcohol  use  and  alcohol-related  driving  fatalities.  The  link  with 
increased  drinking  was  also  found  by  Wen  et  al.  (2014),  but  they  found  no  evidence  of 
increased  use  of  other  substances. 

Results  of  studies  at  this  time  show  conflicting  results  on  the  criminal  impacts  of  current 
MMLs.  However,  with  the  increased  licensing  and  regulation  there  are  also  increased 
possibilities  of  secondary  crimes  through  false  physician  recommendations,  non- 
compliance  in  registration,  illegal  possession,  vehicular  infractions  or  injury,  and  theft. 
While  many  of  these  violations  may  carry  only  municipal  or  licensing  level  penalties, 
some  would  ultimately  fall  under  felony  charges. 

Current  laws  provide  for  class  C felony  penalties  for  possession  (Section  195.202, 
RSMo)  and  class  B felony  for  distribution  and  production  of  controlled  substances 
(Section  195.211,  RSMo).  Considering  additional  increases  in  related  violations, 
proposed  changes  in  this  petition  are  expected  to  result  in  one  new  class  B felony  serving 
two  years  in  prison  and  five  years  parole,  one  class  C felony  serving  one  year  in  prison 
with  four  years  parole,  and  three  new  probations  serving  three  years.  The  total  impact  at 
year  10  is  estimated  to  be  3 additional  offenders  in  prison  and  18  on  field  supervision. 

Impacts  to  DOC  under  proposed  addition  of  section  1 to  Article  XVI,  Missouri 
Constitution 


FY16 

FY17 

FY18 

FY19 

FY20 

FY21 

FY22 

FY23 

FY24 

FY25 

Admissions 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Parole 

1 

3 

5 

7 

8 

9 

9 

9 

9 

Probation 

3 

6 

9 

9 

9 

9 

9 

9 

9 

9 

Impact 

Prison  Population 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Field  Population 

3 

7 

12 

14 

16 

17 

18 

18 

18 

18 

Their  department  direct  offender  costs  for  either  incarceration  ($6,135  per  offender  per 
year)  or  for  supervision  provided  by  the  Board  of  Probation  and  Parole  ($2,205  per 
offender  per  year)  would  range  from  $18,885  in  Fiscal  Year  2016  to  $69,429  in  Fiscal 
Year  2025. 

Please  also  note  that  their  department  currently  tests  staff  for  marijuana  use  and 
disciplines  accordingly.  If  their  staff  were  to  live  in  a household  or  visit  another  person 
who  is  legally  using  medical  marijuana  they  would  then  be  exposed  to  second-hand 
smoke  and  would  likely  test  positive  themselves.  There  would  be  no  way  for  their 


department  to  detennine  which  of  their  staff  are  innocently  exposed  from  those  who  are 
abusing  this  substance  illegally. 

Further,  this  bill  does  provide  some  protection  in  that  it  forbids  being  under  the  influence 
of  medical  cannabis  when  it  would  constitute  “negligence  or  professional  malpractice,” 
and  it  forbids  use  and  possession  in  a correctional  facility.  The  bill  does  not,  however, 
exempt  being  under  the  influence  in  a correctional  center.  Thus,  it  appears  that  an 
employee  may  work  under  the  influence  as  long  as  they  do  not  actively  use  or  possess 
cannabis  at  the  institution.  Also,  all  department  property  is  not  exempt;  only  “correctional 
facilities”  are.  Employees  in  the  field  (i.e.,  probation  and  parole  officers)  would  not  be 
prohibited  from  carrying  and  using  medical  cannabis  while  at  work.  The  exemption 
prohibiting  being  under  the  influence  when  it  would  constitute  “negligence  or 
professional  malpractice”  may  act  to  close  this  gap  but  that  is  unclear  because 
professional  malpractice  is  not  defined  in  the  act  and  it  does  not  set  a threshold 
measurement  that  constitutes  being  “under  the  influence.” 
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Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  a fiscal 
impact  on  their  department.  The  total  estimated  costs  for  salaries,  fringe  benefits,  and 
expense  and  equipment  will  be  $255,943  for  fiscal  year  2017,  $84,086  for  fiscal  year 
2018,  and  $84,960  for  fiscal  year  2019. 


This  petition  will  have  an  economic  impact  on  small  business  to  the  extent  the  business  is 
in  the  growing  and  distribution  chain  of  medical  marijuana  through  remittance  of 
additional  taxes  and  new  job  creation. 

This  legislation  increases  total  state  revenue  by  the  amount  of  sales  tax  collected  on  the 
sale  of  medical  marijuana. 

Section  4 

The  legislation  levies  a four  percent  tax  on  the  retail  sale  of  medical  marijuana.  The 
Department  may  retain  five  percent  for  the  cost  of  collection.  The  petition  creates  the 
Missouri  Veterans’  Health  and  Care  Fund.  The  commissioner  of  Administration  may 
make  cash  operating  transfers  to  the  fund  to  meet  cash  requirements  in  advance  of 
receiving  revenues. 

Administrative  Impact: 

Collections  & Tax  Assistance: 

This  section  will  see  additional  registrations,  registration  phone  calls,  business  tax 
account  update  requests  and  delinquent  phone  contacts  from  the  additional  business 
registering  to  collect  sales  tax  on  medical  marijuana.  Collections  and  Tax  Assistance 
requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  per  24,000 
additional  contacts  to  the  registration  section  and  15,000  contacts  annually  on  the 
delinquent  tax  line.  Each  technician  requires  CARES  equipment. 

Integrated  Revenue  System: 

Changes  would  need  to  be  made  to  the  current  design  of  the  Integrated  Revenue  System 
resulting  in  a cost  of  $173,534. 

Officials  from  the  Department  of  Public  Safety  submitted  the  following  information: 

The  Missouri  State  Highway  Patrol  indicated  a total  estimated  net  positive  effect  on  state 
funds  of  $215,490  for  fiscal  year  2017,  and  unknown  for  fiscal  year  2018  and  beyond. 

Section  3 (3)  authorizes  the  Department  of  Health  and  Senior  Services  to  issue  any  rules 
or  emergency  rules  necessary  for  the  implementation  and  enforcement  of  this  section. 
Section  3 (2)  (h)  may  require  an  individual  licensed  pursuant  to  this  section  to  complete  a 
fingerprint-based  criminal  record  check.  However,  a rule  or  regulation  issued  by  the 
Department  of  Health  and  Senior  Services  including  a Code  of  State  Regulations  would 
not  authorize  a federal  fingerprint-based  criminal  record  check  according  to  Public  Law 
92-544  criteria.  As  written,  Section  3 (2)  (h)  would  not  authorize  a state  and  federal 
fingerprint-based  criminal  record  check. 

To  authorize  a state  and  fingerprint-based  criminal  record  check  and  to  meet  Public  Law 
92-544,  the  following  wording  should  be  included: 


Applicants  licensed  pursuant  to  this  section  shall  submit  fingerprints  to  the  Missouri  state 
highway  patrol  for  the  purpose  of  conducting  a state  and  federal  fingerprint-based 
criminal  background  check.  The  Missouri  state  highway  patrol,  if  necessary,  shall 
forward  the  fingerprints  to  the  Federal  Bureau  of  Investigation  (FBI)  for  the  purpose  of 
conducting  a fingerprint-based  criminal  background  check.  Fingerprints  shall  be 
submitted  pursuant  to  43.543  and  fees  shall  be  paid  pursuant  to  43.530. 

Public  Law  92-544  criteria  is  as  follows: 

The  authority  for  the  FBI  to  conduct  a criminal  record  check  for  a noncriminal  justice 
licensing  or  employment  purpose  is  based  upon  Public  Law  92-544.  Pursuant  to  Public 
Law  92-544,  the  FBI  is  empowered  to  exchange  identification  records  with  officials  of 
state  and  local  governments  for  the  purposes  of  licensing  and  employment  if  authorized 
by  a state  statute  which  has  been  approved  by  the  Attorney  General  of  the  United  States. 
The  Attorney  General’s  authority  to  approve  the  statute  is  delegated  to  the  FBI  by  Title 
28,  Code  of  Federal  Regulations,  Section  0.85(j).  The  standards  employed  by  the  FBI  in 
approving  Public  Law  92-544  authorizations  have  been  established  by  a series  of 
memoranda  issued  by  the  Office  of  Legal  Counsel,  Department  of  Justice.  The  standards 
are: 

1 . The  authorization  must  exist  as  the  result  of  legislative  enactment  (or  its  functional 
equivalent); 

2.  The  authorization  must  require  fingerprinting  of  the  applicant; 

3.  The  authorization  must,  expressly  or  by  implication,  authorize  use  of  FBI  records  for 
screening  of  the  applicant; 

4.  The  authorization  must  not  be  against  public  policy; 

5.  The  authorization  must  not  be  overly  broad  in  its  scope;  it  must  identify  the  specific 
category  of  applicants/licensees. 

Fingerprint  card  submissions  to  the  FBI  under  Public  Law  92-544  must  be  forwarded 
through  the  SIB.  The  state  must  also  designate  an  authorized  governmental  agency  to  be 
responsible  for  receiving  and  screening  the  results  of  the  record  check  to  detennine  an 
applicant’s  suitability  for  employment  or  licensing. 

For  each  fingerprint-based  background  check  processed,  the  state  retains  the  $20  state  fee 
and  $2  of  the  federal  charge  for  a pass-thru  fee. 

According  to  the  2014  United  States  Census  Bureau’s  census  estimate,  Missouri’s 
population  was  6,063,589.  Based  on  this  total,  as  well  as  the  preliminary  calculations  by 
the  Department  of  Health  and  Senior  Services,  the  number  of  Cultivation  Facilities, 
Dispensary  Facilities,  and  Infused  Products  Manufacturing  Facilities  is  as  follows: 

Cultivation  Facilities 

Assuming  a limit  is  set  at  the  minimum  of  1 facility  per  80,000  inhabitants  per  the 
proposed  amendment,  76  licenses  (6,063,589/80,000)  for  cultivation  facilities  may  be 
issued,  further  estimating  an  average  of  25  employees  per  facility,  the  total  number  of 


criminal  record  checks  for  employees,  owners  etc.  of  Cultivation  Facilities  equals  1,900 
(76  x 25). 

Dispensing  Facilities 

The  estimated  number  of  facilities  based  on  Oregon’s  licensees/patient  ratio  (assuming 
10%  of  qualifying  patients  in  Missouri  will  grow  their  own  marijuana)  equals  387 
facilities.  Further  estimating  an  average  of  10  employees  per  facility,  the  total  number  of 
criminal  record  checks  for  employees,  owners  etc.  of  Dispensary  Facilities  equals  3,870 
(387x  10). 

Infused  Products  Manufacturing  Facilities 

The  estimated  number  of  facilities  based  on  Colorado’s  licensees/patient  ratio  (assuming 
10%  of  qualifying  patients  in  Missouri  will  grow  their  own  and  will  not  purchase  these 
products)  equals  161  facilities.  Further  estimating  an  average  of  25  employees  per 
facility,  the  total  number  of  criminal  record  checks  for  employees,  owners  etc.  of  Infused 
Products  Manufacturing  Facilities  equals  4,025  (161  x 25).  While  we  are  estimating  161 
facilities  based  on  Colorado’s  totals,  the  minimum  number  of  facilities  assuming  a limit 
is  set  at  the  minimum  of  1 facility  per  50,000  inhabitants  (per  the  proposed  constitutional 
amendment)  the  number  of  facilities  would  equal  121  (6,063,589/50,000). 

The  estimated  number  of  state  and  federal  fingerprint-based  criminal  record  checks 
estimated  to  be  generated  with  the  passage  of  this  amendment  is  9,795  (1,900  for 
Cultivation  Facilities;  3,870  - Dispensing  Facilities;  4,025  - Infused  Products 
Manufacturing  Facilities). 

The  charge  for  each  background  check  processed  is  $43.05.  Twenty  dollars  for  the  state 
fingerprint  check,  $14.75  for  the  federal  check,  and  an  $8.30  charge  for  the  statewide 
applicant  fingerprinting  contractor  fee  ($20  + $14.75  + 8.30  = $43.05).  Of  this  amount, 
the  state  retains  the  $20  fee  and  $2  of  the  federal  charge  of  $14.75  for  a pass-thru  fee.  The 
$8.30  charge  is  paid  directly  to  the  vendor  at  the  time  of  application. 

Estimated  Revenue  Fiscal  Year  2017 

9,795  x $34.75  (state/federal  background  check)  $340,376 

Estimated  Expense  Fiscal  Year  2017 

9,795  x $12.75  (federal  background  check  charge)  $124,886 

Subsequent  yearly  background  checks  will  be  based  on  turnover. 

Estimated  Revenue  FY18  and  beyond 

???  x $34.75  (state/federal  background  check) 

Estimated  Expense  FY 1 8 and  beyond 

???  x $12.75  (federal  background  check  charge) 


The  Missouri  Veterans  Commission  indicated  they  have  no  position  on  this  initiative 
petition.  The  infonnation  was  brought  to  their  attention  during  its  quarterly  commission 
meeting.  They  provided  the  fiscal  analysis  for  Right  to  Access  Medical  Marijuana 
prepared  by  Mark  R.  Reading  which  was  forwarded  to  their  office  from  the  Missouri 
Association  of  Veterans  Organizations  (MAVO).  The  Missouri  Veterans  Commission  is 
pleased  to  receive  any  finding  which  appropriately  comes  to  them  to  support  the  Veterans 
Programs  currently  administrated  by  the  Commission. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  initiative  petition  adds 
Article  XVI  in  the  Missouri  Constitution.  The  petition  charges  the  Department  of  Health 
and  Senior  Services  (DHSS)  with  implementing  a program  to  provide  access  to  marijuana 
for  patients  with  certain  medical  conditions.  DHSS  is  authorized  to  establish  rules  to 
license  facilities  for  medical  marijuana  cultivation,  medical  marijuana  dispensing  and 
medical  marijuana-infused  products  manufacturing,  in  addition  to  providing 
identification  for  qualifying  patients  and  caregivers.  The  program  provides  oversight  of 
cultivation,  manufacturing,  dispensing,  prescription  and  use  of  marijuana,  along  with 
necessary  enforcement  provisions.  The  petition  also  provides  counties  limited  ability  to 
restrict  the  number  of  Medical  Marijuana  Dispensary  Facilities.  The  provisions  are 
effective  December  8,  2016  and  the  petition  includes  a severability  clause. 

The  following  fees  are  established  in  the  proposal,  along  with  requirement  for  annual  CPI 
adjustments: 

• Medical  Marijuana  Cultivation  Facility  - $3,000  application  fee  and  $20,000  annual 
license  fee. 

• Medical  Marijuana  Dispensary  Facility  - $3,000  application  fee  and  $10,000  annual 
license  fee. 

• Medical  Marijuana-Infused  Products  Manufacturing  Facility  - $3,000  application  fee 
and  $10,000  annual  license  fee. 

• Qualifying  patient  or  primary  caregiver  cultivation  - $ 100  annual  fee. 

• Patient/Primary  Caregiver  identification  card  - $25  annual  fee. 


The  petition  also  includes  a 4%  retail  sales  tax  on  marijuana  sold  for  medical  use  at 
Medical  Marijuana  Dispensary  Facilities.  The  tax  is  to  be  collected  by  the  Department  of 
Revenue,  which  is  allowed  access  to  the  program  tracking  system  as  needed  to  ensure 
proper  collection  of  the  sales  tax.  Proceeds  of  the  sales  tax,  less  up  to  5%  for  the 
Department  of  Revenue’s  administration,  are  to  be  deposited  in  the  Missouri  Veterans’ 
Health  and  Care  Fund.  This  fund  is  to  be  used  first  by  DHSS  to  administer  the  program, 
then  by  the  Missouri  Veterans’  Commission  for  health  and  care  services  for  military 
veterans,  including  operations  of  the  veterans’  homes  and  the  Missouri  Service  Officer’s 
Program  and  other  services  approved  by  the  Missouri  Veterans’  Commission,  such  as 
mental  health  services  drug  rehabilitation  services  or  job  training.  These  new  monies  may 
not  be  used  to  supplant  existing  funding. 

Summary  of  Fiscal  Impact 

The  Department  of  Health  and  Senior  Services  and  Department  of  Revenue  are  given 
additional  responsibilities  to  implement  the  program  and  collect  additional  taxes,  which 
could  result  in  a fiscal  impact  for  those  agencies. 

The  revenue  generated  from  the  application  and  license  fees  and  from  the  additional  sales 
tax  would  be  deposited  in  the  Missouri  Veterans’  Health  and  Care  Fund.  OA  does  not 
have  the  data  available  to  provide  an  estimate  of  the  amount  of  additional  revenue  from 
the  application  fees,  license  fees  or  sales  tax. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 


they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  University  of  Missouri  indicated  the  University  of  Missouri  Health  Care 
(MUHC)  has  reviewed  the  proposed  initiative  petition  and  should  not  incur  costs  that 
exceed  $100,000  annually.  This  is  due  primarily  to  the  fact  that  MUHC  would  have 
potential  conflicts  with  the  U.S.  Drug  Enforcement  Agency  (DEA)  in  the  implementation 
of  these  proposals  and  could  not  implement  these  services  in  the  facilities. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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NOV  ' 9 2015 

STATE  AUDITORS  OFFICE 


Primary  Contact  Person 

Right  to  Access  Medical  Marijuana  Initiative  - Versions  5 and  6 


Proposed  Statement  of  Fiscal  Impact 
for  Right  to  Access  Medical  Marijuana  Initiative  - Versions  5 and  6 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  state  revenue  is  $26  million  when  fully  implemented,  exceeding  the  state's 
costs.  A new  sales  tax  will  provide  additional  funds  for  veterans  including  veterans  homes,  health  and 
mental  health  care,  education  and  housing  assistance.  Local  revenue  estimated  at  $7.8  million  exceeds 
local  costs. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

$6,010,653 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

$26,036,982 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

$7,773,778 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

$7,773,778 
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ANALYSIS  OF  FISCAL  IMPACT  OF  MEDICAL  MARIJUANA  PETITION 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  constitutional  amendment  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue 
estimated  by  source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find 
specific  subjects. 


Table  1 - Summary  of  Fees  and  Sales  Tax  Revenue  by  Fund 


Page 

# 

Table  # 

Purpose 

FY  2017 

FY  2018 

Total 

Revenue 

Type 

4-5 

Table  3 

Medical  Marijuana 
Cultivation  Facilities 

$168,000 

$1,534,000 

$1,702,000 

Fee 

6-7 

Table  4 

Medical  Marijuana-Infused 
Products  Manufacturing 
Facilities 

$180,000 

$1,367,000 

$1 ,547,000 

Fee 

8-13 

Table  8 

Medical  Marijuana 
Dispensary  Facilities 

$327,000 

$2,507,000 

$2,834,000 

Fee 

14- 

18 

Table 

14 

Qualifying  Patient  and 
Primary  Caregiver 
Identification  Cards 

$1,338,275 

$4,014,775 

$5,353,050 

Fee 

19 

Table 

15 

Qualifying  Patient 
Cultivation  Cards 

$0 

$135,000 

$135,000 

Fee 

20-22 

Table 

17 

4%  sales  tax 

$0 

$8,014,204 

$8,014,204 

Sales  tax 

subtotal  MO  Veterans 
Heatlh  and  Care  Fund 

$2,013,275 

$17,571,979 

$19,585,254 

20-22 

Table 

17 

General  Revenue  sales  tax 

$0 

$6,010,653 

$6,010,653 

Sales  tax 

20-22 

Table 

17 

Prop  C sales  tax 

$0 

$2,003,551 

$2,003,551 

Sales  tax 

20-22 

Table 

17 

Conservation  sales  tax 

$0 

$250,444 

$250,444 

Sales  tax 

20-22 

Table 

17 

Parks  and  Soils  sales  tax 

$0 

$200,355 

$200,355 

Sales  tax 

subtotal  Other  State  Funds 

$0 

$8,465,003 

$8,465,003 

subtotal  all  state  funds 

$2,013,275 

$26,036,982 

$28,050,257 

23 

Table 

18 

Local  Sales  Tax 

$0 

$7,773,778 

$7,773,778 

Grand  Total  State  and  Local 

$2,013,275 

$33,810,760 

$35,824,035 

2 


Implementation  dates  required  by  New  Approach  Missouri  petition 

Table  2 below  identifies  the  implementation  dates  prescribed  in  the  petition.  All  fiscal  estimates  in  this 
analysis  assume  that  the  Department  of  Health  and  Senior  Services,  and  all  other  state  and  local 
governments  affected  by  this  petition  will  meet  the  deadlines  required  by  the  petition. 

Table  2 - Implementation  Schedule 


11/8/2016 

Election  Day  - Voter  Approval 

12/8/2016 

30  days  after  election  - effective  date  of  constitutional  amendment 

2/1/2017 

County  notification  of  its  initial  limit,  if  any,  on  the  number  of  site  permits  for  Medical 
Marijuana  Dispensary  Facilities  - paragraph  7(4)  proposed  addition  to  language  originally 
filed. 

90  days  after  effective  date  of  constitutional  amendment 

3/8/2017 

DHSS  shall  make  available  license  application  forms  and  application  instructions  for  Medical 
Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities,  and  Medical 
Marijuana-Infused  Manufacturing  Facilities  - paragraph  3(5). 

3/8/2017 

DHSS  shall  make  available  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards  - paragraph 
3(6). 

150  days  after  effective  date  of  constitutional  amendment 

5/7/2017 

DHSS  shall  begin  accepting  applications  for  qualifying  patient,  qualifying  patient  cultivation, 
and  primary  caregiver  identification  cards  no  later  than  this  date  - paragraph  3(6). 

5/7/2017 

DHSS  shall  begin  accepting  application  forms  for  Medical  Marijuana  Cultivation  Facilities, 
Medical  Marijuana  Dispensary  Facilities,  and  Medical  Marijuana-Infused  Manufacturing 
Facilities  no  later  than  this  date-  paragraph  3(1 6). 

180  days  after  effective  date  of  constitutional  amendment 

6/6/2017 

For  any  applications  submitted  on  the  last  day  allowed  under  the  constitutional  provisions  for 
DHSS  to  start  accepting  applications,  DHSS  must  have  approved  or  denied  applications  for  a 
qualifying  patient  identification  card  or  a primary  caregiver  identification  card  - paragraph 
3(1 7)  and  paragraph  3(1 8)  respectively.  All  applications  must  be  approved  or  denied  within 
30  days  of  DHSS  receipt  thereafter. 

300  days  after  effective  date  of  constitutional  amendment 

10/4/2017 

For  any  application  submitted  on  the  earliest  day  allowed  under  the  constitutional  provisions 
for  DHSS  to  start  accepting  applications,  DHSS  shall  have  approved  or  denied  application 
forms  for  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities, 
and  Medical  Marijuana-Infused  Manufacturing  Facilities  - paragraph  3(16).  All  applications 
must  be  approved  or  denied  within  1 50  days  of  submission  to  DHSS  thereafter. 
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Medical  Marijuana  Cultivation  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana  Cultivation  Facilities.  The  DHSS 
licenses  these  facilities.  No  upper  limit  is  established  on  the  number  of  such  facilities  that  can  be 
licensed.  However,  DHSS  is  required  to  license  a minimum  number  of  facilities  in  paragraph  3(13)  to  no 
less  than  one  per  every  80,000  inhabitants  based  on  the  most  recent  U.S.  Census.  The  Missouri 
population  from  the  2010  census  was  5,988,927  inhabitants.  The  total  number  of  licensees  in  the  state 
allowed  to  operate  under  this  calculation  is  at  least  74  Medical  Marijuana  Cultivation  Facilities. 

The  DHSS  is  required  by  paragraph  3(7)  of  the  proposal  to  charge  a one-time  non-refundable  applicant 
fee  of  $3,000  and  a license  fee  good  for  three  years.  An  annual  fee  of  $20,000  is  required  for  each 
license. 

The  estimate  in  Table  3 below  assumes  that  the  Department  of  Health  and  Senior  Services  (DHSS)  will 
initially  limit  the  number  of  Medical  Marijuana  Cultivation  Facilities  to  the  minimum  number  allowed  under 
the  proposal.  In  the  initial  years  of  operation  this  would  enable  DHSS  to  conservatively  allow  it  to  meet  its 
minimum  constitutional  requirements  as  it  begins  its  operations  and  provide  time  to  assess  and  report  on 
the  success  of  the  program  before  further  expansion  which  may  take  place  beyond  the  timeline  subject  to 
required  by  the  Auditor's  Office.  Table  3 assumes  that: 

• Marijuana  cultivation  facilities  are  essential  to  the  operational  effects  of  the  proposed  petition. 

Until  the  cultivation  facilities  are  licensed  crop  production  cannot  begin.  In  addition,  even  after 
licensing  the  facilities  will  need  to  be  constructed  . Once  construction  is  complete  a growing 
season  needs  to  be  completed  before  product  is  available  in  the  Medical  Marijuana  Dispensary 
Facilities.  Given  the  importance  of  the  cultivation  facilities  it  is  likely  that  applications  for  the 
limited  number  of  such  facilities  will  be  high  early  during  program  implementation.  Thus,  the 
estimate  in  Table  3 assumes  that  applications  for  75  percent  of  the  minimum  number  of  licenses 
will  be  submitted  in  FY  201 7.  DHSS  could  wait  until  the  last  date  allowed  for  it  to  accept 
applications  which  is  late  in  the  fiscal  year  - May  7,  201 7.  The  remaining  25  percent  of 
application  will  occur  during  FY  2018. 

• Application  fees  are  assumed  for  the  minimum  number  of  licenses  that  DHSS  is  required  to  issue. 
Since  application  fees  are  non-refundable  an  additional  $3,000  will  be  collected  from  any 
applicant  that  is  ultimately  refused  a license.  For  example,  a 10%  or  25%  refusal  rate  would 
mean  8 to  25  applications  would  pay  the  $3,000  non-refundable  fee  yet  be  refused  which  would 
generate  an  additional  $24,000  or  $75,000  respectively  not  calculated  into  this  revenue  estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• DHSS  will  issue  all  the  cultivation  licenses  that  it  is  required  to  issue. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  201 9 for  licenses  first  issued  in  201 8. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  2017  and  FY  2018  from  the  minimum 
number  of  facilities  that  DHSS  is  required  to  allow  is  $1 ,702,000  including: 

• $222,000  in  one-time  non-refundable  applicant  fees 

• $1 ,480,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 
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Table  3 - Minimum  Medical  Marijuana  Cultivation  Facilities 


Assumotions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/17 

Applications 
open  all 
year 

% of  applications  submitted  assuming  minimal  number  approved  by 
DHSS 

75.0% 

25.0% 

100.0% 

Total  applications  assuming  minimal  number  approved  by  DHSS 

56 

18 

74 

Total  licenses  approved  by  DHSS 

0 

74 

74 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of  $3,000 

$168,000 

$54,000 

$222,000 

First  year  annual  license  fee  of  $20,000  - good  for  3 years 

$0 

$1,480,000 

$1,480,000 

Total  fees  and  licenses  at  minimum  # of  licensees 

$168,000 

$1,534,000 

$1,702,000 
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Medical  Marijuana-Infused  Products  Manufacturing  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana-Infused  Products  Manufacturing 
Facilities.  The  DHSS  licenses  these  facilities.  No  upper  limit  is  established  on  the  number  of  such 
facilities  that  can  be  licensed.  However,  DHSS  is  required  to  license  a minimum  number  of  licenses  in 
paragraph  3(14)  to  no  less  than  one  per  every  50,000  inhabitants  based  on  the  most  recent  U.S.  Census. 
The  Missouri  population  from  the  201 0 census  was  5,988,927  inhabitants.  The  total  number  of  licensees 
in  the  state  under  this  calculation  will  allow  for  the  operation  of  at  least  1 1 9 Medical  Marijuana-Infused 
Products  Manufacturing  Facilities. 

The  DHSS  is  required  by  paragraph  3(9)  of  the  proposal  to  charge  a one-time  non-refundable  applicant 
fee  of  $3,000  and  a license  fee  good  for  three  years.  An  annual  fee  of  $1 0,000  is  required  for  each 
license. 

The  estimate  in  Table  4 below  assumes  that  the  Department  of  Health  and  Senior  Services  (DHSS)  will 
initially  limit  the  number  of  Medical  Marijuana-Infused  Products  Manufacturing  Facilities  to  the  minimum 
number  allowed  under  the  proposal.  In  the  initial  years  of  operation  this  would  enable  DHSS  to 
conservatively  allow  it  to  meet  its  minimum  constitutional  requirements  as  it  begins  its  operations  and 
provide  time  to  assess  and  report  on  the  success  of  the  program  before  further  expansion  which  may 
take  place  beyond  the  timeline  subject  to  required  by  the  Auditor's  Office.  Table  4 assumes  that: 

• Possible  operators  of  Medical  Marijuana-Infused  Products  Manufacturing  Facilities  will  want  to 
ramp  up  their  activities  along  a timeline  that  correlates  with  the  operation  of  the  Medical 
Marijuana  Cultivation  Faculties.  Given  the  time  needed  for  cultivation  facility  construction  and 
crop  production  Table  4 assumes  a slightly  slower  implementation  for  the  infused  products 
facilities.  Table  4 assumes  that  half  of  the  applications  will  be  submitted  in  FY  201 7.  The  DHSS 
could  wait  until  the  last  date  allowed  for  it  to  accept  applications  which  is  late  in  the  fiscal  year  - 
May  7,  2017. 

• Application  fees  are  assumed  for  the  minimum  number  of  licenses  that  DHSS  is  required  to  issue. 
Since  application  fees  are  non-refundable  an  additional  $3,000  will  be  collected  from  any 
applicant  that  is  ultimately  refused  a license.  For  example,  a 10%  or  25%  refusal  rate  would 
mean  1 3 to  40  applications  would  pay  the  $3,000  non-refundable  fee  yet  be  rejected  which  would 
generate  an  additional  $39,000  or  $120,000  respectively  not  calculated  into  this  revenue 
estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• DHSS  will  issue  all  the  medical  marijuana-infused  products  manufacturing  facilities  licenses  that  it 
is  required  to  issue. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  201 9 for  licenses  first  issued  in  201 8. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  201 7 and  FY  201 8 from  the  minimum 
number  of  facilities  that  DHSS  is  required  to  allow  is  $1 ,547,000  including: 

• $357,000  in  one-time  non-refundable  applicant  fees 

• $1 ,1 90,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 
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Table  4 - Minimum  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities 


Assumptions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications  to  be 
allowed  no  later 
than  5/7/17 

Applications 
open  all 
year 

% of  applications  submitted  assuming 
minimal  number  approved  by  DHSS 

50.0% 

50.0% 

100.0% 

Total  applications  assuming  minimal  number 
approved  by  DHSS 

60 

59 

119 

Total  licenses  approved  by  DHSS 

0 

119 

119 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of  $3,000 

$180,000 

$177,000 

$357,000 

First  year  license  fee  of  $1 0,000  - good  for  3 
years 

$0 

$1,190,000 

$1,190,000 

Total  fees  and  licenses  at  minimum  # of 

licensees 

$180,000 

$1,367,000 

$1,547,000 
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Medical  Marijuana  Dispensary  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana  Dispensary  Facilities.  The 
Department  of  Health  and  Senior  Services  licenses  these  facilities.  No  limit  is  established  on  the  number 
of  such  facilities  that  can  be  licensed.  However,  counties  are  given  the  ability  to  limit  the  number  of 
licenses  within  the  county  in  paragraph  7(4)  to  no  less  than  one  per  every  30,000  inhabitants  or  portion 
thereof  based  on  the  most  recent  U.S.  Census.  The  counties  must  notify  the  DHSS  of  any  limit 
established  by  February  1 , 2017. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraph  3(8)  of  the  proposal  to  charge  a 
one-time  non-refundable  applicant  fee  of  $3,000  and  a license  fee  good  for  three  years  of  $1 0,000.  Table 
5 shows  the  revenue  generated  by  county  if  each  county  limited  the  number  of  Medical  Marijuana 
Dispensary  Facilities  to  no  less  than  one  per  every  30,000  inhabitants  or  portion  thereof  using  the  U.S. 
Census  population  for  201 0.  Each  calculation  is  rounded  up  since  the  proposal  indicates  that  the  a 
license  is  provided  for  every  "portion  thereof"  of  30,000. 

The  total  number  of  licensees  in  the  state  under  this  calculation  is  262  Medical  Marijuana  Dispensary 
Facilities.  Table  5 assumes  that  the  number  of  dispensaries  will  be  limited  in  each  county. 

The  total  revenue  generated  from  the  applicant  and  licenses  fees  for  262  dispensaries,  assuming  that  all 
application  and  license  fees  came  in  during  the  same  year,  is  $3,406,000  including: 

• $786,000  in  one-time  non-refundable  applicant  fees 

• $2,620,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 


Table  5 

Missouri  Population  - 2010  Census 

Minimum  Medical  Marijuana  Dispensary  Facilities  if  limited  by  every  county 


County 

2010 

Census 

Total 

Population 

Minimum  # of 
Medical 
Marijuana 
Dispensaries 
assuming  each 
county  limits  to 
one  per  every 
30,000 

inhabitants  or 
portion  thereof 

One-time 

non- 

refundable 
fee  of 
$3,000 

Annual 
License  fee 
of  $10,000- 
license 
good  for  3 
years 

Total  fees 
and  licenses 
at  minimum 
# of 

licensees 

Adair 

25,607 

1 

$3,000 

$10,000 

$13,000 

Andrew 

17,291 

1 

$3,000 

$10,000 

$13,000 

Atchison 

5,685 

1 

$3,000 

$10,000 

$13,000 

Audrain 

25,529 

1 

$3,000 

$10,000 

$13,000 

Barry 

35,597 

2 

$6,000 

$20,000 

$26,000 

Barton 

12,402 

1 

$3,000 

$10,000 

$13,000 

Bates 

17,049 

1 

$3,000 

$10,000 

$13,000 

Benton 

19,056 

1 

$3,000 

$10,000 

$13,000 

Bollinger 

12,363 

1 

$3,000 

$10,000 

$13,000 

Boone 

162,642 

6 

$18,000 

$60,000 

$78,000 

Buchanan 

89,201 

3 

$9,000 

$30,000 

$39,000 

Butler 

42,794 

2 

$6,000 

$20,000 

$26,000 

Caldwell 

9,424 

1 

$3,000 

$10,000 

$13,000 
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Callaway 

44,332 

2 

$6,000 

$20,000 

$26,000 

Camden 

44,002 

2 

$6,000 

$20,000 

$26,000 

Cape 

Girardeau 

75,674 

3 

$9,000 

$30,000 

$39,000 

Carroll 

9,295 

1 

$3,000 

$10,000 

$13,000 

Carter 

6,265 

1 

$3,000 

$10,000 

$13,000 

Cass 

99,478 

4 

$12,000 

$40,000 

$52,000 

Cedar 

13,982 

1 

$3,000 

$10,000 

$13,000 

Chariton 

7,831 

1 

$3,000 

$10,000 

$13,000 

Christian 

77,422 

3 

$9,000 

$30,000 

$39,000 

Clark 

7,139 

1 

$3,000 

$10,000 

$13,000 

Clay 

221,939 

8 

$24,000 

$80,000 

$104,000 

Clinton 

20,743 

1 

$3,000 

$10,000 

$13,000 

Cole 

75,990 

3 

$9,000 

$30,000 

$39,000 

Cooper 

17,601 

1 

$3,000 

$10,000 

$13,000 

Crawford 

24,696 

1 

$3,000 

$10,000 

$13,000 

Dade 

7,883 

1 

$3,000 

$10,000 

$13,000 

Dallas 

16,777 

1 

$3,000 

$10,000 

$13,000 

Daviess 

8,433 

1 

$3,000 

$10,000 

$13,000 

DeKalb 

12,892 

1 

$3,000 

$10,000 

$13,000 

Dent 

15,657 

1 

$3,000 

$10,000 

$13,000 

Douglas 

13,684 

1 

$3,000 

$10,000 

$13,000 

Dunklin 

31,953 

2 

$6,000 

$20,000 

$26,000 

Franklin 

101,492 

4 

$12,000 

$40,000 

$52,000 

Gasconade 

15,222 

1 

$3,000 

$10,000 

$13,000 

Gentry 

6,738 

1 

$3,000 

$10,000 

$13,000 

Greene 

275,174 

10 

$30,000 

$100,000 

$130,000 

Grundy 

10,261 

1 

$3,000 

$10,000 

$13,000 

Harrison 

8,957 

1 

$3,000 

$10,000 

$13,000 

Henry 

22,272 

1 

$3,000 

$10,000 

$13,000 

Hickory 

9,627 

1 

$3,000 

$10,000 

$13,000 

Holt 

4,912 

1 

$3,000 

$10,000 

$13,000 

Howard 

10,144 

1 

$3,000 

$10,000 

$13,000 

Howell 

40,400 

2 

$6,000 

$20,000 

$26,000 

Iron 

10,630 

1 

$3,000 

$10,000 

$13,000 

Jackson 

674,158 

23 

$69,000 

$230,000 

$299,000 

Jasper 

117,404 

4 

$12,000 

$40,000 

$52,000 

Jefferson 

218,733 

8 

$24,000 

$80,000 

$104,000 

Johnson 

52,595 

2 

$6,000 

$20,000 

$26,000 

Knox 

4,131 

1 

$3,000 

$10,000 

$13,000 

Laclede 

35,571 

2 

$6,000 

$20,000 

$26,000 

Lafayette 

33,381 

2 

$6,000 

$20,000 

$26,000 

Lawrence 

38,634 

2 

$6,000 

$20,000 

$26,000 

Lewis 

10,211 

1 

$3,000 

$10,000 

$13,000 

Lincoln 

52,566 

2 

$6,000 

$20,000 

$26,000 

Linn 

12,761 

1 

$3,000 

$10,000 

$13,000 

Livingston 

15,195 

1 

$3,000 

$10,000 

$13,000 
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McDonald 

23,083 

1 

$3,000 

$10,000 

$13,000 

Macon 

15,566 

1 

$3,000 

$10,000 

$13,000 

Madison 

12,226 

1 

$3,000 

$10,000 

$13,000 

Maries 

9,176 

1 

$3,000 

$10,000 

$13,000 

Marion 

28,781 

1 

$3,000 

$10,000 

$13,000 

Mercer 

3,785 

1 

$3,000 

$10,000 

$13,000 

Miller 

24,748 

1 

$3,000 

$10,000 

$13,000 

Mississippi 

14,358 

1 

$3,000 

$10,000 

$13,000 

Moniteau 

15,607 

1 

$3,000 

$10,000 

$13,000 

Monroe 

8,840 

1 

$3,000 

$10,000 

$13,000 

Montgomery 

12,236 

1 

$3,000 

$10,000 

$13,000 

Morgan 

20,565 

1 

$3,000 

$10,000 

$13,000 

New  Madrid 

18,956 

1 

$3,000 

$10,000 

$13,000 

Newton 

58,114 

2 

$6,000 

$20,000 

$26,000 

Nodaway 

23,370 

1 

$3,000 

$10,000 

$13,000 

Oregon 

10,881 

1 

$3,000 

$10,000 

$13,000 

Osage 

13,878 

1 

$3,000 

$10,000 

$13,000 

Ozark 

9,723 

1 

$3,000 

$10,000 

$13,000 

Pemiscot 

18,296 

1 

$3,000 

$10,000 

$13,000 

Perry 

18,971 

1 

$3,000 

$10,000 

$13,000 

Pettis 

42,201 

2 

$6,000 

$20,000 

$26,000 

Phelps 

45,156 

2 

$6,000 

$20,000 

$26,000 

Pike 

18,516 

1 

$3,000 

$10,000 

$13,000 

Platte 

89,322 

3 

$9,000 

$30,000 

$39,000 

Polk 

31,137 

2 

$6,000 

$20,000 

$26,000 

Pulaski 

52,274 

2 

$6,000 

$20,000 

$26,000 

Putnam 

4,979 

1 

$3,000 

$10,000 

$13,000 

Ralls 

10,167 

1 

$3,000 

$10,000 

$13,000 

Randolph 

25,414 

1 

$3,000 

$10,000 

$13,000 

Ray 

23,494 

1 

$3,000 

$10,000 

$13,000 

Reynolds 

6,696 

1 

$3,000 

$10,000 

$13,000 

Ripley 

14,100 

1 

$3,000 

$10,000 

$13,000 

St.  Charles 

360,485 

13 

$39,000 

$130,000 

$169,000 

St.  Clair 

9,805 

1 

$3,000 

$10,000 

$13,000 

Ste.  Genevieve 

18,145 

1 

$3,000 

$10,000 

$13,000 

St.  Francois 

65,359 

3 

$9,000 

$30,000 

$39,000 

St.  Louis 

998,954 

34 

$102,000 

$340,000 

$442,000 

Saline 

23,370 

1 

$3,000 

$10,000 

$13,000 

Schuyler 

4,431 

1 

$3,000 

$10,000 

$13,000 

Scotland 

4,843 

1 

$3,000 

$10,000 

$13,000 

Scott 

39,191 

2 

$6,000 

$20,000 

$26,000 

Shannon 

8,441 

1 

$3,000 

$10,000 

$13,000 

Shelby 

6,373 

1 

$3,000 

$10,000 

$13,000 

Stoddard 

29,968 

1 

$3,000 

$10,000 

$13,000 

Stone 

32,202 

2 

$6,000 

$20,000 

$26,000 

Sullivan 

6,714 

1 

$3,000 

$10,000 

$13,000 

Taney 

51,675 

2 

$6,000 

$20,000 

$26,000 
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Texas 

26,008 

1 

$3,000 

$10,000 

$13,000 

Vernon 

21,159 

1 

$3,000 

$10,000 

$13,000 

Warren 

32,513 

2 

$6,000 

$20,000 

$26,000 

Washington 

25,195 

1 

$3,000 

$10,000 

$13,000 

Wayne 

13,521 

1 

$3,000 

$10,000 

$13,000 

Webster 

36,202 

2 

$6,000 

$20,000 

$26,000 

Worth 

2,171 

1 

$3,000 

$10,000 

$13,000 

Wright 

18,815 

1 

$3,000 

$10,000 

$13,000 

St.  Louis  city 

319,294 

11 

$33,000 

$110,000 

$143,000 

Missouri 

5,988,927 

262 

$786,000 

$2,620,000 

$3,406,000 

Source:  Census  2000  - SF1  and  201 0 P.L.  94-171 

From  Missouri  Office  of  Administration-Division  of  Budget  and  Planning  website 

Flowever,  it  is  possible  that  every  county  may  not  limit  the  number  of  medical  marijuana  dispensary 
facilities.  In  addition,  such  a facility  may  not  open  in  every  county  due  to  the  small  number  of  inhabitants 
and  the  economics  of  businesses  being  viable  in  a small  market.  Missouri  has  1 14  counties  plus  the  City 
of  St.  Louis.  Table  6 shows  the  amount  of  revenue  generated  by  size  of  county.  There  are  26  counties 
with  less  than  1 0,000  in  population.  There  are  1 8 counties  with  a population  between  1 0,000  and  1 5,000. 
Table  6 shows  that  if  no  dispensary  opened  in  counties  with  populations  less  than  15,000  in  population 
the  revenue  generated  would  still  be  $2.8  million.  That  amounts  to  a loss  of  $572,000  which  is  17%  of 
the  revenue  while  losing  38%  of  the  counties.  Given  experiences  in  other  states  it  is  unlikely  that  44 
counties  will  not  have  a medical  marijuana  dispensary.  In  addition,  this  assumption  would  mean  that  26 
of  the  44  counties  north  of  the  Missouri  River  would  be  unserved,  thus  wide  swaths  of  northern  Missouri 
would  be  without  a dispensary.  The  same  would  be  true  of  a large  area  in  southeast  Missouri. 

Given  the  grouping  of  small  counties  in  northern  and  southern  Missouri  it  is  likely  that  regional 
dispensaries  serving  multiple  counties  will  attempt  to  operate  to  serve  any  local  demand.  For  example, 
one  or  several  regional  dispensaries  might  serve  a combination  of  counties  grouped  in  northwest  Missouri 
(Worth,  Gentry,  Dekalb,  Harrison,  Daviess  counties)  or  southeast  Missouri  (Shannon,  Oregon,  Reynolds, 
Carter,  Ripley,  Iron,  Wayne  counties).  The  success  of  the  regional  dispensaries  will  be  more  difficult  and 
it  will  likely  require  several  years  of  experience  before  the  number  of  dispensaries  in  small  counties 
settles  into  a long-term  supportable  number. 

Table  6 - Revenue  from  Medical  Marijuana  Dispensary  Facilities  by  County  Size 


Missouri  county  populations 

# of 

counties 

% of 
counties 

# of 

dispensaries 

Revenue  from 
dispensary 
application  and 
license  fees 

Less  than  1 0,000  population 

26 

22.6% 

26 

$338,000 

Between  10,000  and  15,000 

18 

15.7% 

18 

$234,000 

Greater  than  15,000 

71 

61 .7% 

218 

$2,834,000 

Total 

115 

1 00.0% 

262 

$3,406,000 
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Another  way  to  look  at  the  number  of  possible  dispensaries  is  to  look  at  the  experience  of  other  states. 
The  states  with  laws  most  similar  to  the  proposed  initiative  petition  are  Oregon  and  Colorado.  A number 
of  the  states  restrict  dispensaries  to  a small  number.  Other  states  have  local  registration,  have  a different 
distribution  structure,  or  are  too  early  in  their  operations  to  have  approved  dispensaries  in  part  or  in  full. 

Missouri's  population  is  larger  than  both  Colorado  and  Oregon.  Table  7 shows  the  U.S.  Census  Bureau's 
population  estimate  for  the  three  states.  Table  7 also  provides  statistics  on  the  need  and  demand  for 
dispensaries  as  measured  by  the  number  of  dispensaries  per  population  and  per  square  mile.  There 
were  515  dispensaries  in  Colorado  in  2015  or  1 for  every  10,400  people  compared  to  Oregon's  345 
dispensaries  with  1 for  every  1 1 ,508  people.  This  is  not  much  difference  in  the  number  of  people  per 
dispensary.  Colorado  has  one  dispensary  per  every  201  square  miles  in  the  state  compared  to  Oregon's 
one  dispensary  per  every  278  square  miles. 

Based  on  Missouri's  population  it  would  have  between  527  and  583  dispensaries  if  it  has  Oregon  or 
Colorado  levels  of  dispensaries  per  person.  Based  on  Missouri  square  miles  it  would  have  between  248 
and  343  dispensaries.  If  Missouri  experience  is  at  the  mid-point  of  the  Oregon  and  Colorado 
dispensaries  per  square  mile  it  would  have  287  dispensaries.  This  calculation  produces  about  ten 
percent  more  dispensaries  as  Table  5 which  calculates  262  dispensaries  assuming  that  each  county  will 
set  a limit  as  provided  by  the  proposed  petition. 


TABLE  7 - Estimating  Missouri  dispensaries  from  Colorado  and  Oregon  dispensaries 


Missouri  Estimates 

Colorado 

Oregon 

at 

Colorado 

level 

at  Oregon 
level 

if  mid-point 

Estimated  2014  population 
by  U.S.  Census  Bureau 

5,355,866 

3,970,239 

6,063,589 

6,063,589 

6,063,589 

Square  miles  in  state 

103,718 

95,997 

68,886 

68,886 

68,886 

1 dispensary  per  # 
population 

10,400 

11,508 

10,400 

11,508 

10,954 

# of  dispensaries  - 2015 

515 

345 

583 

527 

554 

1 dispensary  per  # sq.  miles 

201 

278 

201 

278 

240 

# of  dispensaries  - 2015 

515 

345 

343 

248 

287 

The  estimate  in  Table  8 below  assumes  that  action  by  the  counties  limits  the  Department  of  Health  and 
Senior  Services  (DHSS)  to  approving  262  Medical  Marijuana  Dispensary  Facilities,  the  minimum  number 
allowed  under  the  proposal.  Table  8 assumes  that: 

• Given  the  economics  of  operating  in  small  counties  with  limited  demand,  it  is  assumed  that 
dispensaries  will  only  operate  in  counties  with  more  than  1 5,000  in  population.  A total  of  21 8 
dispensaries  will  operate  under  this  assumption.  While  it  is  likely  that  regional  dispensaries  will 
provide  service  to  multiple  counties,  the  assumption  below  is  conservative  and  discounts  this 
possibility. 

• In  addition,  the  possible  operators  of  Medical  Marijuana-Dispensary  Facilities  will  want  to  ramp  up 
their  activities  along  a timeline  that  correlates  with  the  operation  of  the  Medical  Marijuana 
Cultivation  Faculties  and  Medical  Marijuana-Infused  Product  Facilities.  Given  the  time  needed  for 
dispensary  construction  and  preparation  Table  8 assumes  a that  one-half  of  the  218  dispensaries 
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will  apply  for  licenses  in  FY  2017  with  the  remainder  in  FY  2018.  The  DFISS  could  wait  until  the 
last  date  allowed  for  it  to  accept  applications  which  is  late  in  the  fiscal  year  - May  7,  201 7. 

• Application  fees  are  assumed  for  218  licenses.  Since  application  fees  are  non-refundable  an 
additional  $3,000  will  be  collected  from  any  applicant  that  is  ultimately  refused  a license.  For 
example,  a 10%  or  25%  refusal  rate  would  mean  23  to  73  applications  would  pay  the  $3,000  non- 
refundable  fee  yet  be  rejected  which  would  generate  an  additional  $69,000  or  $219,000 
respectively  not  calculated  into  this  revenue  estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  2019  for  licenses  first  issued  in  2018. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  201 7 and  FY  201 8 shown  in  Table  8 
from  the  218  facilities  is  $2,834,000  including: 

• $327,000  in  FY  201 7,  and 

• $2,507,000  in  FY  201 8. 

Table  8 - Minimum  Medical  Marijuana  Dispensary  Facilities 


Assumptions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications  to 
be  allowed  no 
later  than  5/7/17 

Applications 
open  all  year 

% of  applications  submitted 
assuming  minimal  number 
approved  by  DHSS 

50.0% 

50.0% 

100.0% 

Total  applications  assuming 
minimal  number  approved  by  DHSS 

109 

109 

218 

Total  licenses  approved  by  DHSS 

0 

218 

218 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of 
$3,000 

$327,000 

$327,000 

$654,000 

First  year  license  fee  of  $10,000  - 
good  for  3 years 

$0 

$2,180,000 

$2,180,000 

Total  fees  and  licenses  at  minimum 
# of  licensees 

$327,000 

$2,507,000 

$2,834,000 
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Patient  identification  cards  and  caregiver  cards 


The  proposal  requires  that  the  Department  of  Health  and  Senior  Services  issue  identification  cards  for 
qualifying  patients,  primary  caregivers,  and  qualifying  patient  cultivation.  No  limit  is  established  on  the 
number  of  such  cards  that  can  be  issued.  However,  a qualifying  medical  condition  must  be  present  as 
certified  in  accordance  with  the  procedures  outlined  in  the  proposal. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraphs  3(1 7)  and  3(1 8)  of  the  proposal 
to  charge  a $25  fee  per  year  per  card.  The  $25  card  fee  shall  be  increased  or  decreased  by  the 
percentage  of  increase  or  decrease  in  the  Consumer  Price  Index  calculated  from  the  end  of  the  previous 
calendar  year. 

In  the  medical  marijuana  fiscal  notes  prepared  for  bills  considered  by  the  Missouri  General  Assembly  over 
the  past  three  years,  the  Department  of  Health  and  Senior  Services  has  used  Oregon's  experience  with 
patient  identification  cards  and  caregiver  cards  as  a basis  to  estimate  what  might  occur  in  Missouri. 

DHSS  indicated  that  Oregon  had  similar  language  to  that  being  considered  and  the  data  was  available. 
The  states  with  laws  most  similar  to  the  proposed  initiative  petition  are  Oregon  and  Colorado. 

Qualifying  patient  cards 

Table  9 provides  information  on  the  number  of  qualifying  patient  cards  as  of  the  end  of  FY  2014  and  FY 
2015  from  each  state.  In  both  years  Colorado  had  about  1 1 3,500  cards  which  amounted  to  2.1%  of  the 
population.  In  Oregon  the  number  of  cards  grew  from  64,838  to  72,51 7 with  a very  slightly  lower  percent 
of  the  population  of  1 .8%  in  FY  201 5.  Missouri's  population  is  larger  than  both  Colorado  and  Oregon. 

Based  on  the  U.S.  Census  Bureau's  population  estimates  for  the  three  states  if  the  Missouri  experience 
is: 

• at  Colorado's  level  we  will  have  1 27,335  qualifying  patient  cards. 

• at  Oregon's  level  we  will  have  103,081  qualifying  patient  cards 

• at  the  mid-point  of  the  Oregon  and  Colorado  we  would  have  1 1 5,208  cards 


TABLE  9 - Missouri  Estimates  of  Qualifying  Patients  from  Colorado  and  Oregon  Experience 


Colorado 

Oregon 

Missouri  Estimates 

2014 

2015 

2014 

2015 

at 

Colorado 

level 

at 

Oregon 

level 

if  mid- 
point 

Estimated  2014  population 
by  U.S.  Census  Bureau 

5,355,866 

5,355,866 

3,970,239 

3,970,239 

6,063,589 

6,063,589 

6,063,589 

# of  qualifying  patient  cards 

113,506 

113,585 

64,838 

72,517 

127,335 

103,081 

115,208 

% of  population 

2.1% 

2.1% 

1.6% 

1.8% 

2.1% 

1.7% 

1.9% 
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In  the  medical  marijuana  fiscal  notes  for  bills  considered  by  the  General  Assembly  the  DHSS  also  made 
an  adjustment  upward  in  its  estimate  on  the  number  of  qualifying  patient  cards.  For  example,  in  the  fiscal 
note  for  HB  490  (201 5 session)  the  DHSS  assumed  that  the  number  of  Missouri  cards  would  be  higher 
because  the  rates  of  chronic  diseases  are  generally  higher  than  those  in  Oregon.  DHSS  estimated  25% 
more  applicants  in  Missouri  as  a result  of  that  assumption. 

Table  10  looks  at  the  reasonableness  of  the  extra  25%  in  applicants  by  reviewing  the  specific  rates  of 
cancer,  HIV,  and  obesity  (as  an  indicator  of  overall  chronic  disease)  since  they  are  among  the  items  that 
would  likely  generate  qualifying  conditions  under  the  proposed  petition.  Missouri's  rate  for  each  of  the 
four  conditions  is  higher,  and  sometimes  substantially  higher,  than  Colorado  and  Oregon.  For  example, 
Missouri's  cancer  rate  is  6.7%  higher  than  Oregon  and  1 1.1%  higher  than  Colorado.  Similarly,  Missouri's 
obesity  rate  is  8.2%  higher  than  Oregon's  and  41 .8%  higher  than  Colorado's  rate. 

Table  10  - Chronic  Disease  Rates  in  Colorado,  Oregon,  and  Missouri 


Cancer  rate 

Diabetes  rate 

Obesity  rate 

HIV  rate 

Colorado 

405.5 

3.6 

21.3 

7.5 

Oregon 

422.2 

4.7 

27.9 

6.9 

Missouri 

450.6 

5.2 

30.2 

9.6 

MO  difference  from  other  state 

% Difference  from  Colorado 

11.1% 

44.4% 

41.8% 

28.0% 

% Difference  from  Oregon 

6.7% 

10.6% 

8.2% 

39.1% 

The  data  in  Table  10  appears  to  corroborate  the  DHSS  assumption  that  Missouri  will  have  25%  more 
applicants  based  on  a higher  level  of  chronic  diseases.  The  following  fiscal  analysis  will  accept  and  use 
the  additional  25%  in  its  identification  card  calculations.  Table  11  estimates  that  there  will  be  144,010 
patient  and  caregiver  cards  issued  as  a result  of  the  proposed  petition. 

Table  11  - Estimated  Qualifying  Patient  Cards 


Qualifying  Patient  cards  calculated  at  1 .9%  of  population 
(mid-point  between  Colorado's  2.1%  and  Oregon's  1.7%) 

115,208 

Chronic  disease  factor  boost  (25%  based  on  DHSS 
assumption  and  data  in  Table  10) 

25.0% 

Number  of  qualifying  patient  cards  to  be  issued 

144,010 
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Caregiver  cards 

DHSS  is  also  responsible  for  issuing  Primary  Caregiver  identification  cards  under  the  provisions  of  the 
initiative  petition.  In  its  fiscal  note  on  medical  marijuana  legislation  considered  by  the  General  Assembly 
the  DHSS  used  Oregon's  experience  as  a model  for  its  estimate  due  to  the  similar  mandatory  registration 
provisions.  The  DHSS  used  the  number  of  caregivers  and  adjusted  for  Missouri's  larger  population  and 
then  adjusted  upward  by  a factor  of  25%  due  to  Missouri's  higher  chronic  disease  levels.  These  are  the 
same  adjustment  factors  used  for  qualifying  patients  by  DHSS. 

Tables  12  and  13  use  information  from  Oregon  to  estimate  the  number  of  Missouri  caregiver  identification 
cards.  Table  1 2 shows  that  the  number  of  Oregon  caregiver  cards  in  201 4 and  201 5 amounted  to  about 
0.9%  of  its  population.  Adjusting  for  Missouri's  larger  population  would  produce  an  estimated  54,572 
Missouri  caregiver  cards.  Further  adjusting  for  Missouri's  higher  chronic  disease  levels,  as  done 
previously  by  DHSS,  would  result  in  68,215  caregiver  cards. 

Table  12 

Missouri  Caregiver  Cards  using  Oregon  Rate  plus  Chronic  Disease  adjustment 


Oregon 

2014 

Oregon 

2015 

Missouri 
estimate  if 
at  Oregon 
rate 

Missouri 
estimate  with 
25%  adjustment 
for  chronic 
disease  levels 

Estimated  2014  population  by 
U.S.  Census  Bureau 

3,970,239 

3,970,239 

6,063,589 

6,063,589 

# of  caregiver  cards 

32,796 

35,864 

54,572 

68,215 

% of  population 

0.8% 

0.9% 

0.9% 

1.1% 

Another  way  to  look  at  the  issue  is  to  look  at  the  rate  of  caregiver  cards  compared  to  the  number  of 
qualifying  patient  cards.  Table  1 3 shows  that  Oregon  caregiver  cards  were  about  50%  of  the  total  of 
qualifying  patient  cards.  Using  the  estimated  number  of  Missouri  qualifying  patient  cards  calculated  in 
Table  1 1 , the  number  of  caregiver  cards  would  total  72,005  if  it  were  50%  of  the  number  of  qualifying 
patient  cards. 


Table  13  - Missouri  Caregiver  cards  based  on  Oregon  Qualifying  Patient  Cards 


Oregon 

2014 

Oregon 

2015 

Missouri 
estimate  at 
Oregon  average 
for  care  givers 

Qualifying  patient  cards 

64,838 

72,517 

144,010 

Caregiver  cards 

32,796 

35,864 

72,005 

Total  Qualifying  patient  and  Caregiver  cards 

97,634 

108,381 

216,015 

% of  caregiver  cards  to  qualifying  patients 

50.6% 

49.5% 

50.0% 

Both  Table  1 2 and  Table  1 3 produce  caregiver  card  numbers  in  approximately  the  same  number.  For 
purposes  of  this  fiscal  note  the  number  of  caregiver  cards  is  70,1 1 0,  the  average  of  the  Table  1 2 and 
Table  1 3 estimates. 
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Summary  of  Fee  Revenue  from  Qualifying  Patient  and  Primary  Caregiver  identification  cards 
Table  14  estimates  the  number  of  patient  and  caregiver  cards  and  the  revenue  generated  in  the  first  two 
years.  DHSS  must  allow  applications  for  identification  cards  by  May  7,  2017.  The  proposal  requires  that 
DHSS  approve  or  deny  applications  within  30  days.  Thus,  the  latest  that  the  first  identification  card  can 
be  issued  is  June  6,  201 7.  Given  the  construction  timeline  for  cultivation  faculties  and  dispensaries  and 
crop  growing  time,  qualifying  patients  and  caregivers  are  likely  to  apply  for  identification  cards  closer  to 
the  time  those  facilities  will  be  completed.  There  are  individuals  that  will  want  to  be  early  in  line  for 
medical  and  legal  reasons.  It  is  assumed  that  one-fourth  of  the  new  applicants  will  come  in  during  the 
first  year.  Half  of  the  qualifying  patients  and  primary  caregivers  will  apply  during  FY  201 8 and  the 
remainder  in  FY  2019.  The  annual  fee  and  renewal  fee  is  $25.  Those  receiving  identification  cards  in  FY 
2017  will  have  to  renew  them  in  FY  2018.  In  its  medical  marijuana  legislative  fiscal  note  the  DHSS 
estimated  that  there  would  be  a two  percent  increase  in  applications  per  year.  This  analysis  does  not 
assume  identification  card  growth  in  the  first  two  years.  The  petition  requires  increases  or  decreases  in 
the  annual  fee  based  on  CPI  changes.  However,  no  inflation/deflation  calculation  is  included  in  this 
analysis. 

Table  14  estimates  that  there  will  be  214,122  qualifying  patient  and  caregiver  cards  issued  in  FY  2017 
and  FY  2018,  including  first  time  participants  and  renewals.  Table  14  estimates  that  $5.4  million  will  be 
collected  in  the  first  two  years  of  the  program  including: 

• $1 .3  million  in  FY  2017 

• $4.0  million  in  FY  2018 
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Table  14  - Fee  Revenue  from  Qualifying  Patient  and  Primary  Caregiver  Cards 


Assumptions 

FY  2017 

FY  2018 

Total 

Application  deadlines 

Applications 
to  be 

allowed  no 
later  than 
5/7/17 

Applications 
open  all 
year 

% of  new  applications  submitted 

25.0% 

50.0% 

75.0% 

Qualifying  patient  identification  cards 

Total  new  applications 

36,003 

72,005 

108,008 

Total  renewal  applications 

36,003 

36,003 

Primary  caregiver  identification  cards 

Total  new  applications 

17,528 

35,055 

52,583 

Total  renewal  applications 

17,528 

17,528 

Total  of  all  applications  for  qualifying  patients  and 
caregivers 

53,531 

160,591 

214,122 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

Qualifying  patient  cards 

Annual  fee  of  $25 

$900,075 

$1,800,125 

$2,700,200 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$900,075 

$900,075 

subtotal  qualifying  patient  cards 

$900,075 

$2,700,200 

$3,600,275 

Primary  caregiver  cards 

Annual  fee  of  $25 

$438,200 

$876,375 

$1,314,575 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$438,200 

$438,200 

subtotal  primary  caregiver  cards 

$438,200 

$1,314,575 

$1,752,775 

Total  qualifying  patient  and  primary  caregiver  card  revenue 

Annual  fee  of  $25 

$1,338,275 

$2,676,500 

$4,014,775 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$1,338,275 

$1,338,275 

Total  application  fee  revenue 

$1,338,275 

$4,014,775 

$5,353,050 
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Qualifying  Patient  Cultivation  Cards 

The  proposal  requires  that  the  Department  of  Health  and  Senior  Services  issue  identification  cards  for 
qualifying  patient  cultivation.  No  limit  is  established  on  the  number  of  such  cards  that  can  be  issued. 
DHSS  must  allow  applications  for  qualifying  patient  cultivation  identification  cards  by  May  7,  2017.  The 
proposal  requires  that  DHSS  approve  or  deny  applications  within  30  days.  Thus,  the  latest  that  the  first 
identification  card  can  be  issued  is  June  6,  201 7,  assuming  that  it  receives  any  such  applications. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraphs  3(1 7)  and  3(1 8)  of  the  proposal 
to  charge  a $25  fee  per  year  per  card.  The  $25  card  fee  shall  be  increased  or  decreased  by  the 
percentage  of  increase  or  decrease  in  the  Consumer  Price  Index  calculated  from  the  end  of  the  previous 
calendar  year. 

The  states  allowing  the  use  of  medical  marijuana  have  varying  provisions  for  cultivation  by  patients,  if  it  is 
allowed  at  all.  Thus,  estimating  the  total  number  of  patient  cultivation  cards  using  other  state  data  is  more 
difficult.  In  addition,  paragraph  7(10)  of  the  proposal  requires  that  "all  patient  cultivation  shall  take  place 
in  an  enclosed,  locked  facility  that  is  equipped  with  security  devices  that  permit  access  only  by  the 
qualifying  patient  or  by  such  patient's  primary  caregiver." 

This  analysis  assumes  that  given  the  construction  timeline  for  cultivation  faculties  and  dispensaries  and 
crop  growing  time,  the  earliest  sales  of  medical  marijuana  will  take  place  in  October  2017.  The  cost  to 
qualifying  patients  or  their  caregivers  of  the  security  upgrades  or  construction  of  the  enclosed,  locked 
facility  required  by  paragraph  7(1 0)  will  substantially  diminish  the  number  of  patient  cultivators  initially. 
Qualifying  patients  are  more  likely  to  first  use  product  purchased  from  dispensaries  to  determine  the 
efficacy  of  medical  marijuana  in  treating  their  qualifying  medical  condition.  Only  after  determining  the 
treatment's  efficacy  will  patients  consider  paying  for  the  security  and  facility  required  by  paragraph  7(1 0). 
Paragraph  3(d)  requires  the  DHSS  to  establish  a seed-to-sale  tracking  system  that  in  effect  requires  the 
qualifying  patients  or  their  caregivers  to  obtain  their  cultivation  plants  from  the  Medical  Marijuana 
Dispensary  Facilities. 

Table  1 5 assumes  that  1 5%  of  the  qualifying  patients  will  apply  for  patient  cultivation  identification  cards. 

It  is  assumed  that  those  qualifying  patients  will  use  medical  marijuana  from  medical  marijuana  dispensary 
facilities  for  six  months  before  moving  to  patient  cultivation  and  incurring  the  required  security  and  facility 
costs  required  in  the  proposal.  The  first  patient  cultivation  card  is  assumed  to  be  issued  in  March  2018, 
six  months  after  the  first  dispensary  sale.  Table  1 5 assumes  that  the  patient  cultivation  cards  will  be 
issued  and  phased-in  over  a 1 6 month  period  from  March  201 8 to  June  201 9.  A total  of  1 ,350  patient 
cultivation  cards  per  month  results  in  5,400  patient  cultivation  cards  issued  in  FY  201 8 producing  revenue 
of  $135,000. 


Table  15  - Qualifying  Patient  Cultivation  Cards 


# patient  cultivation  cards  issued  per  month 

1,350 

# months  issued  (March  to  June  2018) 

4 

# cultivation  cards  issued  in  FY  2018 

5,400 

Missouri  fee 

$25 

Total  FY  2018  revenue 

$135,000 
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Tax  Revenues 

Colorado  and  Oregon  have  been  used  throughout  this  analysis  as  the  benchmark  states  for  comparison 
to  Missouri's  possible  experience.  Oregon  does  not  tax  medical  marijuana  sales  so  it  has  no  data  that 
can  be  used  to  help  estimate  Missouri  sales.  Table  1 6 shows  that  Colorado  state  tax  collections  for 
medical  marijuana  was  $1 0.6  million  in  FY  201 4 and  $1 0.4  million  in  FY  201 5.  Colorado  taxes  medical 
marijuana  at  2.9%  and  has  explicit  accounting  of  those  revenues  on  its  website.  To  generate  $1 0.4 
million  in  FY  201 5 with  a 2.9%  sales  tax  the  economic  value  that  was  taxed  would  need  to  be  $358.9 
million.  This  computes  to  $3,1 60  per  cardholder  per  year  or  $263  per  month  per  cardholder.  Multiplying 
the  estimated  144,010  Missouri  qualifying  patient  cardholders  times  $3,160  per  month  would  produce  a 
market  of  $455.1  million  in  Missouri  economic  value. 


Table  16  - Colorado  Taxes  and  Economic  Activity  for  Medical  Marijuana 


Colorado 

2014 

Colorado 

2015 

State  tax  revenue  collected  from  medical  marijuana 

$10,562,577 

$10,409,340 

Colorado  Sales  Tax  Rate 

2.9% 

2.9% 

Implied  economic  value  taxed  in  Colorado  sales 

$364,226,793 

$358,942,759 

Colorado  Patient  and  care  giver  cards 

113,506 

113,585 

$ per  Colorado  identification  cardholder  for  year 

$3,209 

$3,160 

$ per  Colorado  identification  cardholder  for  month 

$267 

$263 

Estimated  Missouri  qualifying  patient  cardholders  (Table  11) 

144,010 

144,010 

Implied  economic  value  tax  in  Missouri  sales  at  same  $ per 
Colorado  identification  cardholder 

$462,128,090 

$455,071,600 

Table  17  builds  from  the  estimate  of  likely  Missouri  qualifying  patients  and  caregivers  to  calculate  the 
likely  tax  revenue.  The  assumptions  in  Table  1 7 include: 

• 144,01 0 qualifying  patients  as  calculated  in  Table  1 1 . 

• A phase-in  of  applicants  and  identification  cards  issued  as  calculated  in  Table  14.  The  FY  2018 
applicants  are  phased-in  at  a standard  monthly  rate  of  6,000  per  month. 

• October  201 7 is  the  earliest  that  medical  marijuana  will  be  purchased.  Nine  months  of 
purchasing  in  FY  2018  will  be  possible  for  60,003  qualifying  patients  (36,003  with  FY  2017  issued 
identification  cards  and  24,000  for  the  July  through  October  201 7 cards  issued  in  FY  201 8).  The 
remaining  FY  201 8 patients  will  only  be  able  to  purchase  for  the  number  of  months  left  in  the 
fiscal  year  based  on  the  month  their  card  is  issued.  The  remaining  25%  of  qualifying  patients  will 
not  start  purchasing  until  they  get  their  identification  cards  in  FY  201 9. 

• A $265  per  month,  $3,180  per  year,  purchase  of  medical  marijuana  based  on  Colorado's 
experience.  The  State  of  Arizona  in  its  FY  2014  Annual  Report  on  Medical  Marijuana  used  an 
estimate  of  $350  price  per  ounce.  Arizona  estimated  that  its  1 .4  million  transactions  were  worth 
$112  million  in  revenue. 

• A 4%  sales  tax  going  to  the  Missouri  Veterans'  Health  and  Care  Fund. 

• Paragraph  4(4)  of  the  proposal  states  that  the  4%  sales  tax  for  Veterans  is  in  addition  to  any 
other  state  general  or  local  sales  tax.  The  State's  other  sales  taxes  amount  to  4.225%  including 
3%  GR,  1%  Prop  C for  K-12,  0.1 25%  for  Conservation,  0.1%  for  Parks/Soils. 

Based  on  these  assumptions  Table  1 7 shows  sales  tax  revenues  of  $1 6.5  million  in  total.  The  following 
amounts  would  go  to  state  funds  in  FY  201 7 and  FY  201 8. 

• Missouri  Veterans'  Health  and  Care  Fund  - $8.0  million 
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• General  Revenue  - $6.0  million 

• Prop  C - $2.0  million 

• Conservation  - $0.25  million 

• Parks/Soils  - $0.2  million 

Table  17  - Missouri  Tax  Revenue  Estimate 


AssumDtions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/1 7 

Applications 
open  all  year 

Total  new  applications  for  identification  cards 

36,003 

72,005 

108,008 

Total  renewal  applications  for  identification  cards 

36,003 

36,003 

$ per  cardholder  for  month 

$265 

$265 

Number  of  months  of  purchases  for  FY  201 7 applicants 

0 

9 

Number  of  months  of  purchases  for  FY  201 8 applicants  (net 
effective  for  monthly  phase-in) 

0 

6 

FY  2017 

FY  2018 

Total 

Value  of  sales  taxed 

Amount 

Amount 

Amount 

Value  of  sales  made  to  FY  201 7 applicants 

$0 

$85,867,155 

$85,867,155 

Value  of  sales  made  to  FY  201 8 applicants 

$0 

$114,487,950 

$114,487,950 

Total  value  of  sales  made  to  applicants 

$0 

$200,355,105 

$200,355,105 

SALES  TAX  COLLECTIONS 

Missouri  Veterans'  Health  and  Care  Fund 

Amount 

Amount 

Amount 

Proposed  Missouri  sales  tax  rate  on  Medical  Marijuana 

4.0% 

4.0% 

4.0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$3,434,686 

$3,434,686 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$4,579,518 

$4,579,518 

subtotal  tax  revenue 

$0 

$8,014,204 

$8,014,204 

General  Revenue 

Amount 

Amount 

Amount 

GR  statutory  sales  tax  rate  on  Medical  Marijuana 

3.0% 

3.0% 

3.0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$2,576,015 

$2,576,015 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$3,434,639 

$3,434,639 

subtotal  tax  revenue 

$0 

$6,010,653 

$6,010,653 

Prop  C 

Amount 

Amount 

Amount 

Prop  C sales  tax  rate  on  Medical  Marijuana 

1 .0% 

1 .0% 

1 .0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$858,672 

$858,672 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$1,144,880 

$1,144,880 

subtotal  tax  revenue 

$0 

$2,003,551 

$2,003,551 
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Conservation 

Amount 

Amount 

Amount 

Conservation  sales  tax  rate  on  Medical  Marijuana 

0.125% 

0.125% 

0.125% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$107,334 

$107,334 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$143,110 

$143,110 

subtotal  tax  revenue 

$0 

$250,444 

$250,444 

Parks  and  Soils 

Amount 

Amount 

Amount 

Parks  and  Soils  sales  tax  rate  on  Medical  Marijuana 

0.10% 

0.10% 

0.10% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$85,867 

$85,867 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$114,488 

$114,488 

subtotal  tax  revenue 

$0 

$200,355 

$200,355 

Total  State  Funds 

Amount 

Amount 

Amount 

All  state  funds  sales  tax  rate  on  Medical  Marijuana 

8.225% 

8.225% 

8.225% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$7,062,573 

$7,062,573 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$9,416,634 

$9,416,634 

Total  State  Tax  Revenue 

$0 

$16,479,207 

$16,479,207 

22 


Local  Revenue  and  Costs  for  Medical  Marijuana  bills  filed  in  past  three  legislative  sessions 

Six  of  the  seven  medical  marijuana  bills  have  completed  fiscal  notes  for  some  version  of  the  bill.  Local 
costs  identified  in  the  various  fiscal  notes  prepared  by  the  Oversight  Division  are  very  low. 

Table  18  estimates  the  local  tax  revenue  generated  as  a result  of  the  proposed  petition.  The  table  uses 
the  same  methodology  as  used  in  Table  17  in  estimating  state  tax  revenue.  The  Oversight  Division  uses 
a 3.88%  local  sales  tax  rate  for  its  estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well. 
Using  this  methodology  results  in  an  estimate  of  $1 0 million  in  local  sales  tax  revenue  in  FY  201 8. 

Table  18  - Missouri  Local  Tax  Revenue  Estimate 


AssumDtions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/1 7 

Applications 
open  all  year 

Total  new  applications  for  identification  cards 

36,003 

72,005 

108,008 

Total  renewal  applications  for  identification  cards 

36,003 

36,003 

$ per  cardholder  for  month 

$265 

$265 

Number  of  months  of  purchases  for  FY  201 7 applicants 

0 

9 

Number  of  months  of  purchases  for  FY  201 8 applicants  (net 
effective  for  monthly  phase-in) 

0 

6 

FY  2017 

FY  2018 

Total 

Value  of  sales  taxed 

Amount 

Amount 

Amount 

Value  of  sales  made  to  FY  201 7 applicants 

$0 

$85,867,155 

$85,867,155 

Value  of  sales  made  to  FY  2018  applicants 

$0 

$114,487,950 

$114,487,950 

Total  value  of  sales  made  to  applicants 

$0 

$200,355,105 

$200,355,105 

SALES  TAX  COLLECTIONS 

Local  Sales  Taxes 

Amount 

Amount 

Amount 

Average  sales  tax  rate  used  by  Legislature's  Oversight 
Division  for  Local  Sales  Taxes 

3.88% 

3.88% 

3.88% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$3,331 ,646 

$3,331,646 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$4,442,132 

$4,442,132 

subtotal  local  tax  revenue 

$0 

$7,773,778 

$7,773,778 
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In  several  instances  the  fiscal  note  indicates  that  anticipated  income  exceeds  anticipated  costs.  A 
summary  of  the  Oversight  Division's  fiscal  notes  is  shown  in  Table  1 9:  More  detailed  information  about 
those  fiscal  notes  is  outlined  below.  However,  the  local  sales  tax  revenues  that  are  estimated  in  Table  1 8 
far  outweigh  the  minor  costs  identified. 


Table  19 

MISSOURI  MEDICAL  MARIJUANA  LEGISLATION 
SUMMARY  OF  LOCAL  COSTS 
OVERSIGHT  DIVISION  FISCAL  NOTES 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Local 

Revenues 

Local 

Costs 

Local 
Net  Effect 

2015 

SB  395 

Could  exceed 
$787,160 

Unknown 

Could  exceed 
$787,160 

2015 

HB  490 

$0 

Could  exceed 
($310,320) 

Could  exceed 
($310,320) 

2015 

HB  800 

Could  exceed 
$787,160 

Unknown  to 
greater  than 
($310,320) 

Could  exceed 
$787,1 60  to 
Unknown  to 
greater  than 
($204,600) 

2015 

HB  930 

Unknown 

Greater  than 
($310,320) 

Unknown  to 
greater  than 
($310,320) 

2014 

SB  951 

$0  or  unknown 

None  identified 

$0  or  unknown 

2014 

HB 1324 

$0 

$0 

$0 

2013 

HB  688 

N/A 

N/A 

N/A 

• The  Oversight  Division  reported  that  a number  of  local  entities  said  one  or  more  of  the  various 
proposals  would  have  no  cost  to  them,  would  have  a limited  impact  if  any,  or  the  minor  costs 
could  be  absorbed  within  current  budget. 

> Law  enforcement  - Springfield  Police  Department , Columbia  Police  Department,  and  the 
Jefferson  City  Police  Department,  Cole  County  Sheriff  Department 

> Counties  - St.  Louis  County,  Mississippi  County,  and  Callaway  County 

> Cities  - City  of  Kansas  City,  City  of  Columbia,  City  of  Jefferson  City,  City  of  Springfield 

> K-12  Schools  - Carondelet  Leadership  Academy,  Kansas  City  Public  Schools,  Malta  Bend 
School  District,  and  the  Francis  Howell  School  District 

> Higher  Education  - Linn  State  Technical  College,  Metropolitan  Community  College, 
Missouri  Southern  State  University,  Missouri  Western  State  University,  Northwest  Missouri 
State  University,  University  of  Central  Missouri,  and  the  University  of  Missouri 

> Local  Public  Health  Agencies  - Columbia/Boone  County  Department  of  Public  Health  and 
Human  Services,  Harrison  County  Public  Health  Department  and  Hospice,  and  the  City  of 
Independence  Health  Department 

> Fire  districts  - Central  County  Fire  and  Rescue 


• A large  number  of  local  entities  did  not  respond  to  the  Oversight  Division.  The  most  likely  reason 
for  lack  of  response  is  that  they  do  not  anticipate  any  cost. 
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> Law  enforcement  - Boone  County  Sheriffs  Department,  Buchanan  County  Sheriffs 
Department,  Clark  County  Sheriffs  Department,  Cole  County  Sheriff,  Columbia  Police 
Department,  Independence  Police  Department,  Jackson  County  Sheriffs  Department, 
Jefferson  City  Police  Department,  Jefferson  County  91 1 Dispatch,  Platte  County  Sheriffs 
Department,  St.  Charles  Police  Department,  St.  Joseph  Police  Department,  St.  Louis 
County  Police  Department  and  the  St.  Louis  Metropolitan  Police  Department 

> Counties  - Andrew,  Atchison,  Audrain,  Barry,  Bates,  Bollinger,  Boone,  Buchanan, 

Callaway,  Camden,  Cape  Girardeau,  Carroll,  Cass,  Clay,  Cole,  Cooper,  DeKalb,  Dent, 
Franklin,  Greene,  Holt,  Jackson,  Jefferson,  Johnson,  Knox,  Laclede,  Lawrence,  Lincoln, 
Marion,  McDonald,  Miller,  Moniteau,  Monroe,  Montgomery,  New  Madrid,  Nodaway,  Ozark, 
Perry,  Pettis,  Platte,  Pulaski,  Scott,  Shelby,  St.  Charles,  St.  Louis,  St.  Francois,  Taney, 
Warren,  Wayne,  and  Worth 

> Cities  - Ashland,  Belton,  Bernie,  Bonne  Terre,  Boonville,  California,  Cape  Girardeau, 
Clayton,  Columbia,  Dardenne  Prairie,  Excelsior  Springs,  Florissant,  Frontenac,  Fulton, 
Gladstone,  Grandview,  Harrisonville,  Independence,  Jefferson  City,  Joplin,  Kearney,  Knob 
Noster,  Ladue,  Lake  Ozark,  Lebanon,  Lee  Summit,  Liberty,  Louisiana,  Maryland  Heights, 
Maryville,  Mexico,  Monett,  Neosho,  O’Fallon,  Pacific,  Peculiar,  Pineville,  Popular  Bluff, 
Raytown,  Republic,  Richmond,  Rolla,  Sedalia,  Springfield,  St.  Charles,  St.  Joseph,  St. 
Louis,  St.  Robert,  Sugar  Creek,  Sullivan,  Warrensburg,  Warrenton,  Webb  City,  Weldon 
Spring  and  West  Plains 

> K-12  Schools  - Blue  Springs  Public  Schools,  Branson  Public  Schools,  Carondelet 
Leadership  Academy,  Charleston  R-l  Schools,  Cole  R-l  Schools,  Columbia  Public  Schools, 
Fair  Grove  Schools,  Fulton  Public  School,  Independence  Public  Schools,  Jefferson  City 
Public  Schools,  Kirksville  Public  Schools,  Kirbyville  R-VI  Schools,  Lee  Summit  Public 
Schools,  Malden  R-l  Schools,  Malta  Bend  Schools,  Mexico  Public  Schools,  Monroe  City  R-l 
Schools,  Nixa  Public  Schools,  Parkway  Public  Schools,  Pattonville  Schools,  Raymore- 
Peculiar  R-lll  Schools,  Raytown  School  District,  Sedalia  School  District,  Sikeston  Public 
Schools,  Silex  Public  Schools,  Special  School  District  of  St.  Louis  County,  Spickard  School 
District,  St  Joseph  School  District,  St  Louis  Public  Schools,  St.  Charles  Public  Schools, 
Sullivan  Public  Schools  and  Warren  County  R-lll  School  District 

> Higher  Education  - Crowder  College,  East  Central  Community  College,  Harris-Stowe, 
Jefferson  College,  Lincoln  University,  Moberly  Area  Community  College,  Southeast 
Missouri  State  University,  State  Fair  Community  College,  St.  Charles  Community  College, 
St.  Louis  Community  College,  Three  Rivers  Community  College,  Truman  State  University, 
and  the  University  of  Missouri 

> Local  Public  Health  Agencies  - Audrain  County  Health  Unit,  Cass  County  Health 
Department,  Clay  County  Public  Health  Center,  Henry  County  Health  Center,  Hickory 
County  Health  Department,  Howell  County  Health  Department,  Jefferson  County  Health 
Department,  Linn  County  Health  Department,  McDonald  County  Health  Department, 
Madison  County  Health  Department,  Marion  County  Health  Department,  Miller  County 
Health  Center,  Morgan  County  Health  Center,  Nodaway  County  Health  Center,  Platte 
County  Health  Department,  Polk  County  Health  Center,  Pulaski  County  Health  Center  and 
Home  Health  Agency,  Randolph  County  Health  Department,  Reynolds  County  Health 
Center,  Ripley  County  Health  Center,  Shelby  County  Health  Department,  the  St.  Francois 
County  Health  Center,  the  St.  Joseph  Health  Department  and  the  Taney  County  Health 
Department 

> Fire  districts  - Battlefield  Fire  Protection  District,  Centralia  Fire  Department,  Creve  Couer 
Fire  District,  DeSoto  Rural  Fire  Protection  District,  Eureka  Fire  Protection,  Hawk  Point  Fire 
Protection  District,  Hillsboro  Fire  Protection  District,  Jefferson  County  911  Dispatch,  Lake 
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St.  Louis  Fire  District,  Mehlville  Fire  District,  Nixa  Fire  Protection  District,  Saline  Valley  Fire 
Protection  District  and  the  Southern  Iron  County  Fire  Protection  District 

> Ambulance  districts  - Jefferson  County  91 1 Dispatch,  St.  Charles  County  Ambulance 
District,  Taney  County  Ambulance  District  and  Valle  Ambulance  District 

> Hospitals  - Barton  County  Memorial  Hospital,  Bates  County  Memorial  Hospital,  Cedar 
County  Memorial  Hospital,  Cooper  County  Hospital,  Excelsior  Springs  Medical  Center, 
Putnam  County  Memorial  Hospital,  Washington  County  Memorial  Hospital, 


• Only  one  local  entity  responded  with  a specific  cost  estimate  in  multiple  fiscal  notes.  The  St. 

Louis  County  Police  Department  indicated  that  four  additional  officers  would  be  needed  to 
investigate  possible  diversion  of  medical  marijuana  to  illegal  or  recreational  use. 

• No  entity  responded  with  an  estimate  of  any  inspection  costs  for  marijuana  facilities.  Any 
inspection  costs  of  the  various  medical  marijuana  facilities  would  be  covered  by  local  fees  already 
in  effect  to  support  those  costs  at  the  local  level.  Thus,  there  would  be  no  additional  uncovered 
costs  that  need  to  be  reflected  in  the  fiscal  note  for  this  proposal. 
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Marijuana  bills  filed  in  past  three  legislative  sessions 

The  Missouri  General  Assembly  has  considered  26  bills  during  the  past  three  legislative  session  - 201 5, 
2014,  and  201 3.  A list  of  those  bills  is  provided  in  Table  21  of  this  document  along  with  links  to  the  bill 
summaries  and  the  fiscal  notes.  Fiscal  notes  were  prepared  for  most  but  not  all  of  the  bills.  Only  seven 
of  the  bills  dealt  specifically  with  medical  marijuana  which  are  shown  in  Table  20  below.  The  other  1 9 
bills  dealt  with  other  or  more  expansive  issues  such  as  full  legalization,  decriminalization,  expungement  of 
records,  medical  hemp,  and  industrial  hemp.  This  analysis  will  only  discuss  the  seven  medical  marijuana 
bills. 


Table  20 

MISSOURI  MEDICAL  MARIJUANA  LEGISLATION 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Sponsor 

Subject 

Bill  Summary  Link 

Fiscal  Note  Summary 
Link 

2015 

SB  395 

Holsman-D 

Medical 

Marijuana 

htto://w  ww. senate. mo.ao 
v/1 5info/BTS  Web/Bill. a 

httD://www.moaa.mo.ciov/0 
ve  rSi  q h t/O  ve  r2  0 1 5 1 //f  i sodf  / 

sox?SessionTvoe=R&Bil 

IID=2584380 

1 979-01  N.ORG.odf 

2015 

HB  490 

English-1 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB490&vear=201 5&cod 
e=R 

httD://www.moaa.mo.aov/0 
verSiqht/Over201 51  //fisodf/ 
1 268-01  N.ORG.Ddf 

2015 

HB  800 

Hinson-R 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB800&vear=201 5&cod 
e=R 

httD://www.moqa.mo.qov/0 
verSiqht/Over201 51  //fisodf/ 
1 749-02N.ORG. odf 

2015 

HB  930 

English-1 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB930&vear=201 5&cod 
e=R 

htto://www.moqa.mo.qov/0 
verSiqht/Over201 51 //fisodf/ 
21 09-01  N.ORG.Ddf 

2014 

SB  951 

Holsman-D 

Medical 

Marijuana 

h ttD  ://w  w w . senate,  mo.ao 
v/14info/BTS  Web/Bill. a 

htto://www.moqa.mo.qov/0 
versiqht/OVERI  4/fishtm/41 

sox?SessionTvDe=R&Bil 
IID=31 394939 

58-01  N.ORG.htm 

2014 

HB  1324 

Ellinger-D 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB1 324&vear=201 4&co 
de=R 

htto://www.moqa.mo.qov/0 
versiqht/OVERI  4/fishtm/40 
36-01  N.ORG.htm 

2013 

HB  688 

Colona-D 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB688&vear=201 3&cod 
e=R 

N/A 
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Table  21 

MISSOURI  MARIJUANA  AND  RELATED  LEGISLATION 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Sponsor 

Subject 

Bill  Summary  Link 

Fiscal  Note  Summary 
Link 

2015 

SB  395 

Holsman- 

D 

Medical 

Marijuana 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.mo.aov/0 

verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 

IID=2584380 

1 979-01  N.ORG.pdf 

2015 

HB  490 

English-1 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB490&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1 268-01  N.ORG.pdf 

2015 

HB  800 

Hinson-R 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB800&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1749-02N.ORG. Pdf 

2015 

HB  930 

English-1 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB930&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
21 09-01  N.ORG.pdf 

2014 

SB  951 

Holsman- 

D 

Medical 

Marijuana 

http://www.senate.mo.ao 
v/14info/BTS  Web/Bill.a 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/41 

spx?SessionTvpe=R&Bil 
IID=31 394939 

58-01  N.ORG.htm 

2014 

HB 1324 

Ellinger- 

D 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 324&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/40 
36-01  N.ORG.htm 

2013 

HB  688 

Colona-D 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB688&vear=201 3&cod 
e=R 

N/A 

2015 

SB  386 

Keaveny- 

D 

medical  hemp 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.  mo.aov/O 
verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 
1 1 D=250 1 41 8 

0274-1  OP.ORG.pdf 

2015 

HB  1183 

Jones, 

Caleb-R 

medical  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 1 83&vear=201 5&co 
de=R 

http://www.moaa.  mo.aov/O 
verSiaht/Over201 51  //fispdf/ 
2156-03N.ORG.pdf 

2014 

HB  2238 

Jones, 

Caleb-R 

medical  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB2238&vear=201 4&co 
de=R 

http://www.moaa.  mo.aov/O 
versiaht/OVERI  4/fishtm/64 
36-07T.ORG.htm 

2015 

SB  255 

Schaaf-R 

industrial  hemp 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.  mo.aov/O 
verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 
IID=1 226491 

1 398-01  N.ORG.pdf 

2015 

HB  701 

Hinson-R 

industrial  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB701  &vear=201 5&cod 

N/A 

28 


e=R 

2015 

HB  830 

Curtman- 

R 

industrial  hemp 

http://www.  house,  mo.  ao 
v/billsummarv.aspx?bill= 
HB830&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1 840-03N.ORG. Ddf 

2014 

HB  2054 

Colona-D 

industrial  hemp 

htto://www. house,  mo. ao 
v/billsummarv.aspx?bill= 
HB2054&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/61 
65-05N.ORG.htm 

2013 

SB  358 

Holsman- 

D 

industrial  hemp 

htto://w  ww. senate. mo.ao 
v/1 3info/BTS  Web/Bill. a 

http://www.moaa.mo.aov/0 
versiaht/OVERI  3/f  ishtm/1 7 

spx?SessionTvpe=R&Bil 
II  D=1 8713094 

48-01  N.ORG.htm 

2015 

HJR  15 

Ellington- 

D 

legalization 

http://www.  house,  mo.ao 
v/billsummarv.aspx?bill= 
HJR1 5&vear=201 5&cod 
e=R 

N/A 

2014 

HJR86 

Ellington- 

D 

legalization 

htto://www. house,  mo.ao 
v/billsummarv.aspx?bill= 
HJR86&vear=201 4&cod 
e=R 

N/A 

2015 

SB  560 

Chappell 

e-Nadal- 

D 

decriminalizes 

h ttp  ://w  w w . senate,  mo.ao 
v/1 5info/BTS  Web/Bill. a 
spx?SessionTvpe=R&Bil 
II  D=4721 672 

N/A 

2015 

HB  978 

Dogan-R 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.asox?bill= 
HB978&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1738-03N.ORG.pdf 

2014 

HB  1325 

Ellinger- 

D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 325&vear=201 4&co 
de=R 

N/A 

2014 

HB  1659 

Kelly-D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 659&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/53 
45-01  N.ORG.htm 

2013 

HB  51 2 

Ellinger- 

D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.asox?bill= 
HB51 2&vear=201 3&cod 
e=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  3/fishtm/03 
82-01  N.ORG.htm 

2015 

HB  1138 

Rhoads- 

R 

excise  tax 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 1 38&vear=201 5&co 
de=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51 //fispdf/ 
2072-03N.ORG.pdf 

2013 

HB  40 

Roorda- 

D 

excise  tax 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB40&vear=201 3&code 
^R 

N/A 

2015 

HB  166 

English-1 

expungement 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 66&vear=201 5&cod 
e=R 

N/A 

29 


2014 

HB  2234 

Ellington- 

expungement 

http://www.  house,  mo.  qo 

N/A 

D 

v/billsummarv.asDx?bill= 
HB2234&vear=201 4&co 
de=R 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

This  proposal  is  estimated  to  generate  additional  annual  taxes  and  fees  of  $17  million  to  $21 
million  for  state  operating  costs  and  veterans  programs,  $8  million  for  other  state  programs,  and 
$7  million  for  local  governments.  State  operating  costs  will  be  significant.  Additional  local 
government  costs  are  likely. 


Jamks  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


November  5,  2015 


Jason  Kandhr 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

Nov  0 5 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573) 751  2301 

\G-&\ 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  5 (2016-134) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Sheila  Dundon  on  November  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  City  of  St.  Louis),  respectfully 
order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  t^ir  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I ha^e^  personally 

County  (or  City  of  SttLouis);  my 


signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


I 


[Official  Ballot  title] 


-J3 

ro 


co 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 



signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


' Signature  of  Affiant  (Person  obtaining  signatures) 

(Name  of  payer) 

Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of ■ A D'  201 ' 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


IGHiH 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  1 is  amended  by  creating  one  new  section  to  be  known  as  Section  37  of  Article  1,  to  read 
as  follows: 


Section  37.  Right  to  Access  Med ical  Marijuana 


1. 


This  section  is  intended  to  permit  state-licensed  physicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  qualify  i ng  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possible 
benefits  of  medical  marijuana  use,  the  right  of  their  physicians  to  provide  professional  advice 
concerning  the  same,  and  the  right  to  use  medical  marijuana  for  treatment  under  the  supervision 
of  a physician. 


This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  are  necessary  to 
protect  patients,  their  primary  caregivers,  and  their  physicians  from  civil  and  criminal  penalties, 
and  to  allow  for  the  limited  legal  production,  distribution,  sale  and  purchase  of  marijuana  for 
medical  use.  This  section  is  not  intended  to  change  current  civil  and  criminal  laws  governing  the 
use  of  mari  juana  for  nonmedical  purposes.  The  section  does  not  allow  for  the  public  use  of 
marijuana  and  drivi  ng  under  the  influence  of  marijuana. 


2.  Definitions 

(1)  “Administer”  means  the  direct  application  of  marijuana  to  a qualifying  patient  by 
way  of  any  of  t he  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products; 

(b)  Vaporization  or  smoking  of  dried  flowers,  buds,  plant  material,  extracts,  or 
oils; 

(c)  Application  of  ointments  or  balms; 

(d)  Transdermal  patches  and  suppositories; 

(e)  Consuming  marijuana-infused  food  products;  or 

(f)  Any  other  method  recommended  by  a qualifying  patient’s  physician. 

(2)  “Department”  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 
agency. 

(3)  “Entity”  means  a natural  person,  corporation,  professional  corporation,  nonprofit 
corporation,  cooperative  corporation,  unincorporated  association,  business  trust, 
limited  liability  company,  general  or  limited  partnership,  limited  liability 
partnership,  joint  venture,  or  any  other  legal  entity. 

(4)  “Flowering  plant”  means  a marijuana  plant  from  the  time  it  exhibits  the  first  signs 
of  sexual  maturity  through  harvest. 

(5)  “Marijuana”  means  Cannabis  indica , Cannabis  saliva , and  Cannabis  ruderalis , 
hybrids  of  such  species,  and  any  other  strains  commonly  understood  within  the 
scientific  community  to  constitute  marijuana,  as  well  as  resin  extracted  from  the 
plant  and  marijuana-infused  products.  “Marijuana”  does  not  include  industrial  hemp 
containing  a crop-wide  average  tetrahydrocannabinol  concentration  that  does  not 
exceed  three-tenths  of  one  percent  on  a dry  weight  basis,  or  commodities  or 
products  manufactured  from  industrial  hemp. 

(6)  “Marijuana-Infused  Products”  means  products  that  are  infused  with  marijuana  or  an 
extract  thereof  and  are  intended  for  use  or  consumption  other  than  by  smoking, 
including  but  not  limited  to  edible  products,  ointments,  and  tinctures. 

(7)  “Medical  Marijuana  Cultivation  Facility”  means  a facility  licensed  by  the 
Department,  to  acquire,  cultivate,  process,  transport,  and  sell  marijuana  to  a 
Medical  Marijuana  Dispensary  Facility  or  to  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility. 


\Ur  lift 

(8)  “Medical  Marijuana  Dispensary  Facility”  means  a facility  licensed  by  the 
Department,  to  acquire,  sell,  transport,  and  deliver  marijuana,  marijuana-infused 
products,  and  drug  paraphernalia  used  to  adm i nister  marijuana  as  provided  for  in 
this  section. 

(9)  “Medical  Marijuana-Infused  Products  Manufacturing  Facility"  means  a facility 
licensed  by  the  Department,  to  acquire,  manufacture,  transport,  and  sell  marijuana- 
infused  products  to  a Medical  Marijuana  Dispensary  Facility. 

(10)  “Medical  use”  means  the  production,  possession,  delivery,  distribution, 
transportation,  or  administration  of  marijuana  or  a marijuana-infused  product,  or 
drug  paraphernalia  used  to  administer  marijuana  or  a marijuana-infused  product,  for 
the  benefit  of  a qualifying  patient  to  mitigate  the  symptoms  or  effects  of  the 
patient’s  qualify) ng  medical  condition. 

(1  |j  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practice 
medicine  or  osteopathy  under  Missouri  law. 

(12)  “Physician  certification”  means  a document,  whether  handwritten,  electronic  or  in 
another  commonly  used  format,  signed  bv  a physician  and  stating  that  in  the 
physician’s  professional  opinion,  the  patient  suffers  from  a qualifying  medical 
condition  and  is  likely  to  receive  therapeutic  or  palliative  benefit  fromjhgjTiedicai 
use  of  marijuana  to  treat  or  alleviate  the  patient's  qualifying  medical  conditionor 
symptoms  associated  with  the  qualifying  med ical  condition. 

(13)  “Primary  caregiver”  means  an  individual  twenty-one  years  of  age  or  olderwhqjtas 
significant  responsibil ity  for  managing  the  well-being  of  a qualify  i ng  patient  and 
who  is  designated  as  such  on  the  primary  caregiver’s  application_foran 
identification  card  under  this  section  or  in  other  written  notification  to  the 
Department. 

(14)  “Qualifying  medical  condition”  means  the  condition  of,  symptoms  related  to,  or 
side-effects  from  the  treatment  of: 

(a)  Cancer; 

(b)  Epilepsy; 

(c)  Glaucoma; 

(d)  Intractable  migraines  unresponsive  to  other  treatment; 

(e)  A chronic  medical  condition  that  causes  severe,  persistent  pain  or  persistent 
muscle  spasms,  including  but  not  limited  to  those  assoc iatgdjvyjth^nudti^le 
sclerosis,  seizures,  Parkinson’s  disease,  and  lourette  s syndrome; 

(0  Debilitating  psychiatric  disorders,  including  but  not  limited  to  post-traumatic 
stress  disorder,  if  diagnosed  by  a state  licensed  psychiatrist; 

(g)  Human  immunodeficiency  virus  or  acquired  immune  deficiency  syndrome; 

(h)  A chronic  medical  condition  that  is  normally  treated  with  a prescription 
medication  that  could  lead  to  physical  or  psychological  dependency  when  a 
physician  determines  that  medical  use  of  marijuana  could  be_effective  in 
treating  that  condition  and  would  serve  as  a safer  alternative  to  the 
prescription  medication; 

(0  Any  terminal  illness;  or 

(j)  In  the  professional  judgment  of  a physician,  any  other jdTi^ic^eb^  or 

otherwise  equivalent  condition,  including,  but  not  jimitedjo,  hepatitis  C, 
anrvotrophic  lateral  sclerosis,  inflam matory  bowel  disease,  agitationot 
Alzheimer's  disease,  cachexia,  and  wasting  syndrome, 

(15)  “Qualifying  Patient”  means  a Missouri  resident  diagnosedwiLh^UgasLopg 
qualifying  medical  condition. 
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3.  Creating  Patient  Access  to  Medical  Marijuana 

(1)  In  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 

(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture, 
distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict,  or  revoke  such  licenses  upon  a violation  of  this 
section  or  a rule  promulgated  p ursuant  to  this  section;  and  impose  any 
administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 

(b)  Promulgate  rules  and  emergency  rules  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  marijuana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  Department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section; 

(d)  Require  a seed-to-sale  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  im mature  plant  stage  until  the  medical  mari  juana 
or  medical  marijuana-infused  product  is  sold  to  a qualifying  patient  or 
primary  caregiver  at  a M edical  M arijuana  Dispensary  Facility  to  ensure 
that  no  medical  marijuana  grown  by  a Medical  Marijuana  Cultivation 
Facility  or  manufactured  by  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility  is  sold  or  otherwise  transferred  except  by  a 
Medical  Marijuana  Dispensary  Facility.  If  it  creates  a seed-to-sale 
track i ng  system,  the  Department  shall  certify,  if  possible,  at  least  two 
commercially  available  systems  to  licensees  as  compliant  with  its 
tracking  standards  and  issue  standards  for  the  creation  or  use  of  other 
systems  by  licensees. 

(e)  Prepare  and  transmit  annually  a publicly  available  report  accounting  to 
the  Governor  for  the  efficient  discharge  of  all  responsibilities  assigned  to 
the  Department  under  this  section; 

(2)  The  Department  may  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcement  of  this  section  and  to  ensure  the  right  to, 
availability,  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  Department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carry 
out  the  mandates  of  this  section,  the  Department  may  issue  rules  or  emergency  rules 
relating  to  the  following  subjects: 

(a)  Compliance  with,  enforcement  of,  or  violation  of  any  provision  of  this 
section  or  any  ru le  issued  pursuant  to  this  section,  including  procedures 
and  grounds  for  deny  ing,  suspending,  fining,  restricting,  or  revoking  a 
state  license  issued  pursuant  to  this  section; 

(b)  Specifications  of  duties  of  officers  and  employees  of  the  Department; 

(c)  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers; 

(d)  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
Department; 

(f)  Prohibition  of  misrepresentation  and  unfair  practices; 

(g)  Control  of  informational  and  product  displays  on  licensed  premises; 
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(h)  Development  of  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees,  and  other  support  staff o fen titjes 
licensed  pursuant  to  this  section,  including  a fingerprint-based  federal 
and  state  criminal  record  check  in  accordance  with  U.S.  Public  Law  92- 
544,  or  its  successor  provisions,  as  may  he  required  by  the  Department 
prior  to  issuing  a card  and  procedures  to  ensure  that  cards  for  new 
applicants  are  issued  within  fourteen  days; 

(j)  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
including,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  m inimum  procedures  for  internal  control  as 
deemed  necessary  by  the  Department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirementsjor 
changes,  alterations,  or  modifications  to  the  premises; 

0}  Regulation  of  the  storage  of,  warehouses  for,  and  transportation  of 
marijuana  for  medical  use; 

(k)  Sanitary  requirements  for,  including,  but  not  limited  to,  the  preparation 

of  medical  mariiuana-infused  products;  <=| 
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(l)  The  specification  of  acceptable  forms  of  picture  identification  that  a : j 
Medical  Marijuana  Dispensary  Facility  may  accept  when  verifying  a , 
sale; 

(trO  Labeling  and  packaging  standards;  ^ 

(n)  Records  to  be  kept  bv  licensees  and  the  required  availability  of  the 
records; 

(o)  State  licensing  procedures,  including  procedures  for  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees.; 

(p)  The  reporting  and  transmittal  of  tax  payments; 

(g)  Authorization  for  the  Department  of  Revenue  to  have  access  toJicgnsjng 
information  to  ensure  tax  payment  and  the  effective  administration  of 
this  section;  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringe_nU.and 
comprehensive  administration  of  this  section. 

Q)  The  Department  shall  issue  rules  or  emergency  rules  for  a medical  mari)uanaand 
medical  mariiuana-infused  products  independent  testing  and^tlfigatipii^pgram 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  marijuana 
using  an  impartial,  independent  laboratory  to  ensure,  at  a minimum,  thaLproducts 
sold  for  human  consumption  do  not  contain  contaminants  that  are  injur iousjo 
health  and  to  ensure  correct  labeling. 

(4)  The  Department  shall  maintain  the  confidentiality  of  reports  or  othej- jo  formation 
obtained  from  an  applicant  or  licensee  containing  any  indiyjdualizgd^data^ 
information,  or  records  related  to  the  licensee  or  its  operation  ^including  sales 
information,  financial  records,  tax  returns,  credit  reports,  cultivation  information., 
testing  results,  and  security  information  and  plans,  or  revealing  any  patient 
information,  or  any  other  records  that  are  exempt  from  publicjnspgctipn  pursuant  to 
statp  nr  federal  law.  Such  reports  or  other  information  may^ejj^LpnlxJ^ 
purpose  authorized  by  this  section.  Any  information  rele_ased_related  to  patients  may 
be  used  only  for  a purpose  authorized  by  federal  law  and  this  section,  including 
verifying  that  a person  who  presented  a patient  identificationcard  to  a state  orjogal 
law  enforcement  official  is  lawfully  in  possession  of  such_carcL 

(5)  Within  ninety  days  of  the  effective  date  of  this  section,  thejjepartment  shall  make 
available  to  the  public  license  application  forms  and  appljcationjnstn^ 

Medical  Marijuana  Cultivation  Facilities,  Medical  ManjuMajjispen^^ 

and  Medical  Mariiuana-infused  Products  Manufacturing  Facilities, 


IGHiH 

(6)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  publ ic  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards. 

Within  one  hundred  fifty  days  of  the  effective  date  of  this  section,  the  Department 
shall  begin  accepting  applications  for  such  identification  cards. 

(7)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  grow  marijuana 
as  a Medical  Marijuana  Cultivation  Facility.  Each  facility  in  operation  shall  require 
a separate  license.  Each  indoor  facility  utilizing  artificial  lighting  may  be  limited  by 
the  Department  to  thirty  thousand  square  feet  of  flowering  plant  canopy  space.  Each 
outdoor  facility  utilizing  natural  lighting  may  be  limited  by  the  Department  to  two 
thousand  eight  hundred  flowering  plants.  Each  greenhouse  facility  using  a 

com b ination  of  natural  and  artificial  lighting  may  be  limited  by  the  Department,  at 
the  election  of  the  licensee,  to  two  thousand  eight  hundred  flowering  plants  or  thirty 
thousand  square  feet  of  flowering  plant  canopy  space.  The  license  shall  be  valid  for 
three  years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause. 

The  Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  twenty  thousand  do] lars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  three  Medical  Marijuana  Cultivation 
Facility  licenses  shall  be  issued  to  any  entity  under  substantially  common  control, 
ownership,  or  management. 

(8)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  operate  a Medical 
Marijuana  Dispensary  Facility.  Each  facility  in  operation  shall  require  a separate 
license.  A license  shall  be  valid  for  three  years  from  its  date  of  issuance  and  shall  be 
renewable,  except  for  good  cause.  The  Department  shall  charge  each  applicant  a 
non-refundable  fee  of  three  thousand  dollars  per  license  application  or  renewal. 

Once  granted,  the  Department  shall  charge  each  licensee  an  annual  fee  of  ten 
thousand  dollars  per  facility  license.  Application  and  license  fees  shall  be  increased 
or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency.  No  more  than 
six  Medical  Marijuana  Dispensary  Facility  licen ses  shall  be  issued  to  any  entity 
under  substantially  common  control,  ownersh ip,  or  management. 

(9)  An  entity  may  apply  to  the  Department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana-Infused  Products  Manufacturing  Facility.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause.  The 
Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  ten  thousand  dollars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  five  Medical  Marijuana- In  fused 
Products  Manufacturing  Facility  licenses  shall  be  issued  to  any  entity  under 
substantially  common  control,  ownership,  or  management. 

(10)  Except  for  good  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may 
obtain  an  identification  card  from  the  Department  to  cultivate  up  to  six  flowering 
marijuana  plants  for  the  exclusive  use  of  that  qualifying  patient.  The  card  shall  be 
valid  for  twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the 
annual  submittal  of  a new  or  updated  physician’s  certification.  The  Department 
shall  charge  an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the 
end  of  the  previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index 
as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(1 1)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
purchased  by  or  on  behalf  of  a single  qualifying  patient  in  a thirty  day  period, 
provided  that  limit  is  not  less  than  six  ounces  of  dried,  unprocessed  mari  juana,  or  its 
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equivalent.  Any  such  limit  shall  not  apply  to  a qualify i ng  patient  with  written 
certification  from  two  independent  physicians  that  there  are  compelling  reasons 
why  the  qualifying  patient  needs  a greater  amount  than  the  limit  established  by  the 
Department. 

(12)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
possessed  by  or  on  behalf  of  each  qualifying  patient,  provided  that  limit  is  not  less 
than  a sixty  day  supply  of  dried,  unprocessed  marijuana,  or  its  equivalent.  A 
primary  caregiver  may  possess  a separate  legal  limit  for  each  qualifying  patient 
under  their  care  and  a separate  legal  limit  for  themselves  if  they  are  a qualifying 
patient.  Qualifying  patients  cultivating  marijuana  for  medical  use  may  possess  up  to 
a ninety  day  supply,  so  long  as  the  supply  remains  on  property  under  their  control. 

Any  such  limit  sh all  not  apply  to  a qualifying  patient  with  written  certification  from 
two  independent  physicians  that  there  are  compelling  reasons  for  additional  r^, 
amounts.  Possession  of  between  the  legal  limit  and  up  to  twice  the  legal  limit  shall 
subject  the  possessor  to  Department  sanctions,  including  an  administrative  penalty 
and  loss  of  their  patient  identification  card  for  up  to  a year.  Purposefully  possessing 
amounts  in  excess  of  twice  the  legal  limit  shall  be  punishable  by  imprisonment  of 
up  to  one  year  and  a fine  of  up  to  two  thousand  dollars.  _0 

(13)  The  Department  may  restrict  the  aggregate  number  of  licenses  granted  for 
Medical  Marijuana  Cultivation  Facilities,  provided,  however,  that  the  numbeLmM-: 
not  be  limited  to  fewer  than  one  license  per  every  eighty  thousand  inhabitants,  or 
any  portion  thereof,  of  the  state  of  Missouri,  according  to  the  most  recent  census  of 
the  United  States.  In  any  year,  if  the  number  of  qualifying  applicants  and^ny 
renewals  exceed  such  a restriction,  the  Department  shall,  after  renewing  all 

q u a lifying  licenses,  rank  new  applicants  using  the  following  factors:  site  security; 
capacity  or  experience  with  agriculture,  horticulture,  health  care,  or  a lej^aj_cannabis 
market;  acceptance  in  the  site  community:  potential  for  positive  economic  impactjn 
the  site  community;  and  maintaining  competitiveness  in  the  mariiuana  tptymedical 
use  marketplace.  In  ranking  applicants  and  awarding  licenses,  the  PepartmejiTmay 
consult  or  contract  with  other  public  agencies  with  relevant  expertise  regarding 
thpsp  factors  The  Department  shall  lift  or  ease  any  limit  on  the  number  Medical 
Marijuana  Cultivation  Facilities  to  meet  the  demand  for  medicaljT^iluana_b^ 
qualifying  patients. 

(14)  The  Department  mav  restrict  the  aggregate  number  of  licenses  granted  for 
Marijuana-Infused  Products  Manufacturing  Facilities,  provided,  howevgr,  that  the 
number  mav  not  be  limited  to  fewer  than  one  license  per  every  fifty  thousand 

i n h abitants,  or  any  port  ion  thereof,  of  the  state  of  Missouri,  according  to  the  most 
recent  census  of  the  United  States.  In  any  year,  if  the  number  of  qualifying 
applicants  and  any  renewals  exceed  such  a restriction,  the  Department_shalk  after 
renewing  all  qualifying  licenses,  rank  new  applicants  using  the  following  factors: 
site  security;  capacity  or  experience  with  food  and  beverage  majujTagturingjjLA 
legal  cannabis  market:  acceptance  in  the  site  community;  potential  for  positivg 
economic  impact  in  the  site  community;  and  maintaining  competitiveness  in  the 
marijuana  for  medical  use  marketplace.  In  ranking  applicants  and  avyardjng 
licenses,  the  Department  mav  consult  or  contract  with  other  public  agencies  wjth 
relevant  expertise  regarding  these  factors. 

(15)  If  a county  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  number  of  qualifying  applicants  and 
any  renewals  exceed  such  restriction,  the  Department  shall,  after  renewing,  all 
qualifying  licenses,  rank  new  applicants  using  the  following  factors:  site  sec urity , 
experience  or  capacity  with  health  care  or  a legal  cannabis  market;  acceptancgjn 
the  site  community;  potential  for  positive  economic  impact  in  the  sitg^ommunity; 
and  maintaining  competitiveness  in  the  marijuana  for  medical  use  marketplagejri 
ranking  applicants  and  awarding  licenses,  the  Department  may  consujt  or  contract 
whh  other  public  agencies  with  relevant_expertise  regarding  these  factors, 

(16)  The  Department  shall  begin  accepting  license  applications  for  Medical  Marijuana 
Dispensary  Facilities.  Medical  Marijuana  Cultivation  Facilitje^andJVledical 
Mariiuana-Infused  Products  Manufacturing  Facilities  no  later  than_png„hundt^^ 

Havs  after  the  effective  date  of  this  section.  Applicatjonsjor  license_s_undeLthis 
section  shall  he  approved  or  denied  by  the  Department  no.  later  than  one,  hundred 
fifty  days  after  their  submission.  If  the  Department  fails  tgcanyouytsngrv 
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discretionary  duty  to  approve  or  deny  an  application  within  one  hundred  fifty  days 
of  submission,  an  applicant  may  immediately  seek  a court  order  compel  I ing  the 
Department  to  approve  or  deny  the  application. 

(17)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  or  cards  from  the  Department.  The  Department  shall  charge  a fee 
of  twenty-five  dollars  per  year  per  card  with  such  fee  to  be  increased  or  decreased 
each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the  previous 
calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the 
U.S.  Department  of  Labor  or  its  successor  agency.  Upon  receiving  an  application 
for  a qualifying  patient  identification  card  or  quali fying  patient  cultivation 
identification  card,  the  Department  shall,  within  thirty  days,  either  issue  the  card  or 
provide  a written  explanation  for  its  denial.  If  the  Department  fails  to  issue  a card  to 
an  eligible  qualifying  patient  within  thirty  days,  then  their  physician  certification 
shall  serve  as  their  patient  identification  card  or  qualifying  patient  cultivation 
identification  card  for  up  to  one  year  from  the  date  of  physician  certification.  All 
initial  applications  for  or  renewals  of  a qualifying  patient  identification  card  or 
qualifying  patient  cultivation  identification  card  shall  be  accompanied  by  a 
physician  certification  that  is  less  than  thirty  days  old. 

(18)  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  Department.  The  Department  shall  charge  a fee  of 
twenty-five  dollars  per  year,  with  such  fee  to  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of 
the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department 
of  Labor,  or  its  successor  agency.  Upon  receiving  an  appl ication  for  a primary 
caregiver  identification  card,  the  Department  shall,  within  thirty  days,  either  issue 
the  card  or  provide  a written  explanation  for  its  denial. 

(19)  All  marijuana  for  medical  use  sold  in  Missouri  shall  be  cultivated  in  a licensed 
Medical  Marijuana  Cultivation  Facility  located  in  Missouri. 

(20)  All  marijuana-infused  products  for  medical  use  sold  in  the  state  of  Missouri  shall 
be  manufactured  in  a Medical  Marijuana-Infused  Products  Manufacturing  Facility. 

(21)  The  denial  of  a license,  license  renewal,  or  identification  card  by  the  Department 
shall  be  appealable  to  the  Administrative  Hearing  Commission,  or  its  successor 
entity.  Following  the  exhaustion  of  administrative  review,  denial  of  a license, 
license  renewal,  or  identification  card  by  the  Department  shall  be  subject  to  judicial 
review  as  provided  by  law. 

(22)  No  elected  official  shall  interfere  directly  or  indirectly  with  the  Department’s 
obligations  and  activities  under  this  section. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medical 
Marijuana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  four 
percent  of  the  retail  price.  The  tax  shall  be  collected  by  each  licensed  Medical 
Mari  juana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  five  percent  for  its  actual  collection  costs,  amounts 
generated  by  the  tax  levied  in  this  section  shall  be  deposited  by  the  Department  of 
Revenue  into  the  Missouri  Veterans’  Health  and  Care  Fund.  Licensed  entities 
making  retail  sales  within  the  state  shall  be  allowed  approved  credit  for  returns 
provided  the  tax  was  paid  on  the  returned  item  and  the  purchaser  was  given  the 
refund  or  credit. 


(2)  There  is  hereby  created  in  the  state  treasury  the  “Missouri  Veterans’  Health  and 
Care  Fund,”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The 
State  Treasurer  shall  be  custodian  of  the  fund,  and  he  or  she  shall  invest  moneys  in 
the  fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  Commissioner  of 
Administration  is  authorized  to  make  cash  operating  transfers  to  the  fund  for 
purposes  of  meeting  the  cash  requirements  of  the  Department  in  advance  of  it 
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rece  iv  mg  annua  1 application,  licens  i ng,  and  tax  revenue,  with  any  such  transfersto 
be  repaid  as  provided  bv  law.  The  fund  shall  be  a dedicated  fund  and  shalfstand 
appropriated  without  further  legislative  action  as  follows: 

(a)  First,  to  the  Department,  an  amount  necessary  for  the  Department  to  carry  out 
this  section,  including  repayment  of  any  cash  operating  transfers,  payments  madg 
through  contract  or  agreement  with  other  state  and  public  agencies  necessary  to 
carry  out  this  section,  and  a reserve  fund  to  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carrying  out  this  section; 

(b)  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri 

Veterans  Commission  for  health  and  care  services  for  military  veterans,  including 
the  following  purposes:  operations,  maintenance  and  capital  improvements  of  the 
Missouri  Veteran’s  Homes,  the  Missouri  Service  Officer’s  Program,  and  other' J • 
services  for  veterans  approved  bv  the  Commission,  including  but  not  limitgdto  ■ 
health  care  services,  mental  health  services,  drug  rehabilitation  services,  housing  . 
assistance,  job  training,  tuition  assistance,  and  housing  assistance  to  prevent 
homelessness.  The  Missouri  Veterans  Commission  shall  contract yyjtlLOther 
public  agencies  for  the  delivery  of  services  beyond  its  expertise,  r:? 

(c)  All  moneys  from  the  taxes  authorized  under  this  subsection  shall  provide 
additional  dedicated  funding  for  the  purposes  enumerated  above  andshalLnot 
replace  existing  dedicated  fundi  ng. 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kepjby  the  seller 
which  identifies  bv  secure  and  encrypted  patient  number  issued  by  the_sellerJo  the 
qualifying  patient  involved  in  the  sale,  all  amounts  and  types  of  marij  uanalnvplygd 
in  the  sale  and  the  total  amount  of  money  involved  in  the  sale,  including 

i temizations,  taxes  collected  and  grand  total  sale  amounts.  A1 1 such  records  shal  1 be 
kept  on  the  premises  i n a readily  available  format  and  be  made  available  for  review 
bv  the  Department  and  the  Department  of  Revenue  upon  request.  Such  recordsshall 
be  retained  for  five  years  from  the  date  of  the  sale. 

(4)  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  addition  to  any 
general  state  and  local  sales  and  use  taxes  that  apply  to  retalLsajes^vvhich  shall 
continue  to  be  collected  and  distributed  as  provided  by  general  law. 

(5)  Except  as  authorized  in  this  subsection,  no  additional  taxes  shall  be  impo_sed_onJbg 
sale  of  marij uana  for  medical  use. 

5.  Additional  Patient,  Physician,  Caregiver  and  Provider  Protections 

(]j  Except  as  provided  in  this  section,  the  possession  of  marij  uana |n_quantitjesjegs 
than  the  limits  of  this  section  or  established  by  the  Departmgnjand  transportations! 
marijuana  from  a Medical  Marijuana  Dispensary  Facility  to  th^uajify^ 
residence  shall  not  subject  the  possessor  to  arresg  griminal  or  civil  Iiability^or 
sanctions  under  Missouri  law,  provided  that  the  possessor  produces_on  demandjo 
the  appropriate  authority  a valid  qualifying  patient  ickmtjfication  eard,jt_valid 
patient  cultivation  identification  card;  a valid  physician  certification  while  making 
application  for  an  identification  card;  or  a validj)nmajxca^ 
card.  Production  of  the  respective  equivalent  identjficahoncai^_o^ 
issued  bv  another  state  or  political  subdivision  of  another  stateyhajLajsojTieet_the 
requirements  of  this  subdivision, 

(2)  No  patient  shall  he  denied  access  to  or  priority  for  an  organ  transplant  bgcause  they 
hold  a qualifying  patient  identification  card  or  use  mMiMajiaJorTnedical  use. 

(3)  A physician  shall  not  be  subject  to  criminaiojLciyilJkbi%  or  sanctions_undgr 
Missouri  law  or  discipline  bv  the  Missouri  State  B_oai^j^egigjgUonfo^ 

Healing  Arts,  or  its  successor  agency,  for  issuing  a physiciancgrtification  toa 
patient  diagnosed  with  a qualifying  medicaLconditlon  in  a manner_consistent  with 
this  section  and  legal  standards  of  prolessionaLgond uct, 

(4)  A health  care  provider  shall  not  be  subject  to  civil  ojLcrjminajjro^ 

any  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  bv  anv  accreditation  or  licensing  boardorcom  mission  for_proyiding  health 
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carc  services  that  involve  the  medical  use  of  marijuana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

(5)  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
any  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  marijuana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct. 

(6)  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medical  use  of  marijuana  by  non-emancipated  qualifying  patients  under 
eighteen  years  of  age  in  a manner  consistent  with  this  section  and  with  consent  of  a 
parent  or  guardian. 

(7)  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing,  transporting,  or  administering  marijuana  for 
medical  use  by  a qualifying  patient  or  participating  in  the  patient  cultivation  of  up 
to  six  flowering  marijuana  plants  per  patient  in  a manner  consistent  with  this  section 
and  generally  established  legal  standards  of  personal  or  professional  conduct. 

(8)  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association  or 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary 
Facilities,  Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  qualifying 
patients,  primary  caregivers,  physicians,  health  care  providers  or  others  related  to 
activity  that  is  no  longer  subject  to  criminal  penalties  under  state  law  pursuant  to 
this  section. 


(9)  Actions  and  conduct  by  Qualifying  Patients,  Primary  Caregivers.  Medical 
Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  licensed  or 
registered  with  the  Department,  or  their  employees  or  agents,  as  permitted  by  this 
section  and  in  compliance  with  Department  regulations  and  other  standards  of  legal 
conduct,  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law,  except  as  provided  for  by  this  section. 

(10)  Nothing  in  this  section  shall  provide  immunity  for  negligence,  either  common  law 
or  statutorily  created,  nor  criminal  immunities  for  operating  a vehicle,  aircraft, 
dangerous  device,  or  navigating  a boat  under  the  influence  of  marijuana. 

(11)  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients,  Primary  Caregivers, 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  and  those 
who  allow  property  to  be  used  by  those  entities,  should  be  enforceable.  It  is  the 
public  policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qualifying 
Patients,  Primary  Caregivers,  Medical  Marijuana  Cultivation  Facilities,  Medical 
Marij uana-lnfused  Products  Manufacturing  Facilities,  or  Medical  Marijuana 
Dispensary  Facilities,  or  by  a person  who  allows  property  to  be  used  for  activities 
that  are  exempt  from  state  criminal  penalties  by  this  section,  shall  be  unenforceable 
on  the  basis  that  activities  related  to  medical  marijuana  may  be  prohibited  by 
federal  law. 


6.  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  laws  consistent  with 
this  section,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shall 
not  enact  laws  that  hinder  the  right  of  quali lying  patients  to  access  marijuana  for  medical  use 
as  granted  by  this  section 

7.  Additional  Provisions 


(1)  Nothing  in  this  section  permits  a person  to: 


(a)  Consume  marijuana  for  medical  use  in  a jail  or  correctional  facility; 


(b)  Undertake  any  task  under  the  influence  of  marijuana  when  doing  so  would 
constitute  negligence  or  professional  malpractice;  or 

(c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or 
motor  vehicle,  aircraft  or  motorboat  while  under  the  influence  of  mariiuana;  or 

(d)  Bring  a claim  against  any  employer,  former  employer,  or  prospective  employer 
for  wrongful  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy, 
based  on  the  employer,  former  employer,  or  prospective  employer  prohibiting  the 
employee,  former  employee,  or  prospective  employee  from  b^lng_undgrjje 
influence  of  marijuana  while  at  work  or  disciplining  the  employee  or  former 
employee,  up  to  and  including  termi nation  from  empl oyment,  for  working  or 
attempting  to  work  while  under  the  influence  of  marijuana. 


(2)  No  Medical  Mariiuana  Cultivation  Facility,  Medical  Marijuana  Dispensaryjaciljty 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  be  owned,  in 
whole  or  in  part,  or  have  as  an  officer,  director,  board  member,  manageryor 
employee,  any  individual  with  a disqualifying  felony  offense.  A “disqualifying 
felony  offense”  is  a violation  of.  and  conviction  or  guilty  plea  to^state_Qjifederal  law 
that  is,  or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the  sentence 
imposed,  unless  the  Department  determines  that: 


(a)  The  person’s  conviction  was  for  the  medical  use  of  marijuana  or  assisting  in  the 
medical  use  of  mariiuana;  or 

(bj  The  person’s  conviction  was  for  a non-violent  crime  for  which  heor  she  was  nfifr 
incarcerated  and  that  is  more  than  five  years  old;  or 


(c)  More  than  five  years  have  passed  since  the  person  was  released  from  parojeor  .r 
probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal 
offenses. 


The  Department  may  consult  with  and  rely  on  the  records,  advice  and  "£> 

recommendations  of  the  Attorney  General  and  the  DepartmentMJ^Mlc_S^ty^or 
their  successor  entities,  in  applying  this  subdivision. 


(3)  All  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  licenses_shaJLbe 
held  bv  entities  that  are  majority  owned  by  natural  personsryhojiave  been  citizens 
of  the  state  of  Missouri  for  at  least  one  year  prior  to  the  appljcMigilM^yiggn^ 
or  licenses.  Notwithstanding  the  forgoing,  entities  outside  the  state  of  Mlssouijmay 
own  a minority  stake  in  such  entities. 

(4)  A county  may  require  a site  permit  for  a Medical  Marijuana  Dispensary  Facility 
utilizing  generally  applicable  permitting  standards.  In  addition,  by  Fcbniaryf, 

2017,  a cou ntv  may  limit  the  number  of  site  permits  to  be  granted  for  Medical 
Mariiuana  Dispensary  Facilities,  provided,  however,  that  the  number  may ; notJtg 
limited  to  fewer  than  one  site  for  every  thirty  thousajid  inhabitants,  ora ny  port i on 
thereof,  in  such  county,  according  to  the  most  recent  census  oflhg  United  States. 
After  a county's  initial  site  permit  limit  notification,  a coujityshall  notify, the 
Department  of  any  change  to  its  site  permit  limit  within  tenyjay^oX^gJjjl^smn; 
however,  the  number  of  site  permits  shall  not  be  less  than  the  number  of  licenses 
previously  issued  by  the  Department  for  that  county. 

(5)  No  Medical  Mariiuana  Cultivation  Facility,  Medicajjyiar^  Facility, 

or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  manufacture, 
package  or  label  mariiuana  or  marijuana-infused  products, in_^ajse_onTi isleading 
manner.  No  person  shall  sell  any  product  in  a manngLdesjgnedj^ 

between  a marijuana  or  marijuana-infused  product  and  any  product  not  contaim  ng 
mariiuana.  A violation  of  this  subdivision  shall  bej^unj^ablg^mappro 
proportional  Department  sanction,  up  to  and  includlnjylosypt  license, 

161  All  edible  marijuana-infused  products  shall  be  sold  in  indjyjduaLch^ 
containers  that  are  labeled  with  dosage  amounts,  instmctjonsj^ 
length  of  effectiveness.  Allmarijuana  and  marijuana-infused  products  shall  be  sojd 
in  containers  clearly  and  conspicuously  labeled,jn_a  font  size_atJeasLgs  large  as  the 
largest  other  font  size  used  on  the  package,  as  containing/  Marihuana,  or  a 


“Marijuana-Infused  Product.”  Violation  of  this  prohibition  shall  subject  the  violator 
to  Department  sanctions,  including  an  adm inistrative  penalty. 

(7)  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  marijuana  for  medical  use  in  a public  place. 
Violation  of  this  prohibition  shall  subject  the  violator  to  sanctions  as  provided  by 
general  law. 

(9)  No  person  shall  extract  resins  from  marijuana  using  dangerous  materials  or 
combustible  gasses  without  a Medical  Marijuana- In  fused  Products  Manufacturing 
Facility  license.  Violation  of  this  prohibition  shall  subject  the  violator  to 
Department  sanctions,  including  an  administrative  penalty  and  loss  of  their 
identification  card  or  license  for  up  to  one  year. 

(10)  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that  is 
equipped  with  security  devices  that  permit  access  only  by  the  qualifying  patient  or 
by  such  patient’s  primary  caregiver.  Two  qualifying  patients,  who  both  hold  valid 
patient  cultivation  identification  cards,  may  share  one  enclosed,  locked  facility.  No 
more  than  twelve  patient  or  primary  caregiver  cultivated  flowering  marijuana  plants 
may  be  cultivated  in  a single,  enclosed  locked  facility,  except  when  a primary 
caregiver  also  holds  a patient  cultivation  identification  card,  in  which  case  no  more 
than  eighteen  flowering  marijuana  plants  may  be  cultivated  in  a single,  enclosed. 
locked  facility. 


(11)  No  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary 
Facility,  or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall 
assign,  sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other 
entity  without  the  express  consent  of  the  Department,  not  to  be  unreasonably 
withheld. 

(12)  Unless  allowed  by  the  local  government,  no  new  Medical  Marijuana  Cultivation 
Fac ility.  Medical  Marijuana  Dispensary  Facility,  or  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  shall  be  initially  sited  within  one  thousand  feet  of 
any  then-existing  elementary  or  secondary  school,  child  day-care  center,  or  church. 
No  local  government  shall  prohibit  Medical  M arij uana  Cu Itivation  Facilities, 
Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical 
Marijuana  Dispensary  Facilities,  either  expressly  or  through  the  enactment  of 
ordinances  or  regulations  that  make  their  operation  unduly  burdensome  in  the 
jurisdiction.  However,  local  governments  may  enact  ordinances  or  regulations  not 
in  conflict  with  this  section,  or  with  regulations  enacted  pursuant  to  this  section, 
governing  the  time,  place,  and  manner  of  such  facilities  in  the  locality.  A local 
government  may  establish  civil  penalties  for  violation  of  an  ordinance  or 
regulations  governing  the  time,  place,  and  manner  of  operation  of  a Medical 
Marijuana  Cultivation  Facility,  Medical  Marijuana  Infused  Products  Manufacturing 
Facility,  or  Medical  Marijuana  Dispensary  Facil i ty  that  may  operate  in  such 
locality. 

(13)  Unless  superseded  by  federal  law  or  an  amendment  to  this  Constitution,  a 
physician  shall  not  recommend  the  medical  use  of  mari  juana  to  a patient  by  any 
means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  In  any  year,  no 
physician  shall  issue  more  physician  certifications  than  a number  equivalent  to 
twenty-five  percent  of  the ir  total  number  of  prescriptions  for  other  drugs.  A 
qualifying  patient  m ust  obtain  a new  physician  certification  at  least  an nually. 

(14)  A physician  shall  not  issue  a certification  for  the  medical  use  of  marijuana  for  a 
non-emancipated  qualifying  patient  under  the  age  of  eighteen  without  the  written 
consent  of  the  qualifying  patient’s  parent  or  legal  guardian.  The  Department  shall 
not  issue  a patient  identification  card  on  behalf  of  a non-emancipated  qualifying 
patient  under  the  age  of  eighteen  without  the  written  consent  of  the  qualifying 
patient’s  parent  or  legal  guardian.  Such  card  shall  be  issued  to  one  of  the  parents  or 
guardians  and  not  directly  to  the  patient.  Only  a parent  or  guardian  may  serve  as  a 
primary  caregiver  for  a non-emancipated  qual i tying  patient  under  the  age  of 
eighteen.  Only  the  qualifying  patient’s  parent  or  guardian  shall  purchase  or  possess 
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medical  marijuana  for  a non-emancipated  patient  under  the  age  of  eighteen.  A parent 
or  guardian  shall  supervise  the  administration  of  medical  mari  juana  to  a non- 
emancipated  patient  under  the  age  of  eighteen 

(15)  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurance  coverage 
of  medical  marijuana  for  qualifying  patient  use. 

(16)  Real  and  personal  property  used  in  the  cultivation,  manufacture,  transport,  testing, 
distribution,  sale,  and  administration  of  marijuana  for  medical  use  or  for  activities 
otherwise  in  compliance  with  this  section  shall  not  be  subject  to  asset  forfeiture 
solely  because  of  that  use. 

8.  Severability 

The  provisions  of  this  section  are  severable,  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measure,  or  an  application  thereof,  is  adjudged  invalid  by  any_cpjJrtof  competent 
jurisdiction,  the  other  provisions  shall  continue  to  be  in  effect  to  the  lullest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8,^2016,  as  provided  by 
this  Constitution. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (16-134) 


Subject 

Initiative  petition  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 
Article  I of  the  Constitution  of  Missouri.  (Received  November  5,  2015) 


Date 


November  25,  2015 

Description 

This  proposal  would  amend  Article  I of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Mark  R.  Reading  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor’s  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  submitted  the 
following  information  regarding  their  estimate  of  what  it  would  cost  to  implement  the 
initiative  petition  within  the  timeframes  specified  therein.  However,  it  should  be  noted 
that  their  department  has  serious  concerns  that  it  may  not  be  possible  to  meet  the 
specified  timeframes,  as  follows: 

Staffing/hiring  - If  the  measure  passed  in  early  November,  they  would  have  roughly  one 
month  before  it  took  effect  on  December  8,  2016 — which  is  not  enough  time  to  have  staff 
on  board.  DHSS  is  a Merit  System  agency,  and  it  takes  roughly  two  months  for  Merit 
System  hires.  That  would  be  an  enormous  problem  because  of  the  requirements  that  they 
draft  application  forms/instructions  and  make  them  available  to  the  public  within  a short 
time  period  and  then  act  on  them  shortly  thereafter.  Even  drafting  emergency  rules  in 
such  a short  time  period  would  be  extremely  difficult.  DHSS  does  not  have  extra  staff 
that  could  be  reassigned  to  such  tasks  until  such  time  as  new  staff  could  be  hired. 

Funding  - Their  estimates  of  revenue  and  expenditures  indicate  a multi-million  dollar 
negative  impact  in  the  first  fiscal  year.  The  initiative  petitions  state  that  funding  will 
“stand  appropriated  without  further  legislative  action”  and  specify  that  the  Commissioner 
of  Administration  can  loan  money  to  the  newly  created  fund.  However,  that  would  not 
appear  to  solve  the  problem  because  their  estimates  project  a negative  impact  in  the  first 
year — so  they  could  not  pay  back  whatever  amount  was  borrowed.  Also,  it  is  worth 
noting  that  the  fund  that  normally  makes  such  cash  flow  loans  is  the  Budget  Reserve 
Fund.  By  law  it  must  be  repaid  by  May  15th  of  each  fiscal  year,  so  any  borrowing  must  be 
repaid  within  the  same  fiscal  year. 

The  DHSS  indicated  a total  estimated  net  negative  effect  on  state  funds  of  $2,069,1 18  for 
fiscal  year  (FY)  2017  and  a total  estimated  positive  effect  on  state  funds  of  $6,708,418 
for  FY  2018. 

This  proposal  is  not  an  entire  duplication;  however,  Section  192.945,  RSMo,  allows  the 
DHSS  to  issue  a hemp  extract  registration  card  for  persons  suffering  from  intractable 
epilepsy.  The  hemp  extract  registration  card  allows  for  the  legal  possession  and  use  of 


cannabidiol  (CBD)  oil.  This  proposal  allows  for  the  legal  use  of  marijuana  for  persons 
who  are  issued  a registration  card  due  to  a debilitating  medical  condition.  Under  this 
proposal,  patients  with  intractable  epilepsy  could  also  qualify  to  receive  a registration 
card  for  medical  marijuana  use. 

Rental  space  would  be  needed  for  89  full-time  employees  (FTE)  located  in  Jefferson 
City:  89  FTE  x 230  sq  ft/FTE  x $16.75/sq.  ft.  = $342,872.50. 

The  proposed  language  would  legalize  the  use  of  marijuana  for  medicinal  purposes. 
There  could  be  an  unknown  impact  on  small  businesses  that  serve  as  cultivators, 
manufacturers,  or  dispensary  facilities. 

The  proposed  constitutional  amendment  requires  the  DHSS  to  issue  annual  registrations 
for  patients  and  their  designated  caregivers,  patient  and  caregiver  cultivators,  medical 
marijuana  cultivation  facilities,  medical  marijuana  dispensary  facilities,  and  medical 
marijuana-infused  products  manufacturing  facilities. 

The  proposal  allows  for  the  following  registration/license  fees  to  be  collected: 


Initial  Application  and  Annual  Renewal 

Qualifying  Patient 
ID  Card 

$25.00 

Primary  Caregiver 
ID  Card 

$25.00 

Patient  or 

Caregiver 

Cultivation  ID  Card 

$100.00 

Initial  Application  Fee 
& Renewal  License 
Application  Fee  (3  yr. 
license) 

Annual  Licensing 

Fee 

Medical  Marijuana 
Cultivation  Facility 
License 

$3,000 

$20,000 

Medical  Marijuana 
Dispensary  Facility 
License 

$3,000 

$10,000 

Medical  Marijuana- 
Infused  Products 
Manufacturing 
License 

$3,000 

$10,000 

The  provisions  of  this  section  shall  become  effective  on  December  8,  2016.  According  to 
the  proposed  provisions  of  this  section,  DHSS  shall  make  available  to  the  public  all 
license  application  forms  and  the  application  forms  for  qualifying  patients,  caregivers, 
and  qualifying  patient  cultivation  identification  cards  within  90  days  of  the  effective  date 


of  the  section.  DHSS  shall  accept  all  applications  no  later  than  150  days  following  the 
effective  date  of  this  section.  For  purposes  of  this  fiscal  note,  it  is  assumed  that  the  first 
fees  for  license  applications  and  identification  cards  would  be  collected  May  1,  2017  (FY 
2017). 

The  estimations  for  the  number  of  each  type  of  registration  and  license  issued  each  year 
are  detailed  later  in  this  response.  The  total  estimate  of  collected  fees  equals  $945,050  for 
FY  2017  and  $13,710,250  for  FY  2018. 

Section  37.3(2)(e)  allows  DHSS  to  issue  rules  creating  a range  of  administrative  penalties 
related  to  implementation  and  enforcement  of  rules  that  ensure  the  right  to,  availability, 
and  safe  use  of  marijuana  for  medical  use.  These  administrative  penalties  could  include 
penalty  fees  but  the  fee  amounts  and  frequency  of  penalties  issued  is  unknown  at  this 
time. 

Section  37.4(1)  of  the  proposed  amendment  mandates  each  licensed  Medical  Marijuana 
Dispensary  facility  to  collect  a four  percent  tax  on  the  retail  sale  of  all  medical  marijuana 
products  sold  to  be  collected  by  the  Department  of  Revenue  (DOR).  The  amount  of  tax 
that  will  be  collected  is  unknown  and  is  referred  to  the  DOR  for  these  estimations. 

The  DOR  may  retain  up  to  five  percent  of  the  annual  taxes  collected.  The  rest  of  the  tax 
collected  is  to  be  deposited  by  the  DOR  into  the  Missouri  Veterans’  Health  Care  Fund. 
This  fund  shall  consist  of  all  fees  and  taxes  collected  by  this  proposed  section. 

Division  of  Community  and  Public  Health  (DCPH) 

Section  37.3(1)  authorizes  DHSS  to  grant  or  refuse  licenses  for  the  cultivation, 
manufacture,  distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  the 
provisions  of  Section  37.  This  section  also  authorizes  DHSS  to  suspend,  fine,  restrict,  or 
revoke  such  licenses  upon  any  violation  of  this  section  or  a rule  promulgated  by  DHSS 
pursuant  to  this  section.  DHSS  shall  develop  such  rules,  forms,  licenses,  identification 
cards,  and  applications  as  necessary  to  implement  provisions  of  this  section.  DHSS  is 
also  required  to  certify  at  least  two  commercially  available  software  products  that 
licensees  must  use  for  seed-to-sale  tracking  standards.  DHSS  is  to  prepare  annually  a 
publicly  available  report  accounting  to  the  Governor  for  the  efficient  discharge  of  all 
responsibilities  assigned  to  them  by  this  section. 

Section  37.3(2)  permits  DHSS  to  issue  any  rules  necessary  to  ensure  the  right  to, 
availability  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  This 
includes  addressing:  requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  that  may  become  necessary;  the  creation  of  a range 
of  administrative  penalties;  development  of  individual  identification  cards  for  owner, 
officers,  managers,  contractors,  employees,  and  other  support  staff  of  entities  licensed 
pursuant  to  this  section;  security  requirements  for  any  premises  licensed;  regulation  of  the 
storage  and  transportation  of  marijuana  for  medical  use;  sanitary  requirements  for  the 
preparation  of  medical  marijuana-infused  products;  labeling  and  packaging  standards; 


and  records  to  be  kept  by  the  licensees,  state  licensing  procedures  for  initial  licenses, 
renewals  and  reinstatements. 

Section  37.3(3)  requires  DHSS  to  issue  rules  regarding  independent  testing  and 
certification  for  medical  marijuana  licensees  to  ensure  products  that  are  sold  for  human 
consumption  are  correctly  labeled  and  do  not  contain  contaminants  that  are  injurious  to 
health. 

Section  37.3(5)  requires  DHSS  to  make  available  to  the  public  license  application  forms 
(for  all  types  of  licensees)  and  instructions  within  90  days  of  the  effective  date  of  this 
section. 

Section  37.3(6)  requires  DHSS  to  make  available  to  the  public  application  forms  and 
accompanying  instructions  for  qualified  patients,  qualified  patient  or  caregiver 
cultivation,  and  primary  caregiver  identification  cards  within  90  days  of  the  effective  date 
of  this  section.  The  DHSS  is  also  required  to  accept  these  applications  within  150  days  of 
the  effective  date  of  this  section. 

Section  37.3(16)  requires  DHSS  to  begin  accepting  medical  marijuana  cultivating, 
dispensing,  and  manufacturing  facility  license  applications  no  later  than  150  days  from 
the  effective  date  and  shall  either  approve  or  deny  within  150  days  after  submission. 

Section  37.3(17)  requires  DHSS  to  process  a qualifying  patient  identification  card  within 
30  days  of  receipt  of  the  application. 

Section  37.3(18)  requires  DHSS  to  process  a primary  caregiver  identification  card  within 
30  days  of  receipt  of  the  application. 

Information  Technology  Services  Division  (ITSD) 

Support  of  an  IT  vendor  to  build  a data  system  to  support  the  administration  and 
reporting  requirements  indicated  in  Section  37  of  Article  I (Right  to  Access  Medical 
Marijuana).  The  system  would  be  used  by  the  department  to  process  applications  to 
include  issuance  of  licenses  and  identification  cards. 

Division  of  Administration 

Specific  program  impact  for  the  DHSS  is  in  the  Division  of  Community  and  Public 
Health.  However,  application  and  license  transactions  will  have  associated  fees,  which 
impacts  the  Division  of  Administration. 

Office  of  General  Counsel 

One  full-time  attorney  would  be  needed  to  assist  in  drafting  emergency  and  proposed 
regulations  and  forms;  perform  legal  research  and  provide  day-to-day  legal  counsel  to  the 
program;  and  represent  the  department  in  appeals  of  licensure  and  identification  card 
denials. 


The  proposed  amendment  requires  DHSS  to  adjust  (increase  or  decrease)  registration  and 
license  fees  according  to  the  Consumer  Price  Index  as  published  by  the  U.S.  Department 
of  Labor.  The  change  in  fees  collected  (increase  or  decrease)  due  to  this  provision  is 
unable  to  be  determined  at  this  time. 

Division  of  Community  and  Public  Health  (DCPH) 

Applications  for  Patient  and  Caregiver  Identification 

Section  37  requires  DHSS  to  issue  registration  cards  for  qualified  patients  and  their 
caregivers.  An  October  2014  study  by  the  nonprofit  entity  ProCon  organization  published 
the  rates  of  patient  registration  cards  issued  for  each  state  with  a medical  marijuana 
program  (http://medicalmariiuana.procon.org/view.resource.php7resourceniH005889). 
This  study  found  that  Oregon  was  issuing  qualified  patient  cards  at  a ratio  of  17.7  per 
1,000  patient  populations.  For  purposes  of  this  fiscal  note,  the  State  of  Oregon’s  program 
will  be  benchmarked  in  regards  to  the  number  of  patient  and  primary  caregiver 
registrants.  While  the  Oregon  program  was  initiated  in  May  1999  and  therefore  has  an 
established  program,  the  state  of  Missouri’s  chronic  disease  rates  are  generally  higher  and 
the  qualifying  medical  conditions  accepted  under  Missouri’s  proposal  are  broader  than 
those  of  Oregon. 

Calculation  of  applications: 

• Patients:  According  to  the  2014  U.S.  Census  Bureau  information,  Missouri’s 

population  is  at  6,063,589.  Applying  the  rate  of  17.7  applications  per  1,000 
residents,  Missouri  would  estimate  issuing  107,326  patient  registration  cards 
annually  (6,063,589/1,000  x 17.7). 

• Caregivers:  According  to  the  October  1,  2015  data  on  Oregon’s  Medical  Marijuana 
Program  Website,  the  ratio  of  patient  registration  cards  to  caregiver  cards  is 
calculated  at  2.09.  Calculating  this  same  ratio,  Missouri  would  estimate  issuing 
51,352  caregiver  cards  annually  (107,326/2.09). 

The  proposed  effective  date  of  the  medical  marijuana  program  is  December  8,  2016. 
DHSS  is  required  to  have  the  applications  for  the  qualifying  patient  and  caregiver 
identification  cards  available  within  90  days  of  the  effective  date  (March  8,  2017). 
Section  37.3(6)  requires  DHSS  to  begin  accepting  applications  for  the  qualifying  patient 
and  caregiver  cards  no  later  than  150  days  from  the  effective  date  (May  8,  2017).  For 
purposes  of  this  fiscal  note  analysis,  it  is  assumed  that  DHSS  will  begin  accepting 
applications  May  1,  2017  and  will  receive  15  percent  of  the  expected  annual  registrations 
within  the  remaining  two  months  of  FY  2017  (107,326  x .15  = 16,099  patient  cards, 
51,352  x .15  = 7,703  caregiver  cards).  In  FY  2018,  DHSS  will  receive  the  remaining  85 
percent  of  the  expected  annual  registration  applications  (107,326  x .85  = 91,227  patient 
cards,  51,352  x .85  = 43,649  caregiver  cards).  DHSS  will  collect  an  application  fee  of 
$25  per  card,  per  Section  37.3(17)  and  37.3(18).  It  is  assumed  that  the  fees  will  be 
collected  in  the  same  fiscal  year  the  applications  are  received. 


FY  2017 

FY  2018 

Qualifying  Patient  Initial 
Applications 

16,099 

91,227 

Qualifying  Patient 
Renewal  Applications 

0 

16,099 

Caregiver  Initial 
Applications 

7,703 

43,649 

Caregiver  Renewal 
Applications 

0 

7,703 

Total  Patient  & Caregiver 
Identification  Cards 

23,802 

158,678 

Total  Patient  & Caregiver 
Application  Fees 

$595,050 

$3,966,950 

Applications  for  Patient  or  Caregiver  Cultivation  Identification  Cards 

Section  37  requires  DHSS  to  issue  identification  cards  for  a qualifying  patient  or  his  or 
her  primary  caregiver  for  purposes  of  cultivating  up  to  six  flowering  marijuana  plants  for 
the  exclusive  use  of  the  qualifying  patient.  For  purposes  of  this  fiscal  note,  it  is  estimated 
that  10  percent  of  the  qualifying  patients  will  grow  marijuana  for  themselves  or  it  will  be 
grown  by  their  designated  primary  caregiver.  Therefore,  it  is  estimated  that  1,610 
cultivation  cards  will  be  issued  in  FY  2017  (16,099  x .10),  and  10,733  (107,326  x .10) 
will  be  issued  in  FY  2018.  DHSS  will  collect  an  annual  application  fee  of  $100  per 
Section  37.3(10). 


FY  2017 

FY  2018 

Cultivation  Initial  Applications 

1,610 

9,123 

Cultivation  Renewal 
Applications 

0 

1,610 

Total  Cultivation  Identification 
Cards 

1,610 

10,733 

Total  Cultivation  Identification 
Fees 

$161,000 

$1,073,300 

Application  and  Licensing  of  Medical  Marijuana  Cultivation  Facilities 

Section  37  authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana  cultivation  facilities.  For  purposes  of  this  fiscal  note  analysis,  it  is 
estimated  that  76  facilities  will  apply  and  become  licensed  to  fully  operate  cultivation 
facilities  by  the  end  of  FY  2018.  This  estimate  is  based  on  the  assumption  that  DHSS  will 
limit  the  number  of  cultivation  facilities  licensed  at  the  minimum  required  of  one  facility 
per  80,000  residents  (6,063,589  Missouri  residents/80,000  residents  per  facility  = 76 
facilities  as  allowed  per  Section  37.3(13).  Since  DHSS  must  accept  applications  within 
150  days  of  the  effective  date  of  the  proposal  but  has  150  days  to  process  an  application 
for  licensure,  DHSS  will  begin  collecting  application  fees  in  FY  2017  but  will  not  collect 
the  first  license  fees  until  FY  2018.  The  proposed  amendment  sets  the  application  fee  at 
$3,000  with  an  additional  $20,000  fee  for  each  year  of  the  license.  The  initial  application 
is  valid  for  a three  year  license  period. 


FY  2017 

FY  2018 

Cultivation  Facility 
Applications 

8 

68 

Cultivation  Facility  Application 
Fees  ($3,000) 

$24,000 

$204,000 

Cultivation  Facility  Annual 
Licenses 

0 

76 

Cultivation  Facility  Annual 
License  Fees  ($20,000) 

$0 

$1,520,000 

Total  Cultivation  Application  & 
License  Fee 

$24,000 

$1,724,000 

Application  and  Licensing  of  Medical  Marijuana  Dispensing  Facilities 

Section  37  authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana  dispensing  facilities.  For  purposes  of  this  fiscal  note  analysis,  it  is 
estimated  that  386  facilities  will  apply  and  become  licensed  to  fully  operate  dispensing 
facilities  by  the  end  of  FY  2018.  This  estimate  is  based  on  the  assumption  that  an  average 
dispensing  facility  will  serve  250  qualified  patients  (excluding  those  who  have  a 
cultivation  identification  card).  This  estimate  is  based  on  the  current  (October  2015)  ratio 
of  registered  dispensing  facilities  to  qualifying  patients  seen  in  the  state  of  Oregon.  Since 
DHSS  must  accept  applications  within  150  days  of  the  effective  date  of  the  proposal  but 
has  150  days  to  process  an  application  for  licensure,  DHSS  will  begin  collecting 
application  fees  in  FY  2017  but  will  not  collect  the  first  license  fees  until  FY  2018.  The 
proposed  amendment  sets  the  application  fee  at  $3,000  with  an  additional  $10,000  fee  for 
each  year  of  the  license.  The  initial  application  is  valid  for  a three  year  license. 


FY  2017 

FY  2018 

Dispensing  Facility 
Applications 

39 

347 

Dispensing  Facility  Application 
Fees 

$117,000 

$1,041,000 

Dispensing  Facility  Annual 
Licenses 

0 

386 

Dispensing  Facility  Annual 
License  Fees  ($10,000) 

$0 

$3,860,000 

Total  Dispensing  Application  & 
License  Fee 

$117,000 

$4,901,000 

Application  and  Licensing  of  Medical  Marijuana-Infused  Products  Manufacturing 
Facilities 

Section  37  authorizes  the  DHSS  to  establish  the  application  and  licensing  process  of 
medical  marijuana-infused  products  manufacturing  facilities.  For  purposes  of  this  fiscal 
note  analysis,  it  is  estimated  that  161  facilities  will  apply  and  become  licensed  to  fully 
operate  medical  marijuana-infused  products  manufacturing  facilities  by  the  end  of  FY 
2018.  This  estimate  is  based  on  the  assumption  that  an  average  dispensing  facility  will 
serve  600  qualified  patients  (excluding  those  who  have  a cultivation  identification  card). 


This  estimate  is  based  on  the  current  (October  2015)  ratio  of  registered  dispensing 
facilities  to  qualifying  patients  seen  in  the  state  of  Colorado.  Since  DHSS  must  accept 
applications  within  150  days  of  the  effective  date  of  the  proposal  but  has  150  days  to 
process  an  application  for  licensure,  DHSS  will  begin  collecting  application  fees  in  FY 
2017  but  will  not  collect  the  first  license  fees  until  FY  2018.  The  proposed  amendment 
sets  the  application  fee  at  $3,000  with  an  additional  $10,000  fee  for  each  year  of  the 
license.  The  initial  application  is  valid  for  a three  year  license. 


FY  2017 

FY  2018 

Manufacturing  Facility 
Applications 

16 

145 

Manufacturing  Facility 
Application  Fees  ($3,000) 

$48,000 

$435,000 

Manufacturing  Facility  Annual 
Licenses 

0 

161 

Manufacturing  Facility  Annual 
License  Fees  ($10,000) 

$0 

$1,610,000 

Total  Manufacturing 
Application  & License  Fee 

$48,000 

$2,045,000 

Total  Revenue  in  Application  and  Licensing  Fees 


FY  2017 

FY  2018 

Patient  & Caregiver  Application 
Fees 

$595,050 

$3,966,950 

Patient  or  Caregiver  Cultivation 
Fees 

$161,000 

$1,073,300 

Cultivation  Facility  Fees 

$24,000 

$1,724,000 

Dispensing  Facility  Fees 

$117,000 

$4,901,000 

Infused  Products  Manufacturing 
Fees 

$48,000 

$2,045,000 

Total  Fees 

$945,050 

$13,710,250 

Program  Operations:  Staffing 

Section  37  requires  the  establishment  of  a medical  marijuana  program  through 
promulgation  of  rules  and  implementation  of  those  rules  for  administration  of  patient  and 
caregiver  identification  cards;  patient  or  caregiver  cultivation  identification  cards;  and 
licensing  of  medical  marijuana  cultivation  facilities,  dispensing  facilities  and  infused 
products  manufacturing  facilities.  This  also  includes  the  development  of  all  program 
applications  and  forms,  identification  cards,  and  a computerized  database  system  to  allow 
for  the  electronic  storage  of  and  processing  of  data  needed  to  issue  identification  cards 
and  licenses.  As  a result,  DCPH  anticipates  the  need  to  hire  the  following  staff  beginning 
on  December  8,  2016  (FY  2017)  to  begin  development  of  the  program/system: 

One  Program  Manager  Broad  Band  2 ($65,000)  - will  serve  as  Chief  of  the  Medical 
Marijuana  Bureau.  Duties  will  include  overall  program  management,  including 


involvement  in  rule  promulgation,  development  of  fonns,  program  policies  and 
procedures,  information  system  development,  and  initial  program  set-up.  This  position 
will  also  supervise  the  two  Unit  (Program)  Coordinators,  two  Investigator  III  positions,  a 
Health  Program  Representative  III,  and  a Bureau  Administrative  Office  Support 
Assistant. 

Two  Program  Coordinators  (A30,  $49,128,  Step  H)  - will  serve  as  Unit  Coordinators. 
One  Unit  will  be  responsible  for  processing  patient  and  caregiver  applications,  including 
patient  or  caregiver  cultivation  applications.  The  other  unit  will  be  responsible  for  the 
applications  and  licensing  of  the  medical  marijuana  cultivation  facilities,  dispensing 
facilities,  infused-products  manufacturing  facilities.  These  positions  will  be  involved  in 
the  initial  program  development  with  the  Bureau  Chief,  hiring  of  staff,  and  development 
of  training  for  staff.  Once  the  program  is  operational,  the  Coordinators  responsibilities 
extend  to  implementation  and  maintenance  of  the  program,  responsibility  for  meeting 
application  decision  deadlines,  and  ongoing  management  responsibilities. 

One  Health  Program  Representative  III  (A24,  $38,928.  Step  B)  - duties  will  include 
assistance  in  rule  promulgation,  program  policies  and  procedures,  forms  development, 
information  system  development/troubleshooting  and  maintenance,  and  initial  program 
set-up.  This  position  will  serve  as  the  liaison  between  the  Units  and  IT  work  on  system 
maintenance  and  enhancements.  This  position  will  also  be  responsible  for  establishing 
materials  to  educate  the  public  about  the  program  and  exhibiting  at  conferences  or  other 
venues  to  education  physicians  and  the  general  public. 

One  Administrative  Office  Support  Assistant  (A15,  $28,104,  Step  F)  - duties  will  include 
providing  administrative  assistance  to  the  Bureau  Chief,  Program  Coordinators, 
Investigators,  Inspectors,  and  HPR  III  positions.  As  allowed,  this  position  will  also  assist 
in  initial  processing  of  patient  and  caregiver  applications  for  registration  cards. 

The  following  staff  will  be  hired  effective  March  1,  2017,  upon  release  of  the  application 
forms  for  patients  and  caregivers,  patient  or  caregiver  cultivators,  and  facility  licenses: 

Two  Investigator  III  positions  (A25,  $40,380,  Step  G)  - these  positions  will  investigate 
all  instances/complaints  of  possible  fraud  or  negligence  on  the  behalf  of  a recommending 
physician,  a registered  patient  and/or  caregiver,  a cultivator,  or  a medical  marijuana 
facility.  With  a new  program  of  this  size  and  the  legalization  of  something  that  remains 
illegal  for  the  majority  of  the  population,  it  is  anticipated  that  DHSS  will  receive  a fair 
number  of  calls  reporting  instances  of  possible  violations.  While  two  is  estimated  for 
purposes  of  this  fiscal  note,  it  may  be  necessary  to  add  additional  staff  after  the  program 
is  operational  for  some  time.  The  additional  costs  remain  unknown. 

Two  Grain  Inspector  IV  positions  (A23,  $37,548,  Step  G)  - these  positions  will  complete 
the  onsite  inspections  of  the  medical  marijuana  cultivation  facilities  to  monitor 
compliance  with  the  specific  requirements  outlined  in  the  proposed  amendment  and  rules 
that  need  to  be  met  for  initial  and  continued  licensure  of  a facility.  This  specialty  position 
was  chosen  because  the  most  technical  piece  involves  the  process  of  testing  plants  for 


molds,  mildew,  and  pesticides  and  making  sure  the  facilities  are  dealing  with  these  issues 
in  a proper  way. 

One  Grain  Inspector  Compliance  Coordinator  (A28,  $45,456,  Step  G)  - this  position 
coordinates  and  supervises  the  work  of  the  Grain  Inspector  positions;  ensuring 
inspections  are  completed  consistently  and  timely.  This  position  will  also  provide 
technical  assistance  to  the  inspectors  and  make  final  action  decisions/recommendations 
for  problem  inspections. 

Five  Environmental  Public  Health  Specialist  (EPHS)  IV  positions  (A27,  $43,488,  Step  G) 
- these  positions  will  complete  the  onsite  inspections  of  the  medical  marijuana  dispensing 
and  the  medical-marijuana  infused-products  manufacturing  facilities  to  monitor 
compliance  with  the  specific  requirements  outlined  in  the  proposed  amendment  and  rules 
that  need  to  be  met  for  initial  and  continued  licensure  of  a facility.  This  specialty  position 
was  chosen  because  the  most  technical  piece  involves  ensuring  sanitation  requirements 
are  met  and  the  infused-products  are  labeled  and  packaged  correctly. 

One  Environmental  Public  Health  Specialist  V position  (A28,  $45,156,  Step  G)  - this 
position  coordinates  and  supervises  the  work  of  the  EPHS  IV  positions;  ensuring 
inspections  are  completed  consistently  and  timely.  This  position  also  provides  technical 
assistance  to  the  enviromnental  specialists  and  makes  final  action 
decisions/recommendations  for  problem  inspections. 

44  Senior  Office  Support  Assistant  (SOSA)  positions  (A12,  $25,824,  Step  F)  - duties  will 
include  processing  of  paper  applications  to  include  opening  and  date  stamping  of  mail, 
entry  of  application  infonnation  into  the  electronic  registry,  initial  verification  of 
applicant  and  physician  identification,  initial  application  review  to  include  determination 
of  application  approval  or  denial  (including  incomplete  status),  preparation  of  patient  and 
caregiver  identification  cards,  preparation  of  patient/caregiver  cultivation  identification 
cards,  initial  processing  of  medical  marijuana  facility  applications,  preparation  of 
identification  cards  for  all  owners  and  employees  of  the  medical  marijuana  facility 
licensees,  processing  revoked  cards,  and  answering  of  phones  and  assisting  telephone 
callers. 

21  Health  Program  Representative  II  (HPR  II)  positions  (A21,  $34,944,  Step  B)  - duties 
will  include  supervision  of  the  SOSA  positions  and  quality  assurance  checks  of  the 
application  entry  and  initial  verification  completed  by  the  SOSAs.  This  position  will  have 
responsibility  for  final  approval  of  application  incomplete  notices,  rejects,  revocations, 
and  card  issuances.  This  position  will  ensure  application  process  deadlines  as  mandated 
by  proposed  amendment  are  met.  This  position  will  also  verify  all  registrations  of  owners 
and  employees  associated  with  the  licensed  medical  marijuana  facilities,  including 
coordination  with  the  Inspectors  and  EPHS's  for  final  issuance  of  facility  licenses. 

For  fiscal  note  purposes  DHSS  calculated  45  minutes  per  patient  and  caregiver 
application  and  45  minutes  per  patient  or  caregiver  cultivation  application. 


169,41 1 (158,678  patient  & caregiver  apps  + 10,733  cultivation  apps)  X .75/hour  / 2,080 
hours  per  year  per  staff  = 61  staff. 

DHSS  calculated  14  hours  for  the  processing  of  a facility  (cultivation,  dispensing  and 
manufacturing)  application. 

76  cultivation  facilities  + 386  dispensing  facilities  +161  infused  products  manufacturing 
facilities  = 623  facilities  x 14  hours/facility  divided  by  2,080  hrs/year  per  staff  = 4.2  staff 
round  to  4 staff.  This  is  a total  of  65  processing  staff  (SOSA  and  HPR II  positions). 

Printing  Costs 

DHSS  will  print  individual  identification  cards  for  the  qualified  patient,  caregiver,  patient 
or  caregiver  cultivation  identification  card,  and  identification  cards  for  each  owner,  board 
member,  employee  of  the  licensed  facilities.  DCPH  will  purchase  three  card  printers  for 
$8,719  each  and  three  magnetic  strip  encoders  for  $695  each.  The  supplies  for  the 
printers  and  encoders  average  $0.63  per  card.  The  cards  cost  $96  per  500. 

DHSS  is  estimating  the  number  of  identification  cards  to  be  printed  each  year  per  facility 
licensed  to  be  25  for  a cultivation  facility,  10  for  a dispensing  facility,  and  25  for  a 
manufacturing  facility.  (76  cultivation  facilities  x 25  = 1,900  cards,  386  dispensing 
facilities  x 10  = 3,860  cards,  161  manufacturing  facilities  = 4,025  cards)  License 
certificates  will  be  printed  for  each  facility  on  special  certificate  paper  (heat  sensitive  ink 
background)  provided  by  state  printing  at  a cost  of  approximately  $200  per  1,000  pieces 
of  certificate  paper.  The  license  certificates  and  identification  cards  for  facilities  will  not 
be  produced  until  FY  2018  when  the  facility  becomes  licensed. 

DCPH  will  print  100,000  brochures  each  year  the  program  is  operational  at  a cost  of 
$0.06  per  brochure.  This  brochure  will  provide  the  public  with  information  about  the 
medical  cannabis  program  and  assistance  in  completing  a valid  registration. 

FY  2017 

• 16,099  patient  cards  + 7,703  caregiver  cards  + 1,610  cultivation  cards  = 25,412 
cards  ($96  per  500)  = 5 1 X $96  = $4,896 

• 25,412  patient,  caregiver  & cultivation  cards  (supplies  x $0.63  per  card)  = $16,010 

• 100,000  brochures  ($0.06  per  brochure)  = $6,000 

FY  2018 

• 107,326  patient  cards  + 51,352  caregiver  cards  + 10,733  cultivation  cards  + 1,900 
identification  cards  for  cultivation  facilities,  3,860  identification  cards  for  dispensing 
facilities  + 4,025  for  manufacturing  facilities  = 179,196  cards  ($96  per  500)  = 359  X 
$96  = $34,464 

• 179,196  cards  (supplies  x $0.63  per  card)  = $1 12,894 

• 623  facility  licenses  ($200/1,000)  = $200 

• 100,000  brochures  ($0.06  per  brochure)  = $6,000 


Mailing  Costs 


Each  qualifying  patient  and  primary  caregiver  will  receive  his/her  card  in  the  mail.  If  the 
patient  or  caregiver  applied  for  a cultivation  identification  card,  that  card  will  be  mailed 
separately.  Each  licensed  facility  will  be  mailed  a copy  of  their  license  and  identification 
cards.  It  is  estimated  that  10  percent  of  the  registered  participants,  caregivers  and 
patient/caregiver  cultivators  will  submit  a change  request  to  their  application  requiring  a 
change  notification  receipt  by  mailing.  It  is  projected  that  five  percent  of  all  applications 
will  be  incomplete  and  requires  mailing  of  an  incomplete  notice.  It  is  also  projected  that 
25  percent  of  the  printed  brochures  (25,000)  along  with  paper  applications  will  be  mailed 
to  the  public  upon  request.  The  other  printed  brochures  will  be  available  for  distribution 
at  conferences  and  other  public  venues. 


Projected  mailings  are  as  follows: 


FY  2017 

FY  2018 

Patient  & Caregiver  ID 
Cards 

23,802 

158,678 

Cultivation  ID  Cards 

1,610 

10,733 

Facility  License  Certificates 

0 

623 

Facility  Identification  Cards 

0 

9,785 

Change  Request 
Notifications 

2,541 

16,941 

Incomplete  Notifications 

1,270 

8,470 

Brochures/app  mailed 

25,000 

25,000 

Total  mailings 

54,223 

230,230 

FY  2017 

• 54,233  envelopes  ($41  per  1,000)  = 55  X $41  = $2,255 

• Postage  (54,233  x $0. 39/postage  rate)  = $21,151 

FY  2018 

• 230,230  envelopes  ($41  per  1,000)  = 231  X $41  = $9,471 

• Postage  (230,230  x $0. 39/postage  rate)  = $89,790 

Criminal  Records  Check 

Section  37.3.(2)(h)  suggests  that  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees  and  other  support  staff  of  the  licensed  facilities  shall 
include  a fingerprint-based  federal  and  state  criminal  record  check  in  accordance  with 
U.S.  Public  Law  92-544.  Section  37.7(2)  states  no  licensed  facility  shall  have  an  owner, 
officer,  manager,  contractor,  employee  or  other  support  staff  with  a disqualifying  felony 
offense.  DHSS  assumes  that  as  part  of  the  facility  license  application,  the  facilities  would 
need  to  submit  a current  finger  print  based  criminal  record  report  as  would  be 
promulgated  in  rule.  Therefore,  DHSS  assumes  no  cost  for  obtaining  the  fingerprint 
check. 


Information  Technology  Services  Division  (ITSD) 


Application  Storage  Costs 

In  order  to  manage  the  final  storage  of  paper  applications  submitted,  Content  Manager  for 
electronic  scanning  and  storage  will  be  utilized.  The  costs  for  Content  Manager  are 
estimated  at  $132  per  month  for  the  state  data  server  costs,  $624  for  an  annual  license  for 
each  user,  and  $686  for  an  annual  license  for  each  position  with  ability  to  scan/import 
documents.  Content  Manager  services  will  not  be  acquired  until  FY  2018. 

Information  Systems  Development 

Estimating  12  month  project  duration  with  a project  team  consisting  of  4 IT  Consultants. 
Applications  will  be  received  as  paper  submissions  to  the  department.  System  will  print 
licenses  and  identification  cards  for  physical  delivery  to  the  applicant.  The  system  will  be 
hosted  in  the  State  Data  Center  (SDC)  on  existing  virtual  servers.  Disk  space  has  been 
estimated  at  50  GB  for  Development  and  Test  with  150  GB  estimated  for  Production. 

Division  of  Administration 


Division  of  Administration  assumes  one  Account  Clerk  can  process  around  30,000 
receipt  transactions  per  year  and  one  Accounting  Generalist  I/II  will  be  needed  to 
supervise  for  approximately  every  five  Account  Clerks. 

Account  Clerk  (A12,  $25,824)  duties  will  include: 

• Open  and  sort  mail; 

• Process  and  enter  receipts  in  the  department  computer  system; 

• Prepare  bank  deposits  and  cash  receipts  documents; 

• Reconciles  daily  receipts; 

• Distributes  supporting  documentation  program. 

Accounting  Generalist  I/II  (A25,  $26,204)  duties  will  include: 

• Supervise  and  review  the  work  of  Account  Clerks  who  are  processing  the  fees. 

Each  application  and  license  will  have  a fee  transaction. 


FY 

2017 

FY 

2018 

Transaction 

23,802 

158,678 

Patient  & Caregiver  Application 

1,610 

10,733 

Patient  & Caregiver  Cultivation 
Application 

8 

76 

Cultivation  Facility  Application 

39 

386 

Dispensing  Facility  Application 

16 

161 

Manufacturing  Facility  Application 

25,475 

170,594 

Total  Number  of  Transactions 

1.00 

FTE 

6.00 

FTE 

Account  Clerk 

0.00 

FTE 

1.00 

FTE 

Accounting  Generalist  I/II 

Office  of  General  Counsel 


Legal  Counsel  ($45,000) 

One  full-time  attorney  would  be  needed  to  assist  in  drafting  emergency  and  proposed 
regulations  and  forms;  perform  legal  research  and  provide  day-to-day  legal  counsel  to  the 
program;  and  represent  the  department  in  appeals  of  licensure  and  identification  card 
denials. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  petition  seeks  a 
constitutional  amendment  to  Article  I by  adding  new  section  37  that  would  allow  for  the 
use,  prescription,  cultivation  and  dispensing  of  marijuana  and  marijuana-infused  products 
to  qualifying  patients  with  at  least  one  qualifying  medical  condition  as  defined  in  the 
petition. 


Similar  to  Initiative  Petitions  16-124  and  16-125,  this  petition  includes: 

1 . A list  of  qualifying  medical  conditions 

2.  Allowance  of  patient  cultivation  of  up  to  six  plants  for  the  patient’s  exclusive  use,  or 
up  to  24  plants  in  locked  space  shared  by  2 qualifying  patients 

3.  Purchase  limits  for  patient  or  caregiver  of  not  less  than  6 ounces  (10  g),  unprocessed 
or  equivalent,  in  a 30  day  period 

4.  Possession  limits  for  patient  or  caregiver  of  not  less  than  60  day  supply 

In  addition,  this  petition  adds  details  that  are  the  same  as  in  Initiative  Petitions  16-129 
and  16-130: 

1.  Definitions  (e.g.,  “primary  caregiver”  instead  of  generic  “caregiver”) 

2.  Seed-to-sale  tracking  and  software  license  standards 

3.  Issuance  of  identification  cards  for  employees  or  staff  of  medical  marijuana  facilities 

4.  Considerations  for  licensing,  quality  testing,  product  tracking  and  user/employee 
verification 

5.  Limits  to  square  footage  of  growing  facilities  and  number  of  plants 

6.  Separate  legal  possession  limits  for  primary  caregiver  with  multiple  qualifying 
patients 

7.  Number  of  facility  licenses  and  allowance  for  easing  limit  based  on  demand  and  other 
economic  factors 

8.  Identification  card  procedures  for  qualifying  patients 

9.  Procedures  for  license  denial  appeals 

10.  Dedicated  fund  and  apportionment  for  any  fees  and  tax  revenue  generated 

1 1 . Limits  on  patient  cultivation 

None  of  these  modifications  is  likely  to  lead  to  any  more  infractions  or  secondary 
criminal  activity  than  the  previous  initiative  petitions.  As  such,  the  Initiative  Petition  16- 
124  estimate  still  applies. 

Penalties  include  imprisonment  of  up  to  one  year  and  a fine  of  ten  thousand  dollars  for 
either  purposefully  possessing  amounts  of  marijuana  in  excess  of  twice  the  legal  limit  or 
adding  any  poisonous  or  deleterious  substances  to  medical  marijuana  or  marijuana- 
infused  product. 

Legal  medical  marijuana  possession  and  use  in  other  states  have  occurred  only  relatively 
recently,  so  there  is  limited  infonnation  on  the  impacts  within  the  criminal  justice  system. 
There  are  currently  23  states  and  the  District  of  Columbia  that  now  allow  for 
comprehensive  public  medical  marijuana  and  cannabis  programs  with  an  additional  1 1 
states  allowing  for  limited  situation  medical  use  of  low  THC,  high  cannabidiol  (CBD) 
products  (National  Conference  of  State  Legislatures).  A full  analysis  is  not  possible  given 
current  time  frames,  but  a preliminary  survey  has  found  several  recent  studies  attempting 
to  discern  the  effects  of  these  laws. 

Chu  (2014)  found  that  similar  medical  marijuana  laws  (MMLs)  were  related  to  a 15-20% 
increase  in  marijuana  arrests  in  adult  males,  and  Alford  (2014)  found  that  allowances  for 
marijuana  dispensaries  increased  property  crime  rates  by  8%  and  robbery  rates  by  11%. 


Conversely,  Alford  also  found  that  home  cultivation  allowance  may  have  decreased 
robbery  by  10%.  Choi  (2014)  found  that  MMLs  were  associated  with  a 12%  increase  in 
other  drug  use  but  allowing  home  cultivation  was  related  to  a 13%  decrease  in  driving 
under  the  influence  of  drugs.  Morris  et  al.  (2014)  found  that  MMLs  did  not  exacerbate 
rates  of  major  or  violent  crimes.  However,  Pacula  et  al.  (2014)  suggested  that  some 
details  of  MMLs,  particularly  legal  protection  of  dispensaries  and  home  cultivation,  can 
lead  to  greater  marijuana  use  and  abuse  among  adults.  The  authors  also  found 
relationships  to  increased  alcohol  use  and  alcohol-related  driving  fatalities.  The  link  with 
increased  drinking  was  also  found  by  Wen  et  al.  (2014),  but  they  found  no  evidence  of 
increased  use  of  other  substances. 

Results  of  studies  at  this  time  show  conflicting  results  on  the  criminal  impacts  of  current 
MMLs.  However,  with  the  increased  licensing  and  regulation  there  are  also  increased 
possibilities  of  secondary  crimes  through  false  physician  recommendations,  non- 
compliance  in  registration,  illegal  possession,  vehicular  infractions  or  injury,  and  theft. 
While  many  of  these  violations  may  carry  only  municipal  or  licensing  level  penalties, 
some  would  ultimately  fall  under  felony  charges. 

Current  laws  provide  for  class  C felony  penalties  for  possession  (Section  195.202, 
RSMo)  and  class  B felony  for  distribution  and  production  of  controlled  substances 
(Section  195.211,  RSMo).  Considering  additional  increases  in  related  violations, 
proposed  changes  in  this  petition  are  expected  to  result  in  one  new  class  B felony  serving 
two  years  in  prison  and  five  years  parole,  one  class  C felony  serving  one  year  in  prison 
with  four  years  parole,  and  three  new  probations  serving  three  years.  The  total  impact  at 
year  10  is  estimated  to  be  3 additional  offenders  in  prison  and  18  on  field  supervision. 

Impacts  to  DOC  under  proposed  addition  of  section  37  to  Article  I,  Missouri 
Constitution 


FY16 

FY17 

FY18 

FY19 

FY20 

FY21 

FY22 

FY23 

FY24 

FY25 

Admissions 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Parole 

1 

3 

5 

7 

8 

9 

9 

9 

9 

Probation 

3 

6 

9 

9 

9 

9 

9 

9 

9 

9 

Impact 

Prison  Population 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Field  Population 

3 

7 

12 

14 

16 

17 

18 

18 

18 

18 

Their  department  direct  offender  costs  for  either  incarceration  ($6,135  per  offender  per 
year)  or  for  supervision  provided  by  the  Board  of  Probation  and  Parole  ($2,205  per 
offender  per  year)  would  range  from  $18,885  in  Fiscal  Year  2016  to  $69,429  in  Fiscal 
Year  2025. 

Please  also  note  that  their  department  currently  tests  staff  for  marijuana  use  and 
disciplines  accordingly.  If  their  staff  were  to  live  in  a household  or  visit  another  person 
who  is  legally  using  medical  marijuana  they  would  then  be  exposed  to  second-hand 
smoke  and  would  likely  test  positive  themselves.  There  would  be  no  way  for  their 


department  to  detennine  which  of  their  staff  are  innocently  exposed  from  those  who  are 
abusing  this  substance  illegally. 

Further,  this  bill  does  provide  some  protection  in  that  it  forbids  being  under  the  influence 
of  medical  cannabis  when  it  would  constitute  “negligence  or  professional  malpractice,” 
and  it  forbids  use  and  possession  in  a correctional  facility.  The  bill  does  not,  however, 
exempt  being  under  the  influence  in  a correctional  center.  Thus,  it  appears  that  an 
employee  may  work  under  the  influence  as  long  as  they  do  not  actively  use  or  possess 
cannabis  at  the  institution.  Also,  all  department  property  is  not  exempt;  only  “correctional 
facilities”  are.  Employees  in  the  field  (i.e.,  probation  and  parole  officers)  would  not  be 
prohibited  from  carrying  and  using  medical  cannabis  while  at  work.  The  exemption 
prohibiting  being  under  the  influence  when  it  would  constitute  “negligence  or 
professional  malpractice”  may  act  to  close  this  gap  but  that  is  unclear  because 
professional  malpractice  is  not  defined  in  the  act  and  it  does  not  set  a threshold 
measurement  that  constitutes  being  “under  the  influence.” 
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Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  a fiscal 
impact  on  their  department.  The  total  estimated  costs  for  salaries,  fringe  benefits,  and 
expense  and  equipment  will  be  $255,943  for  fiscal  year  2017,  $84,086  for  fiscal  year 
2018,  and  $84,960  for  fiscal  year  2019. 


This  petition  will  have  an  economic  impact  on  small  business  to  the  extent  the  business  is 
in  the  growing  and  distribution  chain  of  medical  marijuana  through  remittance  of 
additional  taxes  and  new  job  creation. 

This  legislation  increases  total  state  revenue  by  the  amount  of  sales  tax  collected  on  the 
sale  of  medical  marijuana. 

Section  4 

The  legislation  levies  a four  percent  tax  on  the  retail  sale  of  medical  marijuana.  The 
Department  may  retain  five  percent  for  the  cost  of  collection.  The  petition  creates  the 
Missouri  Veterans’  Health  and  Care  Fund.  The  commissioner  of  Administration  may 
make  cash  operating  transfers  to  the  fund  to  meet  cash  requirements  in  advance  of 
receiving  revenues. 

Administrative  Impact: 

Collections  & Tax  Assistance: 

This  section  will  see  additional  registrations,  registration  phone  calls,  business  tax 
account  update  requests  and  delinquent  phone  contacts  from  the  additional  business 
registering  to  collect  sales  tax  on  medical  marijuana.  Collections  and  Tax  Assistance 
requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  per  24,000 
additional  contacts  to  the  registration  section  and  15,000  contacts  annually  on  the 
delinquent  tax  line.  Each  technician  requires  CARES  equipment. 

Integrated  Revenue  System: 

Changes  would  need  to  be  made  to  the  current  design  of  the  Integrated  Revenue  System 
resulting  in  a cost  of  $173,534. 

Officials  from  the  Department  of  Public  Safety  submitted  the  following  information: 

The  Missouri  State  Highway  Patrol  indicated  a total  estimated  net  positive  effect  on  state 
funds  of  $215,490  for  fiscal  year  2017,  and  unknown  for  fiscal  year  2018  and  beyond. 

Section  3 (3)  authorizes  the  Department  of  Health  and  Senior  Services  to  issue  any  rules 
or  emergency  rules  necessary  for  the  implementation  and  enforcement  of  this  section. 
Section  3 (2)  (h)  may  require  an  individual  licensed  pursuant  to  this  section  to  complete  a 
fingerprint-based  criminal  record  check.  However,  a rule  or  regulation  issued  by  the 
Department  of  Health  and  Senior  Services  including  a Code  of  State  Regulations  would 
not  authorize  a federal  fingerprint-based  criminal  record  check  according  to  Public  Law 
92-544  criteria.  As  written,  Section  3 (2)  (h)  would  not  authorize  a state  and  federal 
fingerprint-based  criminal  record  check. 

To  authorize  a state  and  fingerprint-based  criminal  record  check  and  to  meet  Public  Law 
92-544,  the  following  wording  should  be  included: 


Applicants  licensed  pursuant  to  this  section  shall  submit  fingerprints  to  the  Missouri  state 
highway  patrol  for  the  purpose  of  conducting  a state  and  federal  fingerprint-based 
criminal  background  check.  The  Missouri  state  highway  patrol,  if  necessary,  shall 
forward  the  fingerprints  to  the  Federal  Bureau  of  Investigation  (FBI)  for  the  purpose  of 
conducting  a fingerprint-based  criminal  background  check.  Fingerprints  shall  be 
submitted  pursuant  to  43.543  and  fees  shall  be  paid  pursuant  to  43.530. 

Public  Law  92-544  criteria  is  as  follows: 

The  authority  for  the  FBI  to  conduct  a criminal  record  check  for  a noncriminal  justice 
licensing  or  employment  purpose  is  based  upon  Public  Law  92-544.  Pursuant  to  Public 
Law  92-544,  the  FBI  is  empowered  to  exchange  identification  records  with  officials  of 
state  and  local  governments  for  the  purposes  of  licensing  and  employment  if  authorized 
by  a state  statute  which  has  been  approved  by  the  Attorney  General  of  the  United  States. 
The  Attorney  General’s  authority  to  approve  the  statute  is  delegated  to  the  FBI  by  Title 
28,  Code  of  Federal  Regulations,  Section  0.85(j).  The  standards  employed  by  the  FBI  in 
approving  Public  Law  92-544  authorizations  have  been  established  by  a series  of 
memoranda  issued  by  the  Office  of  Legal  Counsel,  Department  of  Justice.  The  standards 
are: 

1 . The  authorization  must  exist  as  the  result  of  legislative  enactment  (or  its  functional 
equivalent); 

2.  The  authorization  must  require  fingerprinting  of  the  applicant; 

3.  The  authorization  must,  expressly  or  by  implication,  authorize  use  of  FBI  records  for 
screening  of  the  applicant; 

4.  The  authorization  must  not  be  against  public  policy; 

5.  The  authorization  must  not  be  overly  broad  in  its  scope;  it  must  identify  the  specific 
category  of  applicants/licensees. 

Fingerprint  card  submissions  to  the  FBI  under  Public  Law  92-544  must  be  forwarded 
through  the  SIB.  The  state  must  also  designate  an  authorized  governmental  agency  to  be 
responsible  for  receiving  and  screening  the  results  of  the  record  check  to  detennine  an 
applicant’s  suitability  for  employment  or  licensing. 

For  each  fingerprint-based  background  check  processed,  the  state  retains  the  $20  state  fee 
and  $2  of  the  federal  charge  for  a pass-thru  fee. 

According  to  the  2014  United  States  Census  Bureau’s  census  estimate,  Missouri’s 
population  was  6,063,589.  Based  on  this  total,  as  well  as  the  preliminary  calculations  by 
the  Department  of  Health  and  Senior  Services,  the  number  of  Cultivation  Facilities, 
Dispensary  Facilities,  and  Infused  Products  Manufacturing  Facilities  is  as  follows: 

Cultivation  Facilities 

Assuming  a limit  is  set  at  the  minimum  of  1 facility  per  80,000  inhabitants  per  the 
proposed  amendment,  76  licenses  (6,063,589/80,000)  for  cultivation  facilities  may  be 
issued,  further  estimating  an  average  of  25  employees  per  facility,  the  total  number  of 


criminal  record  checks  for  employees,  owners  etc.  of  Cultivation  Facilities  equals  1,900 
(76  x 25). 

Dispensing  Facilities 

The  estimated  number  of  facilities  based  on  Oregon’s  licensees/patient  ratio  (assuming 
10%  of  qualifying  patients  in  Missouri  will  grow  their  own  marijuana)  equals  387 
facilities.  Further  estimating  an  average  of  10  employees  per  facility,  the  total  number  of 
criminal  record  checks  for  employees,  owners  etc.  of  Dispensary  Facilities  equals  3,870 
(387x  10). 

Infused  Products  Manufacturing  Facilities 

The  estimated  number  of  facilities  based  on  Colorado’s  licensees/patient  ratio  (assuming 
10%  of  qualifying  patients  in  Missouri  will  grow  their  own  and  will  not  purchase  these 
products)  equals  161  facilities.  Further  estimating  an  average  of  25  employees  per 
facility,  the  total  number  of  criminal  record  checks  for  employees,  owners  etc.  of  Infused 
Products  Manufacturing  Facilities  equals  4,025  (161  x 25).  While  we  are  estimating  161 
facilities  based  on  Colorado’s  totals,  the  minimum  number  of  facilities  assuming  a limit 
is  set  at  the  minimum  of  1 facility  per  50,000  inhabitants  (per  the  proposed  constitutional 
amendment)  the  number  of  facilities  would  equal  121  (6,063,589/50,000). 

The  estimated  number  of  state  and  federal  fingerprint-based  criminal  record  checks 
estimated  to  be  generated  with  the  passage  of  this  amendment  is  9,795  (1,900  for 
Cultivation  Facilities;  3,870  - Dispensing  Facilities;  4,025  - Infused  Products 
Manufacturing  Facilities). 

The  charge  for  each  background  check  processed  is  $43.05.  Twenty  dollars  for  the  state 
fingerprint  check,  $14.75  for  the  federal  check,  and  an  $8.30  charge  for  the  statewide 
applicant  fingerprinting  contractor  fee  ($20  + $14.75  + 8.30  = $43.05).  Of  this  amount, 
the  state  retains  the  $20  fee  and  $2  of  the  federal  charge  of  $14.75  for  a pass-thru  fee.  The 
$8.30  charge  is  paid  directly  to  the  vendor  at  the  time  of  application. 

Estimated  Revenue  Fiscal  Year  2017 

9,795  x $34.75  (state/federal  background  check)  $340,376 

Estimated  Expense  Fiscal  Year  2017 

9,795  x $12.75  (federal  background  check  charge)  $124,886 

Subsequent  yearly  background  checks  will  be  based  on  turnover. 

Estimated  Revenue  FY18  and  beyond 

???  x $34.75  (state/federal  background  check) 

Estimated  Expense  FY 1 8 and  beyond 

???  x $12.75  (federal  background  check  charge) 


The  Missouri  Veterans  Commission  indicated  they  have  no  position  on  this  initiative 
petition.  The  infonnation  was  brought  to  their  attention  during  its  quarterly  commission 
meeting.  They  provided  the  fiscal  analysis  for  Right  to  Access  Medical  Marijuana 
prepared  by  Mark  R.  Reading  which  was  forwarded  to  their  office  from  the  Missouri 
Association  of  Veterans  Organizations  (MAVO).  The  Missouri  Veterans  Commission  is 
pleased  to  receive  any  finding  which  appropriately  comes  to  them  to  support  the  Veterans 
Programs  currently  administrated  by  the  Commission. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  initiative  petition  adds 
Section  37  to  Article  I in  the  Missouri  Constitution.  The  petition  charges  the  Department 
of  Health  and  Senior  Services  (DHSS)  with  implementing  a program  to  provide  access  to 
marijuana  for  patients  with  certain  medical  conditions.  DHSS  is  authorized  to  establish 
rules  to  license  facilities  for  medical  marijuana  cultivation,  medical  marijuana  dispensing 
and  medical  marijuana-infused  products  manufacturing,  in  addition  to  providing 
identification  for  qualifying  patients  and  caregivers.  The  program  provides  oversight  of 
cultivation,  manufacturing,  dispensing,  prescription  and  use  of  marijuana,  along  with 
necessary  enforcement  provisions.  The  petition  also  provides  counties  limited  ability  to 
restrict  the  number  of  Medical  Marijuana  Dispensary  Facilities.  The  provisions  are 
effective  December  8,  2016  and  the  petition  includes  a severability  clause. 

The  following  fees  are  established  in  the  proposal,  along  with  requirement  for  annual  CPI 
adjustments: 

• Medical  Marijuana  Cultivation  Facility  - $3,000  application  fee  and  $20,000  annual 
license  fee. 

• Medical  Marijuana  Dispensary  Facility  - $3,000  application  fee  and  $10,000  annual 
license  fee. 

• Medical  Marijuana-Infused  Products  Manufacturing  Facility  - $3,000  application  fee 
and  $10,000  annual  license  fee. 

• Qualifying  patient  or  primary  caregiver  cultivation  - $ 100  annual  fee. 

• Patient/Primary  Caregiver  identification  card  - $25  annual  fee. 


The  petition  also  includes  a 4%  retail  sales  tax  on  marijuana  sold  for  medical  use  at 
Medical  Marijuana  Dispensary  Facilities.  The  tax  is  to  be  collected  by  the  Department  of 
Revenue,  which  is  allowed  access  to  the  program  tracking  system  as  needed  to  ensure 
proper  collection  of  the  sales  tax.  Proceeds  of  the  sales  tax,  less  up  to  5%  for  the 
Department  of  Revenue’s  administration,  are  to  be  deposited  in  the  Missouri  Veterans’ 
Health  and  Care  Fund.  This  fund  is  to  be  used  first  by  DHSS  to  administer  the  program, 
then  by  the  Missouri  Veterans’  Commission  for  health  and  care  services  for  military 
veterans,  including  operations  of  the  veterans’  homes  and  the  Missouri  Service  Officer’s 
Program  and  other  services  approved  by  the  Missouri  Veterans’  Commission,  such  as 
mental  health  services  drug  rehabilitation  services  or  job  training.  These  new  monies  may 
not  be  used  to  supplant  existing  funding. 

Summary  of  Fiscal  Impact 

The  Department  of  Health  and  Senior  Services  and  Department  of  Revenue  are  given 
additional  responsibilities  to  implement  the  program  and  collect  additional  taxes,  which 
could  result  in  a fiscal  impact  for  those  agencies. 

The  revenue  generated  from  the  application  and  license  fees  and  from  the  additional  sales 
tax  would  be  deposited  in  the  Missouri  Veterans’  Health  and  Care  Fund.  OA  does  not 
have  the  data  available  to  provide  an  estimate  of  the  amount  of  additional  revenue  from 
the  application  fees,  license  fees  or  sales  tax. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 


they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  University  of  Missouri  indicated  the  University  of  Missouri  Health  Care 
(MUHC)  has  reviewed  the  proposed  initiative  petition  and  should  not  incur  costs  that 
exceed  $100,000  annually.  This  is  due  primarily  to  the  fact  that  MUHC  would  have 
potential  conflicts  with  the  U.S.  Drug  Enforcement  Agency  (DEA)  in  the  implementation 
of  these  proposals  and  could  not  implement  these  services  in  the  facilities. 

Officials  from  St.  Louis  Community  College  indicated  they  do  not  believe  this  will  have 
fiscal  impact  on  their  college. 

Mark  R.  Reading  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


RECEIVED 

NOV  ' 9 2015 

STATE  AUDITORS  OFFICE 


Primary  Contact  Person 

Right  to  Access  Medical  Marijuana  Initiative  - Versions  5 and  6 


Proposed  Statement  of  Fiscal  Impact 
for  Right  to  Access  Medical  Marijuana  Initiative  - Versions  5 and  6 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  amendment's  estimated  state  revenue  is  $26  million  when  fully  implemented,  exceeding  the  state's 
costs.  A new  sales  tax  will  provide  additional  funds  for  veterans  including  veterans  homes,  health  and 
mental  health  care,  education  and  housing  assistance.  Local  revenue  estimated  at  $7.8  million  exceeds 
local  costs. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2017 

FY  2018 

General  Revenue 

$0 

$6,010,653 

Total  Estimated  Net  Effect  on  All  State 
Funds 

$0 

$26,036,982 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

$7,773,778 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

$0 

$7,773,778 
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ANALYSIS  OF  FISCAL  IMPACT  OF  MEDICAL  MARIJUANA  PETITION 


The  fiscal  impact  analysis  contained  herein  focuses  on  estimating  the  fee  and  tax  revenue  resulting  from 
the  constitutional  amendment  proposed  in  the  initiative  petition.  Table  1 summarizes  the  revenue 
estimated  by  source  and  by  fiscal  year.  Page  and  Table  numbers  are  provided  to  help  readers  find 
specific  subjects. 


Table  1 - Summary  of  Fees  and  Sales  Tax  Revenue  by  Fund 


Page 

# 

Table  # 

Purpose 

FY  2017 

FY  2018 

Total 

Revenue 

Type 

4-5 

Table  3 

Medical  Marijuana 
Cultivation  Facilities 

$168,000 

$1,534,000 

$1,702,000 

Fee 

6-7 

Table  4 

Medical  Marijuana-Infused 
Products  Manufacturing 
Facilities 

$180,000 

$1,367,000 

$1 ,547,000 

Fee 

8-13 

Table  8 

Medical  Marijuana 
Dispensary  Facilities 

$327,000 

$2,507,000 

$2,834,000 

Fee 

14- 

18 

Table 

14 

Qualifying  Patient  and 
Primary  Caregiver 
Identification  Cards 

$1,338,275 

$4,014,775 

$5,353,050 

Fee 

19 

Table 

15 

Qualifying  Patient 
Cultivation  Cards 

$0 

$135,000 

$135,000 

Fee 

20-22 

Table 

17 

4%  sales  tax 

$0 

$8,014,204 

$8,014,204 

Sales  tax 

subtotal  MO  Veterans 
Heatlh  and  Care  Fund 

$2,013,275 

$17,571,979 

$19,585,254 

20-22 

Table 

17 

General  Revenue  sales  tax 

$0 

$6,010,653 

$6,010,653 

Sales  tax 

20-22 

Table 

17 

Prop  C sales  tax 

$0 

$2,003,551 

$2,003,551 

Sales  tax 

20-22 

Table 

17 

Conservation  sales  tax 

$0 

$250,444 

$250,444 

Sales  tax 

20-22 

Table 

17 

Parks  and  Soils  sales  tax 

$0 

$200,355 

$200,355 

Sales  tax 

subtotal  Other  State  Funds 

$0 

$8,465,003 

$8,465,003 

subtotal  all  state  funds 

$2,013,275 

$26,036,982 

$28,050,257 

23 

Table 

18 

Local  Sales  Tax 

$0 

$7,773,778 

$7,773,778 

Grand  Total  State  and  Local 

$2,013,275 

$33,810,760 

$35,824,035 
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Implementation  dates  required  by  New  Approach  Missouri  petition 

Table  2 below  identifies  the  implementation  dates  prescribed  in  the  petition.  All  fiscal  estimates  in  this 
analysis  assume  that  the  Department  of  Health  and  Senior  Services,  and  all  other  state  and  local 
governments  affected  by  this  petition  will  meet  the  deadlines  required  by  the  petition. 

Table  2 - Implementation  Schedule 


11/8/2016 

Election  Day  - Voter  Approval 

12/8/2016 

30  days  after  election  - effective  date  of  constitutional  amendment 

2/1/2017 

County  notification  of  its  initial  limit,  if  any,  on  the  number  of  site  permits  for  Medical 
Marijuana  Dispensary  Facilities  - paragraph  7(4)  proposed  addition  to  language  originally 
filed. 

90  days  after  effective  date  of  constitutional  amendment 

3/8/2017 

DHSS  shall  make  available  license  application  forms  and  application  instructions  for  Medical 
Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities,  and  Medical 
Marijuana-Infused  Manufacturing  Facilities  - paragraph  3(5). 

3/8/2017 

DHSS  shall  make  available  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards  - paragraph 
3(6). 

150  days  after  effective  date  of  constitutional  amendment 

5/7/2017 

DHSS  shall  begin  accepting  applications  for  qualifying  patient,  qualifying  patient  cultivation, 
and  primary  caregiver  identification  cards  no  later  than  this  date  - paragraph  3(6). 

5/7/2017 

DHSS  shall  begin  accepting  application  forms  for  Medical  Marijuana  Cultivation  Facilities, 
Medical  Marijuana  Dispensary  Facilities,  and  Medical  Marijuana-Infused  Manufacturing 
Facilities  no  later  than  this  date-  paragraph  3(1 6). 

180  days  after  effective  date  of  constitutional  amendment 

6/6/2017 

For  any  applications  submitted  on  the  last  day  allowed  under  the  constitutional  provisions  for 
DHSS  to  start  accepting  applications,  DHSS  must  have  approved  or  denied  applications  for  a 
qualifying  patient  identification  card  or  a primary  caregiver  identification  card  - paragraph 
3(1 7)  and  paragraph  3(1 8)  respectively.  All  applications  must  be  approved  or  denied  within 
30  days  of  DHSS  receipt  thereafter. 

300  days  after  effective  date  of  constitutional  amendment 

10/4/2017 

For  any  application  submitted  on  the  earliest  day  allowed  under  the  constitutional  provisions 
for  DHSS  to  start  accepting  applications,  DHSS  shall  have  approved  or  denied  application 
forms  for  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities, 
and  Medical  Marijuana-Infused  Manufacturing  Facilities  - paragraph  3(16).  All  applications 
must  be  approved  or  denied  within  1 50  days  of  submission  to  DHSS  thereafter. 
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Medical  Marijuana  Cultivation  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana  Cultivation  Facilities.  The  DHSS 
licenses  these  facilities.  No  upper  limit  is  established  on  the  number  of  such  facilities  that  can  be 
licensed.  However,  DHSS  is  required  to  license  a minimum  number  of  facilities  in  paragraph  3(13)  to  no 
less  than  one  per  every  80,000  inhabitants  based  on  the  most  recent  U.S.  Census.  The  Missouri 
population  from  the  2010  census  was  5,988,927  inhabitants.  The  total  number  of  licensees  in  the  state 
allowed  to  operate  under  this  calculation  is  at  least  74  Medical  Marijuana  Cultivation  Facilities. 

The  DHSS  is  required  by  paragraph  3(7)  of  the  proposal  to  charge  a one-time  non-refundable  applicant 
fee  of  $3,000  and  a license  fee  good  for  three  years.  An  annual  fee  of  $20,000  is  required  for  each 
license. 

The  estimate  in  Table  3 below  assumes  that  the  Department  of  Health  and  Senior  Services  (DHSS)  will 
initially  limit  the  number  of  Medical  Marijuana  Cultivation  Facilities  to  the  minimum  number  allowed  under 
the  proposal.  In  the  initial  years  of  operation  this  would  enable  DHSS  to  conservatively  allow  it  to  meet  its 
minimum  constitutional  requirements  as  it  begins  its  operations  and  provide  time  to  assess  and  report  on 
the  success  of  the  program  before  further  expansion  which  may  take  place  beyond  the  timeline  subject  to 
required  by  the  Auditor's  Office.  Table  3 assumes  that: 

• Marijuana  cultivation  facilities  are  essential  to  the  operational  effects  of  the  proposed  petition. 

Until  the  cultivation  facilities  are  licensed  crop  production  cannot  begin.  In  addition,  even  after 
licensing  the  facilities  will  need  to  be  constructed  . Once  construction  is  complete  a growing 
season  needs  to  be  completed  before  product  is  available  in  the  Medical  Marijuana  Dispensary 
Facilities.  Given  the  importance  of  the  cultivation  facilities  it  is  likely  that  applications  for  the 
limited  number  of  such  facilities  will  be  high  early  during  program  implementation.  Thus,  the 
estimate  in  Table  3 assumes  that  applications  for  75  percent  of  the  minimum  number  of  licenses 
will  be  submitted  in  FY  201 7.  DHSS  could  wait  until  the  last  date  allowed  for  it  to  accept 
applications  which  is  late  in  the  fiscal  year  - May  7,  201 7.  The  remaining  25  percent  of 
application  will  occur  during  FY  2018. 

• Application  fees  are  assumed  for  the  minimum  number  of  licenses  that  DHSS  is  required  to  issue. 
Since  application  fees  are  non-refundable  an  additional  $3,000  will  be  collected  from  any 
applicant  that  is  ultimately  refused  a license.  For  example,  a 10%  or  25%  refusal  rate  would 
mean  8 to  25  applications  would  pay  the  $3,000  non-refundable  fee  yet  be  refused  which  would 
generate  an  additional  $24,000  or  $75,000  respectively  not  calculated  into  this  revenue  estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• DHSS  will  issue  all  the  cultivation  licenses  that  it  is  required  to  issue. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  201 9 for  licenses  first  issued  in  201 8. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  2017  and  FY  2018  from  the  minimum 
number  of  facilities  that  DHSS  is  required  to  allow  is  $1 ,702,000  including: 

• $222,000  in  one-time  non-refundable  applicant  fees 

• $1 ,480,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 
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Table  3 - Minimum  Medical  Marijuana  Cultivation  Facilities 


Assumotions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/17 

Applications 
open  all 
year 

% of  applications  submitted  assuming  minimal  number  approved  by 
DHSS 

75.0% 

25.0% 

100.0% 

Total  applications  assuming  minimal  number  approved  by  DHSS 

56 

18 

74 

Total  licenses  approved  by  DHSS 

0 

74 

74 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of  $3,000 

$168,000 

$54,000 

$222,000 

First  year  annual  license  fee  of  $20,000  - good  for  3 years 

$0 

$1,480,000 

$1,480,000 

Total  fees  and  licenses  at  minimum  # of  licensees 

$168,000 

$1,534,000 

$1,702,000 
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Medical  Marijuana-Infused  Products  Manufacturing  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana-Infused  Products  Manufacturing 
Facilities.  The  DHSS  licenses  these  facilities.  No  upper  limit  is  established  on  the  number  of  such 
facilities  that  can  be  licensed.  However,  DHSS  is  required  to  license  a minimum  number  of  licenses  in 
paragraph  3(14)  to  no  less  than  one  per  every  50,000  inhabitants  based  on  the  most  recent  U.S.  Census. 
The  Missouri  population  from  the  201 0 census  was  5,988,927  inhabitants.  The  total  number  of  licensees 
in  the  state  under  this  calculation  will  allow  for  the  operation  of  at  least  1 1 9 Medical  Marijuana-Infused 
Products  Manufacturing  Facilities. 

The  DHSS  is  required  by  paragraph  3(9)  of  the  proposal  to  charge  a one-time  non-refundable  applicant 
fee  of  $3,000  and  a license  fee  good  for  three  years.  An  annual  fee  of  $1 0,000  is  required  for  each 
license. 

The  estimate  in  Table  4 below  assumes  that  the  Department  of  Health  and  Senior  Services  (DHSS)  will 
initially  limit  the  number  of  Medical  Marijuana-Infused  Products  Manufacturing  Facilities  to  the  minimum 
number  allowed  under  the  proposal.  In  the  initial  years  of  operation  this  would  enable  DHSS  to 
conservatively  allow  it  to  meet  its  minimum  constitutional  requirements  as  it  begins  its  operations  and 
provide  time  to  assess  and  report  on  the  success  of  the  program  before  further  expansion  which  may 
take  place  beyond  the  timeline  subject  to  required  by  the  Auditor's  Office.  Table  4 assumes  that: 

• Possible  operators  of  Medical  Marijuana-Infused  Products  Manufacturing  Facilities  will  want  to 
ramp  up  their  activities  along  a timeline  that  correlates  with  the  operation  of  the  Medical 
Marijuana  Cultivation  Faculties.  Given  the  time  needed  for  cultivation  facility  construction  and 
crop  production  Table  4 assumes  a slightly  slower  implementation  for  the  infused  products 
facilities.  Table  4 assumes  that  half  of  the  applications  will  be  submitted  in  FY  201 7.  The  DHSS 
could  wait  until  the  last  date  allowed  for  it  to  accept  applications  which  is  late  in  the  fiscal  year  - 
May  7,  2017. 

• Application  fees  are  assumed  for  the  minimum  number  of  licenses  that  DHSS  is  required  to  issue. 
Since  application  fees  are  non-refundable  an  additional  $3,000  will  be  collected  from  any 
applicant  that  is  ultimately  refused  a license.  For  example,  a 10%  or  25%  refusal  rate  would 
mean  1 3 to  40  applications  would  pay  the  $3,000  non-refundable  fee  yet  be  rejected  which  would 
generate  an  additional  $39,000  or  $120,000  respectively  not  calculated  into  this  revenue 
estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• DHSS  will  issue  all  the  medical  marijuana-infused  products  manufacturing  facilities  licenses  that  it 
is  required  to  issue. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  201 9 for  licenses  first  issued  in  201 8. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  201 7 and  FY  201 8 from  the  minimum 
number  of  facilities  that  DHSS  is  required  to  allow  is  $1 ,547,000  including: 

• $357,000  in  one-time  non-refundable  applicant  fees 

• $1 ,1 90,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 
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Table  4 - Minimum  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities 


Assumptions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications  to  be 
allowed  no  later 
than  5/7/17 

Applications 
open  all 
year 

% of  applications  submitted  assuming 
minimal  number  approved  by  DHSS 

50.0% 

50.0% 

100.0% 

Total  applications  assuming  minimal  number 
approved  by  DHSS 

60 

59 

119 

Total  licenses  approved  by  DHSS 

0 

119 

119 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of  $3,000 

$180,000 

$177,000 

$357,000 

First  year  license  fee  of  $1 0,000  - good  for  3 
years 

$0 

$1,190,000 

$1,190,000 

Total  fees  and  licenses  at  minimum  # of 

licensees 

$180,000 

$1,367,000 

$1,547,000 
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Medical  Marijuana  Dispensary  Facilities 

The  proposal  defines  and  permits  the  operation  of  Medical  Marijuana  Dispensary  Facilities.  The 
Department  of  Health  and  Senior  Services  licenses  these  facilities.  No  limit  is  established  on  the  number 
of  such  facilities  that  can  be  licensed.  However,  counties  are  given  the  ability  to  limit  the  number  of 
licenses  within  the  county  in  paragraph  7(4)  to  no  less  than  one  per  every  30,000  inhabitants  or  portion 
thereof  based  on  the  most  recent  U.S.  Census.  The  counties  must  notify  the  DHSS  of  any  limit 
established  by  February  1 , 2017. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraph  3(8)  of  the  proposal  to  charge  a 
one-time  non-refundable  applicant  fee  of  $3,000  and  a license  fee  good  for  three  years  of  $1 0,000.  Table 
5 shows  the  revenue  generated  by  county  if  each  county  limited  the  number  of  Medical  Marijuana 
Dispensary  Facilities  to  no  less  than  one  per  every  30,000  inhabitants  or  portion  thereof  using  the  U.S. 
Census  population  for  201 0.  Each  calculation  is  rounded  up  since  the  proposal  indicates  that  the  a 
license  is  provided  for  every  "portion  thereof"  of  30,000. 

The  total  number  of  licensees  in  the  state  under  this  calculation  is  262  Medical  Marijuana  Dispensary 
Facilities.  Table  5 assumes  that  the  number  of  dispensaries  will  be  limited  in  each  county. 

The  total  revenue  generated  from  the  applicant  and  licenses  fees  for  262  dispensaries,  assuming  that  all 
application  and  license  fees  came  in  during  the  same  year,  is  $3,406,000  including: 

• $786,000  in  one-time  non-refundable  applicant  fees 

• $2,620,000  in  license  fees  from  the  first  year's  annual  fee  for  the  three  year  license 


Table  5 

Missouri  Population  - 2010  Census 

Minimum  Medical  Marijuana  Dispensary  Facilities  if  limited  by  every  county 


County 

2010 

Census 

Total 

Population 

Minimum  # of 
Medical 
Marijuana 
Dispensaries 
assuming  each 
county  limits  to 
one  per  every 
30,000 

inhabitants  or 
portion  thereof 

One-time 

non- 

refundable 
fee  of 
$3,000 

Annual 
License  fee 
of  $10,000- 
license 
good  for  3 
years 

Total  fees 
and  licenses 
at  minimum 
# of 

licensees 

Adair 

25,607 

1 

$3,000 

$10,000 

$13,000 

Andrew 

17,291 

1 

$3,000 

$10,000 

$13,000 

Atchison 

5,685 

1 

$3,000 

$10,000 

$13,000 

Audrain 

25,529 

1 

$3,000 

$10,000 

$13,000 

Barry 

35,597 

2 

$6,000 

$20,000 

$26,000 

Barton 

12,402 

1 

$3,000 

$10,000 

$13,000 

Bates 

17,049 

1 

$3,000 

$10,000 

$13,000 

Benton 

19,056 

1 

$3,000 

$10,000 

$13,000 

Bollinger 

12,363 

1 

$3,000 

$10,000 

$13,000 

Boone 

162,642 

6 

$18,000 

$60,000 

$78,000 

Buchanan 

89,201 

3 

$9,000 

$30,000 

$39,000 

Butler 

42,794 

2 

$6,000 

$20,000 

$26,000 

Caldwell 

9,424 

1 

$3,000 

$10,000 

$13,000 
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Callaway 

44,332 

2 

$6,000 

$20,000 

$26,000 

Camden 

44,002 

2 

$6,000 

$20,000 

$26,000 

Cape 

Girardeau 

75,674 

3 

$9,000 

$30,000 

$39,000 

Carroll 

9,295 

1 

$3,000 

$10,000 

$13,000 

Carter 

6,265 

1 

$3,000 

$10,000 

$13,000 

Cass 

99,478 

4 

$12,000 

$40,000 

$52,000 

Cedar 

13,982 

1 

$3,000 

$10,000 

$13,000 

Chariton 

7,831 

1 

$3,000 

$10,000 

$13,000 

Christian 

77,422 

3 

$9,000 

$30,000 

$39,000 

Clark 

7,139 

1 

$3,000 

$10,000 

$13,000 

Clay 

221,939 

8 

$24,000 

$80,000 

$104,000 

Clinton 

20,743 

1 

$3,000 

$10,000 

$13,000 

Cole 

75,990 

3 

$9,000 

$30,000 

$39,000 

Cooper 

17,601 

1 

$3,000 

$10,000 

$13,000 

Crawford 

24,696 

1 

$3,000 

$10,000 

$13,000 

Dade 

7,883 

1 

$3,000 

$10,000 

$13,000 

Dallas 

16,777 

1 

$3,000 

$10,000 

$13,000 

Daviess 

8,433 

1 

$3,000 

$10,000 

$13,000 

DeKalb 

12,892 

1 

$3,000 

$10,000 

$13,000 

Dent 

15,657 

1 

$3,000 

$10,000 

$13,000 

Douglas 

13,684 

1 

$3,000 

$10,000 

$13,000 

Dunklin 

31,953 

2 

$6,000 

$20,000 

$26,000 

Franklin 

101,492 

4 

$12,000 

$40,000 

$52,000 

Gasconade 

15,222 

1 

$3,000 

$10,000 

$13,000 

Gentry 

6,738 

1 

$3,000 

$10,000 

$13,000 

Greene 

275,174 

10 

$30,000 

$100,000 

$130,000 

Grundy 

10,261 

1 

$3,000 

$10,000 

$13,000 

Harrison 

8,957 

1 

$3,000 

$10,000 

$13,000 

Henry 

22,272 

1 

$3,000 

$10,000 

$13,000 

Hickory 

9,627 

1 

$3,000 

$10,000 

$13,000 

Holt 

4,912 

1 

$3,000 

$10,000 

$13,000 

Howard 

10,144 

1 

$3,000 

$10,000 

$13,000 

Howell 

40,400 

2 

$6,000 

$20,000 

$26,000 

Iron 

10,630 

1 

$3,000 

$10,000 

$13,000 

Jackson 

674,158 

23 

$69,000 

$230,000 

$299,000 

Jasper 

117,404 

4 

$12,000 

$40,000 

$52,000 

Jefferson 

218,733 

8 

$24,000 

$80,000 

$104,000 

Johnson 

52,595 

2 

$6,000 

$20,000 

$26,000 

Knox 

4,131 

1 

$3,000 

$10,000 

$13,000 

Laclede 

35,571 

2 

$6,000 

$20,000 

$26,000 

Lafayette 

33,381 

2 

$6,000 

$20,000 

$26,000 

Lawrence 

38,634 

2 

$6,000 

$20,000 

$26,000 

Lewis 

10,211 

1 

$3,000 

$10,000 

$13,000 

Lincoln 

52,566 

2 

$6,000 

$20,000 

$26,000 

Linn 

12,761 

1 

$3,000 

$10,000 

$13,000 

Livingston 

15,195 

1 

$3,000 

$10,000 

$13,000 
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McDonald 

23,083 

1 

$3,000 

$10,000 

$13,000 

Macon 

15,566 

1 

$3,000 

$10,000 

$13,000 

Madison 

12,226 

1 

$3,000 

$10,000 

$13,000 

Maries 

9,176 

1 

$3,000 

$10,000 

$13,000 

Marion 

28,781 

1 

$3,000 

$10,000 

$13,000 

Mercer 

3,785 

1 

$3,000 

$10,000 

$13,000 

Miller 

24,748 

1 

$3,000 

$10,000 

$13,000 

Mississippi 

14,358 

1 

$3,000 

$10,000 

$13,000 

Moniteau 

15,607 

1 

$3,000 

$10,000 

$13,000 

Monroe 

8,840 

1 

$3,000 

$10,000 

$13,000 

Montgomery 

12,236 

1 

$3,000 

$10,000 

$13,000 

Morgan 

20,565 

1 

$3,000 

$10,000 

$13,000 

New  Madrid 

18,956 

1 

$3,000 

$10,000 

$13,000 

Newton 

58,114 

2 

$6,000 

$20,000 

$26,000 

Nodaway 

23,370 

1 

$3,000 

$10,000 

$13,000 

Oregon 

10,881 

1 

$3,000 

$10,000 

$13,000 

Osage 

13,878 

1 

$3,000 

$10,000 

$13,000 

Ozark 

9,723 

1 

$3,000 

$10,000 

$13,000 

Pemiscot 

18,296 

1 

$3,000 

$10,000 

$13,000 

Perry 

18,971 

1 

$3,000 

$10,000 

$13,000 

Pettis 

42,201 

2 

$6,000 

$20,000 

$26,000 

Phelps 

45,156 

2 

$6,000 

$20,000 

$26,000 

Pike 

18,516 

1 

$3,000 

$10,000 

$13,000 

Platte 

89,322 

3 

$9,000 

$30,000 

$39,000 

Polk 

31,137 

2 

$6,000 

$20,000 

$26,000 

Pulaski 

52,274 

2 

$6,000 

$20,000 

$26,000 

Putnam 

4,979 

1 

$3,000 

$10,000 

$13,000 

Ralls 

10,167 

1 

$3,000 

$10,000 

$13,000 

Randolph 

25,414 

1 

$3,000 

$10,000 

$13,000 

Ray 

23,494 

1 

$3,000 

$10,000 

$13,000 

Reynolds 

6,696 

1 

$3,000 

$10,000 

$13,000 

Ripley 

14,100 

1 

$3,000 

$10,000 

$13,000 

St.  Charles 

360,485 

13 

$39,000 

$130,000 

$169,000 

St.  Clair 

9,805 

1 

$3,000 

$10,000 

$13,000 

Ste.  Genevieve 

18,145 

1 

$3,000 

$10,000 

$13,000 

St.  Francois 

65,359 

3 

$9,000 

$30,000 

$39,000 

St.  Louis 

998,954 

34 

$102,000 

$340,000 

$442,000 

Saline 

23,370 

1 

$3,000 

$10,000 

$13,000 

Schuyler 

4,431 

1 

$3,000 

$10,000 

$13,000 

Scotland 

4,843 

1 

$3,000 

$10,000 

$13,000 

Scott 

39,191 

2 

$6,000 

$20,000 

$26,000 

Shannon 

8,441 

1 

$3,000 

$10,000 

$13,000 

Shelby 

6,373 

1 

$3,000 

$10,000 

$13,000 

Stoddard 

29,968 

1 

$3,000 

$10,000 

$13,000 

Stone 

32,202 

2 

$6,000 

$20,000 

$26,000 

Sullivan 

6,714 

1 

$3,000 

$10,000 

$13,000 

Taney 

51,675 

2 

$6,000 

$20,000 

$26,000 
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Texas 

26,008 

1 

$3,000 

$10,000 

$13,000 

Vernon 

21,159 

1 

$3,000 

$10,000 

$13,000 

Warren 

32,513 

2 

$6,000 

$20,000 

$26,000 

Washington 

25,195 

1 

$3,000 

$10,000 

$13,000 

Wayne 

13,521 

1 

$3,000 

$10,000 

$13,000 

Webster 

36,202 

2 

$6,000 

$20,000 

$26,000 

Worth 

2,171 

1 

$3,000 

$10,000 

$13,000 

Wright 

18,815 

1 

$3,000 

$10,000 

$13,000 

St.  Louis  city 

319,294 

11 

$33,000 

$110,000 

$143,000 

Missouri 

5,988,927 

262 

$786,000 

$2,620,000 

$3,406,000 

Source:  Census  2000  - SF1  and  201 0 P.L.  94-171 

From  Missouri  Office  of  Administration-Division  of  Budget  and  Planning  website 

Flowever,  it  is  possible  that  every  county  may  not  limit  the  number  of  medical  marijuana  dispensary 
facilities.  In  addition,  such  a facility  may  not  open  in  every  county  due  to  the  small  number  of  inhabitants 
and  the  economics  of  businesses  being  viable  in  a small  market.  Missouri  has  1 14  counties  plus  the  City 
of  St.  Louis.  Table  6 shows  the  amount  of  revenue  generated  by  size  of  county.  There  are  26  counties 
with  less  than  1 0,000  in  population.  There  are  1 8 counties  with  a population  between  1 0,000  and  1 5,000. 
Table  6 shows  that  if  no  dispensary  opened  in  counties  with  populations  less  than  15,000  in  population 
the  revenue  generated  would  still  be  $2.8  million.  That  amounts  to  a loss  of  $572,000  which  is  17%  of 
the  revenue  while  losing  38%  of  the  counties.  Given  experiences  in  other  states  it  is  unlikely  that  44 
counties  will  not  have  a medical  marijuana  dispensary.  In  addition,  this  assumption  would  mean  that  26 
of  the  44  counties  north  of  the  Missouri  River  would  be  unserved,  thus  wide  swaths  of  northern  Missouri 
would  be  without  a dispensary.  The  same  would  be  true  of  a large  area  in  southeast  Missouri. 

Given  the  grouping  of  small  counties  in  northern  and  southern  Missouri  it  is  likely  that  regional 
dispensaries  serving  multiple  counties  will  attempt  to  operate  to  serve  any  local  demand.  For  example, 
one  or  several  regional  dispensaries  might  serve  a combination  of  counties  grouped  in  northwest  Missouri 
(Worth,  Gentry,  Dekalb,  Harrison,  Daviess  counties)  or  southeast  Missouri  (Shannon,  Oregon,  Reynolds, 
Carter,  Ripley,  Iron,  Wayne  counties).  The  success  of  the  regional  dispensaries  will  be  more  difficult  and 
it  will  likely  require  several  years  of  experience  before  the  number  of  dispensaries  in  small  counties 
settles  into  a long-term  supportable  number. 

Table  6 - Revenue  from  Medical  Marijuana  Dispensary  Facilities  by  County  Size 


Missouri  county  populations 

# of 

counties 

% of 
counties 

# of 

dispensaries 

Revenue  from 
dispensary 
application  and 
license  fees 

Less  than  1 0,000  population 

26 

22.6% 

26 

$338,000 

Between  10,000  and  15,000 

18 

15.7% 

18 

$234,000 

Greater  than  15,000 

71 

61 .7% 

218 

$2,834,000 

Total 

115 

1 00.0% 

262 

$3,406,000 
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Another  way  to  look  at  the  number  of  possible  dispensaries  is  to  look  at  the  experience  of  other  states. 
The  states  with  laws  most  similar  to  the  proposed  initiative  petition  are  Oregon  and  Colorado.  A number 
of  the  states  restrict  dispensaries  to  a small  number.  Other  states  have  local  registration,  have  a different 
distribution  structure,  or  are  too  early  in  their  operations  to  have  approved  dispensaries  in  part  or  in  full. 

Missouri's  population  is  larger  than  both  Colorado  and  Oregon.  Table  7 shows  the  U.S.  Census  Bureau's 
population  estimate  for  the  three  states.  Table  7 also  provides  statistics  on  the  need  and  demand  for 
dispensaries  as  measured  by  the  number  of  dispensaries  per  population  and  per  square  mile.  There 
were  515  dispensaries  in  Colorado  in  2015  or  1 for  every  10,400  people  compared  to  Oregon's  345 
dispensaries  with  1 for  every  1 1 ,508  people.  This  is  not  much  difference  in  the  number  of  people  per 
dispensary.  Colorado  has  one  dispensary  per  every  201  square  miles  in  the  state  compared  to  Oregon's 
one  dispensary  per  every  278  square  miles. 

Based  on  Missouri's  population  it  would  have  between  527  and  583  dispensaries  if  it  has  Oregon  or 
Colorado  levels  of  dispensaries  per  person.  Based  on  Missouri  square  miles  it  would  have  between  248 
and  343  dispensaries.  If  Missouri  experience  is  at  the  mid-point  of  the  Oregon  and  Colorado 
dispensaries  per  square  mile  it  would  have  287  dispensaries.  This  calculation  produces  about  ten 
percent  more  dispensaries  as  Table  5 which  calculates  262  dispensaries  assuming  that  each  county  will 
set  a limit  as  provided  by  the  proposed  petition. 


TABLE  7 - Estimating  Missouri  dispensaries  from  Colorado  and  Oregon  dispensaries 


Missouri  Estimates 

Colorado 

Oregon 

at 

Colorado 

level 

at  Oregon 
level 

if  mid-point 

Estimated  2014  population 
by  U.S.  Census  Bureau 

5,355,866 

3,970,239 

6,063,589 

6,063,589 

6,063,589 

Square  miles  in  state 

103,718 

95,997 

68,886 

68,886 

68,886 

1 dispensary  per  # 
population 

10,400 

11,508 

10,400 

11,508 

10,954 

# of  dispensaries  - 2015 

515 

345 

583 

527 

554 

1 dispensary  per  # sq.  miles 

201 

278 

201 

278 

240 

# of  dispensaries  - 2015 

515 

345 

343 

248 

287 

The  estimate  in  Table  8 below  assumes  that  action  by  the  counties  limits  the  Department  of  Health  and 
Senior  Services  (DHSS)  to  approving  262  Medical  Marijuana  Dispensary  Facilities,  the  minimum  number 
allowed  under  the  proposal.  Table  8 assumes  that: 

• Given  the  economics  of  operating  in  small  counties  with  limited  demand,  it  is  assumed  that 
dispensaries  will  only  operate  in  counties  with  more  than  1 5,000  in  population.  A total  of  21 8 
dispensaries  will  operate  under  this  assumption.  While  it  is  likely  that  regional  dispensaries  will 
provide  service  to  multiple  counties,  the  assumption  below  is  conservative  and  discounts  this 
possibility. 

• In  addition,  the  possible  operators  of  Medical  Marijuana-Dispensary  Facilities  will  want  to  ramp  up 
their  activities  along  a timeline  that  correlates  with  the  operation  of  the  Medical  Marijuana 
Cultivation  Faculties  and  Medical  Marijuana-Infused  Product  Facilities.  Given  the  time  needed  for 
dispensary  construction  and  preparation  Table  8 assumes  a that  one-half  of  the  218  dispensaries 


12 


will  apply  for  licenses  in  FY  2017  with  the  remainder  in  FY  2018.  The  DFISS  could  wait  until  the 
last  date  allowed  for  it  to  accept  applications  which  is  late  in  the  fiscal  year  - May  7,  201 7. 

• Application  fees  are  assumed  for  218  licenses.  Since  application  fees  are  non-refundable  an 
additional  $3,000  will  be  collected  from  any  applicant  that  is  ultimately  refused  a license.  For 
example,  a 10%  or  25%  refusal  rate  would  mean  23  to  73  applications  would  pay  the  $3,000  non- 
refundable  fee  yet  be  rejected  which  would  generate  an  additional  $69,000  or  $219,000 
respectively  not  calculated  into  this  revenue  estimate. 

• DHSS  will  first  collect  the  non-refundable  application  fee.  It  is  assumed  the  license  fee  will  be 
collected  later  at  the  time  of  DHSS  approval  in  order  to  limit  the  number  of  refunds  that  would 
need  to  be  processed  to  rejected  applicants. 

• No  license  revenue  will  occur  until  FY  2018  since  DHSS  is  not  required  to  issue  any  licenses  until 
October  2017. 

• No  license  fees  are  assumed  for  the  annual  license  fee  required  for  the  second  year  of  the 
license  which  will  occur  in  FY  2019  for  licenses  first  issued  in  2018. 

The  total  revenue  in  applicant  and  licenses  fees  generated  in  FY  201 7 and  FY  201 8 shown  in  Table  8 
from  the  218  facilities  is  $2,834,000  including: 

• $327,000  in  FY  201 7,  and 

• $2,507,000  in  FY  201 8. 

Table  8 - Minimum  Medical  Marijuana  Dispensary  Facilities 


Assumptions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications  to 
be  allowed  no 
later  than  5/7/17 

Applications 
open  all  year 

% of  applications  submitted 
assuming  minimal  number 
approved  by  DHSS 

50.0% 

50.0% 

100.0% 

Total  applications  assuming 
minimal  number  approved  by  DHSS 

109 

109 

218 

Total  licenses  approved  by  DHSS 

0 

218 

218 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

One-time  non-refundable  fee  of 
$3,000 

$327,000 

$327,000 

$654,000 

First  year  license  fee  of  $10,000  - 
good  for  3 years 

$0 

$2,180,000 

$2,180,000 

Total  fees  and  licenses  at  minimum 
# of  licensees 

$327,000 

$2,507,000 

$2,834,000 
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Patient  identification  cards  and  caregiver  cards 


The  proposal  requires  that  the  Department  of  Health  and  Senior  Services  issue  identification  cards  for 
qualifying  patients,  primary  caregivers,  and  qualifying  patient  cultivation.  No  limit  is  established  on  the 
number  of  such  cards  that  can  be  issued.  However,  a qualifying  medical  condition  must  be  present  as 
certified  in  accordance  with  the  procedures  outlined  in  the  proposal. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraphs  3(1 7)  and  3(1 8)  of  the  proposal 
to  charge  a $25  fee  per  year  per  card.  The  $25  card  fee  shall  be  increased  or  decreased  by  the 
percentage  of  increase  or  decrease  in  the  Consumer  Price  Index  calculated  from  the  end  of  the  previous 
calendar  year. 

In  the  medical  marijuana  fiscal  notes  prepared  for  bills  considered  by  the  Missouri  General  Assembly  over 
the  past  three  years,  the  Department  of  Health  and  Senior  Services  has  used  Oregon's  experience  with 
patient  identification  cards  and  caregiver  cards  as  a basis  to  estimate  what  might  occur  in  Missouri. 

DHSS  indicated  that  Oregon  had  similar  language  to  that  being  considered  and  the  data  was  available. 
The  states  with  laws  most  similar  to  the  proposed  initiative  petition  are  Oregon  and  Colorado. 

Qualifying  patient  cards 

Table  9 provides  information  on  the  number  of  qualifying  patient  cards  as  of  the  end  of  FY  2014  and  FY 
2015  from  each  state.  In  both  years  Colorado  had  about  1 1 3,500  cards  which  amounted  to  2.1%  of  the 
population.  In  Oregon  the  number  of  cards  grew  from  64,838  to  72,51 7 with  a very  slightly  lower  percent 
of  the  population  of  1 .8%  in  FY  201 5.  Missouri's  population  is  larger  than  both  Colorado  and  Oregon. 

Based  on  the  U.S.  Census  Bureau's  population  estimates  for  the  three  states  if  the  Missouri  experience 
is: 

• at  Colorado's  level  we  will  have  1 27,335  qualifying  patient  cards. 

• at  Oregon's  level  we  will  have  103,081  qualifying  patient  cards 

• at  the  mid-point  of  the  Oregon  and  Colorado  we  would  have  1 1 5,208  cards 


TABLE  9 - Missouri  Estimates  of  Qualifying  Patients  from  Colorado  and  Oregon  Experience 


Colorado 

Oregon 

Missouri  Estimates 

2014 

2015 

2014 

2015 

at 

Colorado 

level 

at 

Oregon 

level 

if  mid- 
point 

Estimated  2014  population 
by  U.S.  Census  Bureau 

5,355,866 

5,355,866 

3,970,239 

3,970,239 

6,063,589 

6,063,589 

6,063,589 

# of  qualifying  patient  cards 

113,506 

113,585 

64,838 

72,517 

127,335 

103,081 

115,208 

% of  population 

2.1% 

2.1% 

1.6% 

1.8% 

2.1% 

1.7% 

1.9% 
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In  the  medical  marijuana  fiscal  notes  for  bills  considered  by  the  General  Assembly  the  DHSS  also  made 
an  adjustment  upward  in  its  estimate  on  the  number  of  qualifying  patient  cards.  For  example,  in  the  fiscal 
note  for  HB  490  (201 5 session)  the  DHSS  assumed  that  the  number  of  Missouri  cards  would  be  higher 
because  the  rates  of  chronic  diseases  are  generally  higher  than  those  in  Oregon.  DHSS  estimated  25% 
more  applicants  in  Missouri  as  a result  of  that  assumption. 

Table  10  looks  at  the  reasonableness  of  the  extra  25%  in  applicants  by  reviewing  the  specific  rates  of 
cancer,  HIV,  and  obesity  (as  an  indicator  of  overall  chronic  disease)  since  they  are  among  the  items  that 
would  likely  generate  qualifying  conditions  under  the  proposed  petition.  Missouri's  rate  for  each  of  the 
four  conditions  is  higher,  and  sometimes  substantially  higher,  than  Colorado  and  Oregon.  For  example, 
Missouri's  cancer  rate  is  6.7%  higher  than  Oregon  and  1 1.1%  higher  than  Colorado.  Similarly,  Missouri's 
obesity  rate  is  8.2%  higher  than  Oregon's  and  41 .8%  higher  than  Colorado's  rate. 

Table  10  - Chronic  Disease  Rates  in  Colorado,  Oregon,  and  Missouri 


Cancer  rate 

Diabetes  rate 

Obesity  rate 

HIV  rate 

Colorado 

405.5 

3.6 

21.3 

7.5 

Oregon 

422.2 

4.7 

27.9 

6.9 

Missouri 

450.6 

5.2 

30.2 

9.6 

MO  difference  from  other  state 

% Difference  from  Colorado 

11.1% 

44.4% 

41.8% 

28.0% 

% Difference  from  Oregon 

6.7% 

10.6% 

8.2% 

39.1% 

The  data  in  Table  10  appears  to  corroborate  the  DHSS  assumption  that  Missouri  will  have  25%  more 
applicants  based  on  a higher  level  of  chronic  diseases.  The  following  fiscal  analysis  will  accept  and  use 
the  additional  25%  in  its  identification  card  calculations.  Table  11  estimates  that  there  will  be  144,010 
patient  and  caregiver  cards  issued  as  a result  of  the  proposed  petition. 

Table  11  - Estimated  Qualifying  Patient  Cards 


Qualifying  Patient  cards  calculated  at  1 .9%  of  population 
(mid-point  between  Colorado's  2.1%  and  Oregon's  1.7%) 

115,208 

Chronic  disease  factor  boost  (25%  based  on  DHSS 
assumption  and  data  in  Table  10) 

25.0% 

Number  of  qualifying  patient  cards  to  be  issued 

144,010 
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Caregiver  cards 

DHSS  is  also  responsible  for  issuing  Primary  Caregiver  identification  cards  under  the  provisions  of  the 
initiative  petition.  In  its  fiscal  note  on  medical  marijuana  legislation  considered  by  the  General  Assembly 
the  DHSS  used  Oregon's  experience  as  a model  for  its  estimate  due  to  the  similar  mandatory  registration 
provisions.  The  DHSS  used  the  number  of  caregivers  and  adjusted  for  Missouri's  larger  population  and 
then  adjusted  upward  by  a factor  of  25%  due  to  Missouri's  higher  chronic  disease  levels.  These  are  the 
same  adjustment  factors  used  for  qualifying  patients  by  DHSS. 

Tables  12  and  13  use  information  from  Oregon  to  estimate  the  number  of  Missouri  caregiver  identification 
cards.  Table  1 2 shows  that  the  number  of  Oregon  caregiver  cards  in  201 4 and  201 5 amounted  to  about 
0.9%  of  its  population.  Adjusting  for  Missouri's  larger  population  would  produce  an  estimated  54,572 
Missouri  caregiver  cards.  Further  adjusting  for  Missouri's  higher  chronic  disease  levels,  as  done 
previously  by  DHSS,  would  result  in  68,215  caregiver  cards. 

Table  12 

Missouri  Caregiver  Cards  using  Oregon  Rate  plus  Chronic  Disease  adjustment 


Oregon 

2014 

Oregon 

2015 

Missouri 
estimate  if 
at  Oregon 
rate 

Missouri 
estimate  with 
25%  adjustment 
for  chronic 
disease  levels 

Estimated  2014  population  by 
U.S.  Census  Bureau 

3,970,239 

3,970,239 

6,063,589 

6,063,589 

# of  caregiver  cards 

32,796 

35,864 

54,572 

68,215 

% of  population 

0.8% 

0.9% 

0.9% 

1.1% 

Another  way  to  look  at  the  issue  is  to  look  at  the  rate  of  caregiver  cards  compared  to  the  number  of 
qualifying  patient  cards.  Table  1 3 shows  that  Oregon  caregiver  cards  were  about  50%  of  the  total  of 
qualifying  patient  cards.  Using  the  estimated  number  of  Missouri  qualifying  patient  cards  calculated  in 
Table  1 1 , the  number  of  caregiver  cards  would  total  72,005  if  it  were  50%  of  the  number  of  qualifying 
patient  cards. 


Table  13  - Missouri  Caregiver  cards  based  on  Oregon  Qualifying  Patient  Cards 


Oregon 

2014 

Oregon 

2015 

Missouri 
estimate  at 
Oregon  average 
for  care  givers 

Qualifying  patient  cards 

64,838 

72,517 

144,010 

Caregiver  cards 

32,796 

35,864 

72,005 

Total  Qualifying  patient  and  Caregiver  cards 

97,634 

108,381 

216,015 

% of  caregiver  cards  to  qualifying  patients 

50.6% 

49.5% 

50.0% 

Both  Table  1 2 and  Table  1 3 produce  caregiver  card  numbers  in  approximately  the  same  number.  For 
purposes  of  this  fiscal  note  the  number  of  caregiver  cards  is  70,1 1 0,  the  average  of  the  Table  1 2 and 
Table  1 3 estimates. 
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Summary  of  Fee  Revenue  from  Qualifying  Patient  and  Primary  Caregiver  identification  cards 
Table  14  estimates  the  number  of  patient  and  caregiver  cards  and  the  revenue  generated  in  the  first  two 
years.  DHSS  must  allow  applications  for  identification  cards  by  May  7,  2017.  The  proposal  requires  that 
DHSS  approve  or  deny  applications  within  30  days.  Thus,  the  latest  that  the  first  identification  card  can 
be  issued  is  June  6,  201 7.  Given  the  construction  timeline  for  cultivation  faculties  and  dispensaries  and 
crop  growing  time,  qualifying  patients  and  caregivers  are  likely  to  apply  for  identification  cards  closer  to 
the  time  those  facilities  will  be  completed.  There  are  individuals  that  will  want  to  be  early  in  line  for 
medical  and  legal  reasons.  It  is  assumed  that  one-fourth  of  the  new  applicants  will  come  in  during  the 
first  year.  Half  of  the  qualifying  patients  and  primary  caregivers  will  apply  during  FY  201 8 and  the 
remainder  in  FY  2019.  The  annual  fee  and  renewal  fee  is  $25.  Those  receiving  identification  cards  in  FY 
2017  will  have  to  renew  them  in  FY  2018.  In  its  medical  marijuana  legislative  fiscal  note  the  DHSS 
estimated  that  there  would  be  a two  percent  increase  in  applications  per  year.  This  analysis  does  not 
assume  identification  card  growth  in  the  first  two  years.  The  petition  requires  increases  or  decreases  in 
the  annual  fee  based  on  CPI  changes.  However,  no  inflation/deflation  calculation  is  included  in  this 
analysis. 

Table  14  estimates  that  there  will  be  214,122  qualifying  patient  and  caregiver  cards  issued  in  FY  2017 
and  FY  2018,  including  first  time  participants  and  renewals.  Table  14  estimates  that  $5.4  million  will  be 
collected  in  the  first  two  years  of  the  program  including: 

• $1 .3  million  in  FY  2017 

• $4.0  million  in  FY  2018 
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Table  14  - Fee  Revenue  from  Qualifying  Patient  and  Primary  Caregiver  Cards 


Assumptions 

FY  2017 

FY  2018 

Total 

Application  deadlines 

Applications 
to  be 

allowed  no 
later  than 
5/7/17 

Applications 
open  all 
year 

% of  new  applications  submitted 

25.0% 

50.0% 

75.0% 

Qualifying  patient  identification  cards 

Total  new  applications 

36,003 

72,005 

108,008 

Total  renewal  applications 

36,003 

36,003 

Primary  caregiver  identification  cards 

Total  new  applications 

17,528 

35,055 

52,583 

Total  renewal  applications 

17,528 

17,528 

Total  of  all  applications  for  qualifying  patients  and 
caregivers 

53,531 

160,591 

214,122 

FY  2017 

FY  2018 

Total 

Revenues 

Amount 

Amount 

Amount 

Qualifying  patient  cards 

Annual  fee  of  $25 

$900,075 

$1,800,125 

$2,700,200 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$900,075 

$900,075 

subtotal  qualifying  patient  cards 

$900,075 

$2,700,200 

$3,600,275 

Primary  caregiver  cards 

Annual  fee  of  $25 

$438,200 

$876,375 

$1,314,575 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$438,200 

$438,200 

subtotal  primary  caregiver  cards 

$438,200 

$1,314,575 

$1,752,775 

Total  qualifying  patient  and  primary  caregiver  card  revenue 

Annual  fee  of  $25 

$1,338,275 

$2,676,500 

$4,014,775 

First  renewal  fee  for  those  approved  in  FY  2017 

$0 

$1,338,275 

$1,338,275 

Total  application  fee  revenue 

$1,338,275 

$4,014,775 

$5,353,050 
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Qualifying  Patient  Cultivation  Cards 

The  proposal  requires  that  the  Department  of  Health  and  Senior  Services  issue  identification  cards  for 
qualifying  patient  cultivation.  No  limit  is  established  on  the  number  of  such  cards  that  can  be  issued. 
DHSS  must  allow  applications  for  qualifying  patient  cultivation  identification  cards  by  May  7,  2017.  The 
proposal  requires  that  DHSS  approve  or  deny  applications  within  30  days.  Thus,  the  latest  that  the  first 
identification  card  can  be  issued  is  June  6,  201 7,  assuming  that  it  receives  any  such  applications. 

The  Department  of  Health  and  Senior  Services  is  required  by  paragraphs  3(1 7)  and  3(1 8)  of  the  proposal 
to  charge  a $25  fee  per  year  per  card.  The  $25  card  fee  shall  be  increased  or  decreased  by  the 
percentage  of  increase  or  decrease  in  the  Consumer  Price  Index  calculated  from  the  end  of  the  previous 
calendar  year. 

The  states  allowing  the  use  of  medical  marijuana  have  varying  provisions  for  cultivation  by  patients,  if  it  is 
allowed  at  all.  Thus,  estimating  the  total  number  of  patient  cultivation  cards  using  other  state  data  is  more 
difficult.  In  addition,  paragraph  7(10)  of  the  proposal  requires  that  "all  patient  cultivation  shall  take  place 
in  an  enclosed,  locked  facility  that  is  equipped  with  security  devices  that  permit  access  only  by  the 
qualifying  patient  or  by  such  patient's  primary  caregiver." 

This  analysis  assumes  that  given  the  construction  timeline  for  cultivation  faculties  and  dispensaries  and 
crop  growing  time,  the  earliest  sales  of  medical  marijuana  will  take  place  in  October  2017.  The  cost  to 
qualifying  patients  or  their  caregivers  of  the  security  upgrades  or  construction  of  the  enclosed,  locked 
facility  required  by  paragraph  7(1 0)  will  substantially  diminish  the  number  of  patient  cultivators  initially. 
Qualifying  patients  are  more  likely  to  first  use  product  purchased  from  dispensaries  to  determine  the 
efficacy  of  medical  marijuana  in  treating  their  qualifying  medical  condition.  Only  after  determining  the 
treatment's  efficacy  will  patients  consider  paying  for  the  security  and  facility  required  by  paragraph  7(1 0). 
Paragraph  3(d)  requires  the  DHSS  to  establish  a seed-to-sale  tracking  system  that  in  effect  requires  the 
qualifying  patients  or  their  caregivers  to  obtain  their  cultivation  plants  from  the  Medical  Marijuana 
Dispensary  Facilities. 

Table  1 5 assumes  that  1 5%  of  the  qualifying  patients  will  apply  for  patient  cultivation  identification  cards. 

It  is  assumed  that  those  qualifying  patients  will  use  medical  marijuana  from  medical  marijuana  dispensary 
facilities  for  six  months  before  moving  to  patient  cultivation  and  incurring  the  required  security  and  facility 
costs  required  in  the  proposal.  The  first  patient  cultivation  card  is  assumed  to  be  issued  in  March  2018, 
six  months  after  the  first  dispensary  sale.  Table  1 5 assumes  that  the  patient  cultivation  cards  will  be 
issued  and  phased-in  over  a 1 6 month  period  from  March  201 8 to  June  201 9.  A total  of  1 ,350  patient 
cultivation  cards  per  month  results  in  5,400  patient  cultivation  cards  issued  in  FY  201 8 producing  revenue 
of  $135,000. 


Table  15  - Qualifying  Patient  Cultivation  Cards 


# patient  cultivation  cards  issued  per  month 

1,350 

# months  issued  (March  to  June  2018) 

4 

# cultivation  cards  issued  in  FY  2018 

5,400 

Missouri  fee 

$25 

Total  FY  2018  revenue 

$135,000 
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Tax  Revenues 

Colorado  and  Oregon  have  been  used  throughout  this  analysis  as  the  benchmark  states  for  comparison 
to  Missouri's  possible  experience.  Oregon  does  not  tax  medical  marijuana  sales  so  it  has  no  data  that 
can  be  used  to  help  estimate  Missouri  sales.  Table  1 6 shows  that  Colorado  state  tax  collections  for 
medical  marijuana  was  $1 0.6  million  in  FY  201 4 and  $1 0.4  million  in  FY  201 5.  Colorado  taxes  medical 
marijuana  at  2.9%  and  has  explicit  accounting  of  those  revenues  on  its  website.  To  generate  $1 0.4 
million  in  FY  201 5 with  a 2.9%  sales  tax  the  economic  value  that  was  taxed  would  need  to  be  $358.9 
million.  This  computes  to  $3,1 60  per  cardholder  per  year  or  $263  per  month  per  cardholder.  Multiplying 
the  estimated  144,010  Missouri  qualifying  patient  cardholders  times  $3,160  per  month  would  produce  a 
market  of  $455.1  million  in  Missouri  economic  value. 


Table  16  - Colorado  Taxes  and  Economic  Activity  for  Medical  Marijuana 


Colorado 

2014 

Colorado 

2015 

State  tax  revenue  collected  from  medical  marijuana 

$10,562,577 

$10,409,340 

Colorado  Sales  Tax  Rate 

2.9% 

2.9% 

Implied  economic  value  taxed  in  Colorado  sales 

$364,226,793 

$358,942,759 

Colorado  Patient  and  care  giver  cards 

113,506 

113,585 

$ per  Colorado  identification  cardholder  for  year 

$3,209 

$3,160 

$ per  Colorado  identification  cardholder  for  month 

$267 

$263 

Estimated  Missouri  qualifying  patient  cardholders  (Table  11) 

144,010 

144,010 

Implied  economic  value  tax  in  Missouri  sales  at  same  $ per 
Colorado  identification  cardholder 

$462,128,090 

$455,071,600 

Table  17  builds  from  the  estimate  of  likely  Missouri  qualifying  patients  and  caregivers  to  calculate  the 
likely  tax  revenue.  The  assumptions  in  Table  1 7 include: 

• 144,01 0 qualifying  patients  as  calculated  in  Table  1 1 . 

• A phase-in  of  applicants  and  identification  cards  issued  as  calculated  in  Table  14.  The  FY  2018 
applicants  are  phased-in  at  a standard  monthly  rate  of  6,000  per  month. 

• October  201 7 is  the  earliest  that  medical  marijuana  will  be  purchased.  Nine  months  of 
purchasing  in  FY  2018  will  be  possible  for  60,003  qualifying  patients  (36,003  with  FY  2017  issued 
identification  cards  and  24,000  for  the  July  through  October  201 7 cards  issued  in  FY  201 8).  The 
remaining  FY  201 8 patients  will  only  be  able  to  purchase  for  the  number  of  months  left  in  the 
fiscal  year  based  on  the  month  their  card  is  issued.  The  remaining  25%  of  qualifying  patients  will 
not  start  purchasing  until  they  get  their  identification  cards  in  FY  201 9. 

• A $265  per  month,  $3,180  per  year,  purchase  of  medical  marijuana  based  on  Colorado's 
experience.  The  State  of  Arizona  in  its  FY  2014  Annual  Report  on  Medical  Marijuana  used  an 
estimate  of  $350  price  per  ounce.  Arizona  estimated  that  its  1 .4  million  transactions  were  worth 
$112  million  in  revenue. 

• A 4%  sales  tax  going  to  the  Missouri  Veterans'  Health  and  Care  Fund. 

• Paragraph  4(4)  of  the  proposal  states  that  the  4%  sales  tax  for  Veterans  is  in  addition  to  any 
other  state  general  or  local  sales  tax.  The  State's  other  sales  taxes  amount  to  4.225%  including 
3%  GR,  1%  Prop  C for  K-12,  0.1 25%  for  Conservation,  0.1%  for  Parks/Soils. 

Based  on  these  assumptions  Table  1 7 shows  sales  tax  revenues  of  $1 6.5  million  in  total.  The  following 
amounts  would  go  to  state  funds  in  FY  201 7 and  FY  201 8. 

• Missouri  Veterans'  Health  and  Care  Fund  - $8.0  million 
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• General  Revenue  - $6.0  million 

• Prop  C - $2.0  million 

• Conservation  - $0.25  million 

• Parks/Soils  - $0.2  million 

Table  17  - Missouri  Tax  Revenue  Estimate 


AssumDtions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/1 7 

Applications 
open  all  year 

Total  new  applications  for  identification  cards 

36,003 

72,005 

108,008 

Total  renewal  applications  for  identification  cards 

36,003 

36,003 

$ per  cardholder  for  month 

$265 

$265 

Number  of  months  of  purchases  for  FY  201 7 applicants 

0 

9 

Number  of  months  of  purchases  for  FY  201 8 applicants  (net 
effective  for  monthly  phase-in) 

0 

6 

FY  2017 

FY  2018 

Total 

Value  of  sales  taxed 

Amount 

Amount 

Amount 

Value  of  sales  made  to  FY  201 7 applicants 

$0 

$85,867,155 

$85,867,155 

Value  of  sales  made  to  FY  201 8 applicants 

$0 

$114,487,950 

$114,487,950 

Total  value  of  sales  made  to  applicants 

$0 

$200,355,105 

$200,355,105 

SALES  TAX  COLLECTIONS 

Missouri  Veterans'  Health  and  Care  Fund 

Amount 

Amount 

Amount 

Proposed  Missouri  sales  tax  rate  on  Medical  Marijuana 

4.0% 

4.0% 

4.0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$3,434,686 

$3,434,686 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$4,579,518 

$4,579,518 

subtotal  tax  revenue 

$0 

$8,014,204 

$8,014,204 

General  Revenue 

Amount 

Amount 

Amount 

GR  statutory  sales  tax  rate  on  Medical  Marijuana 

3.0% 

3.0% 

3.0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$2,576,015 

$2,576,015 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$3,434,639 

$3,434,639 

subtotal  tax  revenue 

$0 

$6,010,653 

$6,010,653 

Prop  C 

Amount 

Amount 

Amount 

Prop  C sales  tax  rate  on  Medical  Marijuana 

1 .0% 

1 .0% 

1 .0% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$858,672 

$858,672 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$1,144,880 

$1,144,880 

subtotal  tax  revenue 

$0 

$2,003,551 

$2,003,551 
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Conservation 

Amount 

Amount 

Amount 

Conservation  sales  tax  rate  on  Medical  Marijuana 

0.125% 

0.125% 

0.125% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$107,334 

$107,334 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$143,110 

$143,110 

subtotal  tax  revenue 

$0 

$250,444 

$250,444 

Parks  and  Soils 

Amount 

Amount 

Amount 

Parks  and  Soils  sales  tax  rate  on  Medical  Marijuana 

0.10% 

0.10% 

0.10% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$85,867 

$85,867 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$114,488 

$114,488 

subtotal  tax  revenue 

$0 

$200,355 

$200,355 

Total  State  Funds 

Amount 

Amount 

Amount 

All  state  funds  sales  tax  rate  on  Medical  Marijuana 

8.225% 

8.225% 

8.225% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$7,062,573 

$7,062,573 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$9,416,634 

$9,416,634 

Total  State  Tax  Revenue 

$0 

$16,479,207 

$16,479,207 
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Local  Revenue  and  Costs  for  Medical  Marijuana  bills  filed  in  past  three  legislative  sessions 

Six  of  the  seven  medical  marijuana  bills  have  completed  fiscal  notes  for  some  version  of  the  bill.  Local 
costs  identified  in  the  various  fiscal  notes  prepared  by  the  Oversight  Division  are  very  low. 

Table  18  estimates  the  local  tax  revenue  generated  as  a result  of  the  proposed  petition.  The  table  uses 
the  same  methodology  as  used  in  Table  17  in  estimating  state  tax  revenue.  The  Oversight  Division  uses 
a 3.88%  local  sales  tax  rate  for  its  estimates  in  fiscal  notes.  That  assumption  is  adopted  here  as  well. 
Using  this  methodology  results  in  an  estimate  of  $1 0 million  in  local  sales  tax  revenue  in  FY  201 8. 

Table  18  - Missouri  Local  Tax  Revenue  Estimate 


AssumDtions 

FY  2017 

FY  2018 

Total 

Date  of  applications 

Applications 
to  be  allowed 
no  later  than 
5/7/1 7 

Applications 
open  all  year 

Total  new  applications  for  identification  cards 

36,003 

72,005 

108,008 

Total  renewal  applications  for  identification  cards 

36,003 

36,003 

$ per  cardholder  for  month 

$265 

$265 

Number  of  months  of  purchases  for  FY  201 7 applicants 

0 

9 

Number  of  months  of  purchases  for  FY  201 8 applicants  (net 
effective  for  monthly  phase-in) 

0 

6 

FY  2017 

FY  2018 

Total 

Value  of  sales  taxed 

Amount 

Amount 

Amount 

Value  of  sales  made  to  FY  201 7 applicants 

$0 

$85,867,155 

$85,867,155 

Value  of  sales  made  to  FY  2018  applicants 

$0 

$114,487,950 

$114,487,950 

Total  value  of  sales  made  to  applicants 

$0 

$200,355,105 

$200,355,105 

SALES  TAX  COLLECTIONS 

Local  Sales  Taxes 

Amount 

Amount 

Amount 

Average  sales  tax  rate  used  by  Legislature's  Oversight 
Division  for  Local  Sales  Taxes 

3.88% 

3.88% 

3.88% 

Sales  tax  revenue  from  FY  201 7 applicants 

$0 

$3,331 ,646 

$3,331,646 

Sales  tax  revenue  from  FY  201 8 applicants 

$0 

$4,442,132 

$4,442,132 

subtotal  local  tax  revenue 

$0 

$7,773,778 

$7,773,778 
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In  several  instances  the  fiscal  note  indicates  that  anticipated  income  exceeds  anticipated  costs.  A 
summary  of  the  Oversight  Division's  fiscal  notes  is  shown  in  Table  1 9:  More  detailed  information  about 
those  fiscal  notes  is  outlined  below.  However,  the  local  sales  tax  revenues  that  are  estimated  in  Table  1 8 
far  outweigh  the  minor  costs  identified. 


Table  19 

MISSOURI  MEDICAL  MARIJUANA  LEGISLATION 
SUMMARY  OF  LOCAL  COSTS 
OVERSIGHT  DIVISION  FISCAL  NOTES 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Local 

Revenues 

Local 

Costs 

Local 
Net  Effect 

2015 

SB  395 

Could  exceed 
$787,160 

Unknown 

Could  exceed 
$787,160 

2015 

HB  490 

$0 

Could  exceed 
($310,320) 

Could  exceed 
($310,320) 

2015 

HB  800 

Could  exceed 
$787,160 

Unknown  to 
greater  than 
($310,320) 

Could  exceed 
$787,1 60  to 
Unknown  to 
greater  than 
($204,600) 

2015 

HB  930 

Unknown 

Greater  than 
($310,320) 

Unknown  to 
greater  than 
($310,320) 

2014 

SB  951 

$0  or  unknown 

None  identified 

$0  or  unknown 

2014 

HB 1324 

$0 

$0 

$0 

2013 

HB  688 

N/A 

N/A 

N/A 

• The  Oversight  Division  reported  that  a number  of  local  entities  said  one  or  more  of  the  various 
proposals  would  have  no  cost  to  them,  would  have  a limited  impact  if  any,  or  the  minor  costs 
could  be  absorbed  within  current  budget. 

> Law  enforcement  - Springfield  Police  Department , Columbia  Police  Department,  and  the 
Jefferson  City  Police  Department,  Cole  County  Sheriff  Department 

> Counties  - St.  Louis  County,  Mississippi  County,  and  Callaway  County 

> Cities  - City  of  Kansas  City,  City  of  Columbia,  City  of  Jefferson  City,  City  of  Springfield 

> K-12  Schools  - Carondelet  Leadership  Academy,  Kansas  City  Public  Schools,  Malta  Bend 
School  District,  and  the  Francis  Howell  School  District 

> Higher  Education  - Linn  State  Technical  College,  Metropolitan  Community  College, 
Missouri  Southern  State  University,  Missouri  Western  State  University,  Northwest  Missouri 
State  University,  University  of  Central  Missouri,  and  the  University  of  Missouri 

> Local  Public  Health  Agencies  - Columbia/Boone  County  Department  of  Public  Health  and 
Human  Services,  Harrison  County  Public  Health  Department  and  Hospice,  and  the  City  of 
Independence  Health  Department 

> Fire  districts  - Central  County  Fire  and  Rescue 


• A large  number  of  local  entities  did  not  respond  to  the  Oversight  Division.  The  most  likely  reason 
for  lack  of  response  is  that  they  do  not  anticipate  any  cost. 
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> Law  enforcement  - Boone  County  Sheriffs  Department,  Buchanan  County  Sheriffs 
Department,  Clark  County  Sheriffs  Department,  Cole  County  Sheriff,  Columbia  Police 
Department,  Independence  Police  Department,  Jackson  County  Sheriffs  Department, 
Jefferson  City  Police  Department,  Jefferson  County  91 1 Dispatch,  Platte  County  Sheriffs 
Department,  St.  Charles  Police  Department,  St.  Joseph  Police  Department,  St.  Louis 
County  Police  Department  and  the  St.  Louis  Metropolitan  Police  Department 

> Counties  - Andrew,  Atchison,  Audrain,  Barry,  Bates,  Bollinger,  Boone,  Buchanan, 

Callaway,  Camden,  Cape  Girardeau,  Carroll,  Cass,  Clay,  Cole,  Cooper,  DeKalb,  Dent, 
Franklin,  Greene,  Holt,  Jackson,  Jefferson,  Johnson,  Knox,  Laclede,  Lawrence,  Lincoln, 
Marion,  McDonald,  Miller,  Moniteau,  Monroe,  Montgomery,  New  Madrid,  Nodaway,  Ozark, 
Perry,  Pettis,  Platte,  Pulaski,  Scott,  Shelby,  St.  Charles,  St.  Louis,  St.  Francois,  Taney, 
Warren,  Wayne,  and  Worth 

> Cities  - Ashland,  Belton,  Bernie,  Bonne  Terre,  Boonville,  California,  Cape  Girardeau, 
Clayton,  Columbia,  Dardenne  Prairie,  Excelsior  Springs,  Florissant,  Frontenac,  Fulton, 
Gladstone,  Grandview,  Harrisonville,  Independence,  Jefferson  City,  Joplin,  Kearney,  Knob 
Noster,  Ladue,  Lake  Ozark,  Lebanon,  Lee  Summit,  Liberty,  Louisiana,  Maryland  Heights, 
Maryville,  Mexico,  Monett,  Neosho,  O’Fallon,  Pacific,  Peculiar,  Pineville,  Popular  Bluff, 
Raytown,  Republic,  Richmond,  Rolla,  Sedalia,  Springfield,  St.  Charles,  St.  Joseph,  St. 
Louis,  St.  Robert,  Sugar  Creek,  Sullivan,  Warrensburg,  Warrenton,  Webb  City,  Weldon 
Spring  and  West  Plains 

> K-12  Schools  - Blue  Springs  Public  Schools,  Branson  Public  Schools,  Carondelet 
Leadership  Academy,  Charleston  R-l  Schools,  Cole  R-l  Schools,  Columbia  Public  Schools, 
Fair  Grove  Schools,  Fulton  Public  School,  Independence  Public  Schools,  Jefferson  City 
Public  Schools,  Kirksville  Public  Schools,  Kirbyville  R-VI  Schools,  Lee  Summit  Public 
Schools,  Malden  R-l  Schools,  Malta  Bend  Schools,  Mexico  Public  Schools,  Monroe  City  R-l 
Schools,  Nixa  Public  Schools,  Parkway  Public  Schools,  Pattonville  Schools,  Raymore- 
Peculiar  R-lll  Schools,  Raytown  School  District,  Sedalia  School  District,  Sikeston  Public 
Schools,  Silex  Public  Schools,  Special  School  District  of  St.  Louis  County,  Spickard  School 
District,  St  Joseph  School  District,  St  Louis  Public  Schools,  St.  Charles  Public  Schools, 
Sullivan  Public  Schools  and  Warren  County  R-lll  School  District 

> Higher  Education  - Crowder  College,  East  Central  Community  College,  Harris-Stowe, 
Jefferson  College,  Lincoln  University,  Moberly  Area  Community  College,  Southeast 
Missouri  State  University,  State  Fair  Community  College,  St.  Charles  Community  College, 
St.  Louis  Community  College,  Three  Rivers  Community  College,  Truman  State  University, 
and  the  University  of  Missouri 

> Local  Public  Health  Agencies  - Audrain  County  Health  Unit,  Cass  County  Health 
Department,  Clay  County  Public  Health  Center,  Henry  County  Health  Center,  Hickory 
County  Health  Department,  Howell  County  Health  Department,  Jefferson  County  Health 
Department,  Linn  County  Health  Department,  McDonald  County  Health  Department, 
Madison  County  Health  Department,  Marion  County  Health  Department,  Miller  County 
Health  Center,  Morgan  County  Health  Center,  Nodaway  County  Health  Center,  Platte 
County  Health  Department,  Polk  County  Health  Center,  Pulaski  County  Health  Center  and 
Home  Health  Agency,  Randolph  County  Health  Department,  Reynolds  County  Health 
Center,  Ripley  County  Health  Center,  Shelby  County  Health  Department,  the  St.  Francois 
County  Health  Center,  the  St.  Joseph  Health  Department  and  the  Taney  County  Health 
Department 

> Fire  districts  - Battlefield  Fire  Protection  District,  Centralia  Fire  Department,  Creve  Couer 
Fire  District,  DeSoto  Rural  Fire  Protection  District,  Eureka  Fire  Protection,  Hawk  Point  Fire 
Protection  District,  Hillsboro  Fire  Protection  District,  Jefferson  County  911  Dispatch,  Lake 
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St.  Louis  Fire  District,  Mehlville  Fire  District,  Nixa  Fire  Protection  District,  Saline  Valley  Fire 
Protection  District  and  the  Southern  Iron  County  Fire  Protection  District 

> Ambulance  districts  - Jefferson  County  91 1 Dispatch,  St.  Charles  County  Ambulance 
District,  Taney  County  Ambulance  District  and  Valle  Ambulance  District 

> Hospitals  - Barton  County  Memorial  Hospital,  Bates  County  Memorial  Hospital,  Cedar 
County  Memorial  Hospital,  Cooper  County  Hospital,  Excelsior  Springs  Medical  Center, 
Putnam  County  Memorial  Hospital,  Washington  County  Memorial  Hospital, 


• Only  one  local  entity  responded  with  a specific  cost  estimate  in  multiple  fiscal  notes.  The  St. 

Louis  County  Police  Department  indicated  that  four  additional  officers  would  be  needed  to 
investigate  possible  diversion  of  medical  marijuana  to  illegal  or  recreational  use. 

• No  entity  responded  with  an  estimate  of  any  inspection  costs  for  marijuana  facilities.  Any 
inspection  costs  of  the  various  medical  marijuana  facilities  would  be  covered  by  local  fees  already 
in  effect  to  support  those  costs  at  the  local  level.  Thus,  there  would  be  no  additional  uncovered 
costs  that  need  to  be  reflected  in  the  fiscal  note  for  this  proposal. 
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Marijuana  bills  filed  in  past  three  legislative  sessions 

The  Missouri  General  Assembly  has  considered  26  bills  during  the  past  three  legislative  session  - 201 5, 
2014,  and  201 3.  A list  of  those  bills  is  provided  in  Table  21  of  this  document  along  with  links  to  the  bill 
summaries  and  the  fiscal  notes.  Fiscal  notes  were  prepared  for  most  but  not  all  of  the  bills.  Only  seven 
of  the  bills  dealt  specifically  with  medical  marijuana  which  are  shown  in  Table  20  below.  The  other  1 9 
bills  dealt  with  other  or  more  expansive  issues  such  as  full  legalization,  decriminalization,  expungement  of 
records,  medical  hemp,  and  industrial  hemp.  This  analysis  will  only  discuss  the  seven  medical  marijuana 
bills. 


Table  20 

MISSOURI  MEDICAL  MARIJUANA  LEGISLATION 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Sponsor 

Subject 

Bill  Summary  Link 

Fiscal  Note  Summary 
Link 

2015 

SB  395 

Holsman-D 

Medical 

Marijuana 

htto://w  ww. senate. mo.ao 
v/1 5info/BTS  Web/Bill. a 

httD://www.moaa.mo.ciov/0 
ve  rSi  q h t/O  ve  r2  0 1 5 1 //f  i sodf  / 

sox?SessionTvoe=R&Bil 

IID=2584380 

1 979-01  N.ORG.odf 

2015 

HB  490 

English-1 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB490&vear=201 5&cod 
e=R 

httD://www.moaa.mo.aov/0 
verSiqht/Over201 51  //fisodf/ 
1 268-01  N.ORG.Ddf 

2015 

HB  800 

Hinson-R 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB800&vear=201 5&cod 
e=R 

httD://www.moqa.mo.qov/0 
verSiqht/Over201 51  //fisodf/ 
1 749-02N.ORG. odf 

2015 

HB  930 

English-1 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB930&vear=201 5&cod 
e=R 

htto://www.moqa.mo.qov/0 
verSiqht/Over201 51 //fisodf/ 
21 09-01  N.ORG.Ddf 

2014 

SB  951 

Holsman-D 

Medical 

Marijuana 

h ttD  ://w  w w . senate,  mo.ao 
v/14info/BTS  Web/Bill. a 

htto://www.moqa.mo.qov/0 
versiqht/OVERI  4/fishtm/41 

sox?SessionTvDe=R&Bil 
IID=31 394939 

58-01  N.ORG.htm 

2014 

HB  1324 

Ellinger-D 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB1 324&vear=201 4&co 
de=R 

htto://www.moqa.mo.qov/0 
versiqht/OVERI  4/fishtm/40 
36-01  N.ORG.htm 

2013 

HB  688 

Colona-D 

Medical 

Marijuana 

http://www.  house,  mo.ao 
v/billsummarv.asDx?bill= 
HB688&vear=201 3&cod 
e=R 

N/A 
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Table  21 

MISSOURI  MARIJUANA  AND  RELATED  LEGISLATION 
2013,  2014,  AND  2015  LEGISLATIVE  SESSIONS 


Session 

Bill 

Sponsor 

Subject 

Bill  Summary  Link 

Fiscal  Note  Summary 
Link 

2015 

SB  395 

Holsman- 

D 

Medical 

Marijuana 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.mo.aov/0 

verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 

IID=2584380 

1 979-01  N.ORG.pdf 

2015 

HB  490 

English-1 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB490&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1 268-01  N.ORG.pdf 

2015 

HB  800 

Hinson-R 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB800&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1749-02N.ORG. Pdf 

2015 

HB  930 

English-1 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB930&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
21 09-01  N.ORG.pdf 

2014 

SB  951 

Holsman- 

D 

Medical 

Marijuana 

http://www.senate.mo.ao 
v/14info/BTS  Web/Bill.a 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/41 

spx?SessionTvpe=R&Bil 
IID=31 394939 

58-01  N.ORG.htm 

2014 

HB 1324 

Ellinger- 

D 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 324&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/40 
36-01  N.ORG.htm 

2013 

HB  688 

Colona-D 

Medical 

Marijuana 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB688&vear=201 3&cod 
e=R 

N/A 

2015 

SB  386 

Keaveny- 

D 

medical  hemp 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.  mo.aov/O 
verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 
1 1 D=250 1 41 8 

0274-1  OP.ORG.pdf 

2015 

HB  1183 

Jones, 

Caleb-R 

medical  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 1 83&vear=201 5&co 
de=R 

http://www.moaa.  mo.aov/O 
verSiaht/Over201 51  //fispdf/ 
2156-03N.ORG.pdf 

2014 

HB  2238 

Jones, 

Caleb-R 

medical  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB2238&vear=201 4&co 
de=R 

http://www.moaa.  mo.aov/O 
versiaht/OVERI  4/fishtm/64 
36-07T.ORG.htm 

2015 

SB  255 

Schaaf-R 

industrial  hemp 

http://www.senate.mo.ao 
v/1 5info/BTS  Web/Bill.a 

http://www.moaa.  mo.aov/O 
verSiaht/Over20151//fisodf/ 

spx?SessionTvpe=R&Bil 
IID=1 226491 

1 398-01  N.ORG.pdf 

2015 

HB  701 

Hinson-R 

industrial  hemp 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB701  &vear=201 5&cod 

N/A 
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e=R 

2015 

HB  830 

Curtman- 

R 

industrial  hemp 

http://www.  house,  mo.  ao 
v/billsummarv.aspx?bill= 
HB830&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1 840-03N.ORG. Ddf 

2014 

HB  2054 

Colona-D 

industrial  hemp 

htto://www. house,  mo. ao 
v/billsummarv.aspx?bill= 
HB2054&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/61 
65-05N.ORG.htm 

2013 

SB  358 

Holsman- 

D 

industrial  hemp 

htto://w  ww. senate. mo.ao 
v/1 3info/BTS  Web/Bill. a 

http://www.moaa.mo.aov/0 
versiaht/OVERI  3/f  ishtm/1 7 

spx?SessionTvpe=R&Bil 
II  D=1 8713094 

48-01  N.ORG.htm 

2015 

HJR  15 

Ellington- 

D 

legalization 

http://www.  house,  mo.ao 
v/billsummarv.aspx?bill= 
HJR1 5&vear=201 5&cod 
e=R 

N/A 

2014 

HJR86 

Ellington- 

D 

legalization 

htto://www. house,  mo.ao 
v/billsummarv.aspx?bill= 
HJR86&vear=201 4&cod 
e=R 

N/A 

2015 

SB  560 

Chappell 

e-Nadal- 

D 

decriminalizes 

h ttp  ://w  w w . senate,  mo.ao 
v/1 5info/BTS  Web/Bill. a 
spx?SessionTvpe=R&Bil 
II  D=4721 672 

N/A 

2015 

HB  978 

Dogan-R 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.asox?bill= 
HB978&vear=201 5&cod 
e=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51  //fispdf/ 
1738-03N.ORG.pdf 

2014 

HB  1325 

Ellinger- 

D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 325&vear=201 4&co 
de=R 

N/A 

2014 

HB  1659 

Kelly-D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 659&vear=201 4&co 
de=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  4/fishtm/53 
45-01  N.ORG.htm 

2013 

HB  51 2 

Ellinger- 

D 

decriminalizes 

http://www.house.mo.ao 
v/billsummarv.asox?bill= 
HB51 2&vear=201 3&cod 
e=R 

http://www.moaa.mo.aov/0 
versiaht/OVERI  3/fishtm/03 
82-01  N.ORG.htm 

2015 

HB  1138 

Rhoads- 

R 

excise  tax 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 1 38&vear=201 5&co 
de=R 

http://www.moaa.mo.aov/0 
verSiaht/Over201 51 //fispdf/ 
2072-03N.ORG.pdf 

2013 

HB  40 

Roorda- 

D 

excise  tax 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB40&vear=201 3&code 
^R 

N/A 

2015 

HB  166 

English-1 

expungement 

http://www.house.mo.ao 
v/billsummarv.aspx?bill= 
HB1 66&vear=201 5&cod 
e=R 

N/A 
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2014 

HB  2234 

Ellington- 

expungement 

http://www.  house,  mo.  qo 

N/A 

D 

v/billsummarv.asDx?bill= 
HB2234&vear=201 4&co 
de=R 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Missouri  Senate,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  and  Metropolitan  Community  College. 

Liscal  Note  Summary 

This  proposal  is  estimated  to  generate  additional  annual  taxes  and  fees  of  $17  million  to  $21 
million  for  state  operating  costs  and  veterans  programs,  $8  million  for  other  state  programs,  and 
$7  million  for  local  governments.  State  operating  costs  will  be  significant.  Additional  local 
government  costs  are  likely. 


JAMES  C.  Kl RKPATRICK 
State  Information  Center 
(573)751  4936 


November  3,  201 5 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

NOV  0 3 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751  2301 

16-  1ST 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  18(2016-133) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  3,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County  _ 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

r~o 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

I_ . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


cjn 

c5 


i 

CO 


, i > 

o 


co 

cn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

<oihcrrihpH  and  sworn  to  before  me  this 

davof 

,A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  rnmmissinn  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

1 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  111  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  111  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2._E  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capital  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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16-153 

calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preced i ng  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electora I performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district- level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In _a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equa  1 ly  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simul ation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

T_Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  1.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  lading  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a m anncr  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normal ized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^Eaeh  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  L_No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as„a 
pa  id  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  W hen  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  emp loyees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  Jhgrebyjgg 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  I n addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  j mprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4,  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defegtof 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  generaj^assgmbly 
or  in  a legislative  committee  in  either  house  of  the  general  assgmbly;  or  any^natural 
person  who  acts  for  the  purpose  of  attempting  to  jn tluence  any  action  by  the  exec utive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who_ actsjoi^the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
govern ment  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  any 
n at u ra I person  emp loyed  specifically  for  the  p urpose  ot  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(aT  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thinguofvalue 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  com  mission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  sen  ate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  li mitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty 
dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shal  1 also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount'’  shall  be  the  contri bution  I imits 
prescribed  in  this  section  on  January  1 , 2017.  Cont ri bution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1.2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contri butions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  t ime  the  contribution  was  m ade,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
li mit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  th is 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 

i ndividual,  or  other  com mittee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted^ 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by__or 
through  another  person  in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  cand idate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  requested,, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  com  mission,  its  successor  agency , or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this_sgctiojL 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  housg_or 
senate  or  as  an  officer  of  the  house  or  senate,  arundividual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate_or  as_a_n 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee”,  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contri butions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a 1 oan , cance  1 1 ation  or  forgi veness  of  a 1 oary or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

L Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include; 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given ; 
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b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a cand  idate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
I ist  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b . The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  p u b licly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(dl  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 


a.  The  person  interviews  the  candidate  regarding  legisl ative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidatej^ut 
does  not  communicate  with  the  candidate  regardi ng  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's 
prior  know  I edge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  ofa 
rnnHiHntc,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by.  or. at  the__request  or 
suggestion  of.  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  comm i ttee.. 

(bl  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  gandjdate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
act  i v i tv,  regardless  of  whet  her  the  person  pays  fair  market  value  f or  the  names  or  I ists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any„pgrson  who,  during,  the 
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two-vear  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(dl  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
vear  period  before  the  gene ral  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  communication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  pub lie  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect’1,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 


b.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  aga inst  a candidate;  and 


fells: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
i ndi vidual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnershi p,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
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however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amou nt  equal  to  three  times  t he  i 1 legal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shal  1 be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12.  16(a),  19.  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstancgs 
shall  not  be  affected  thereby. 
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Jam  us  C.  Kirkpatrick 
Statu:  Information  Cuntur 
(573)751  4936 


November  3,  2015 


Jason  Kandkr 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

NOV  0 3 2015 

STATE  AUDITORS  OFFICE 

Eluctions  division 
(573)751  2301 

lu-ba 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  17  (2016-132) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  3,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


JamusC.  Kirkpatrick  Statu  Information  Cuntur 
600  w.  Main  Struct  • Juuuurson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


Cs. 


[Official  Ballot  title] 


r-o 

c= 

cn 
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i 
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CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF. 
I, 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


CO 

cr> 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . — - A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


KH2A 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2._L  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  even  I v divided  statewide  election  u nder  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuri ng  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  live  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simu lation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  ve nue  to  enforce  the  provisions  ol  this  section. 

Section  7.  T Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-tour  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  ot  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4^No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2,  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  ot  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both . 

3,  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senatoror 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  pajd^pnsujtant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers,or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office_^njjigre^ 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  ot  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a tine  ot  up  to  five  thousand 
dollars  or  both. 

4,  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  p^on_v^o_actsJpr 
the  pu rpose  of  attempting  to  influence  the  taking,  passage,  amendment^  dejaygotgdefegf  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the_ggneral_as^mbjy 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  angjiatgral 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action_by  the  e^cutive 
branch  of  government  or  by  any  elected  or  appointed  official,  empjoyee^jlepartment, 
d i vision , agency  or  board  or  commission  thereof;  or  any  naturaLpen>on  who  acts  for_the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judjcjaLbianclLgl 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereol^jjr  _any 
natural  person  employed  specifically  for  the  purpose  olljiUempting  to  in  11  uencc  any 
action  by  a local lv  elected  government  official. 

Section  1 6(al.  1.  No  senator  or  representative  or  their  employees  or  stalf  shalLagggpt 
directly  or  indirectly  a gift  o f any  tangi b 1 e or  intangible  item,  service^or  thing  ol  value 
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from  any  lo bbvist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  th is  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19. L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 

breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  su bject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d) . 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars:  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars. 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
ex  pi  oring  a cand  idacv  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 , 2017,  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulati ve 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  1 i mits  imposed  in  th is  section,  one 
factor  that  may  be  considered  is  whether  the  contribution  is  received  from  a 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  by  a 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individjMLorotjTgr 
committee. 


5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  thejtamg  oLanothecP^reon^ 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  thg 
identity  of  the  actual  source  of  the  contribution, 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislatiyg_offiggJs 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  ajjthorized, requested , 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation__withjhe  candidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contri  butions  if  the  ethics  commission,  its  successor  agency,  or  a_couitdetemm)es 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to,  the 
making  of  an  expenditure  thatjs  deemed  a contribution  pursuant  to  this  section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  asjollows:, 

qj  "Candidate",  an  individual  who  seeks  nomination  or  election  to^he,house_jor 
senate  or  as  an  officer  of  the  house  or  senate , an  individual  who_seeks_nomi nation 
bv  the  individual's  political ~part\  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is_a  write^n  candidate  for 
the  house  or  senate. 
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(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel , and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee: 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

h.  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

i.  Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  within  ten  business  days  after  receipt; 
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c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

cL  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a pay ment  or  expenditure  by  a person  for  a 
communication  in  support  of  a candidate’s  election  or  in  opposition  to  a candidate's 
opponent  is  a contribution  for  p urposes  of  this  section,  the  following  non-exclusive 
1 ist  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  communication; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  dissem inated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(d)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support^ 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  authorized, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues_that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the_gandfoatels 
prior  knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negoti ate  the  com  mu  ni  cation  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate . a person  for  which  any  of  the  following  applies: 

(at  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee^or 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidatejor  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activjty_on  the  person  s behalf 
during  the  election  cvele  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  namgs_orjjsts 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person_whq,_during  the 
two-year  period  before  the  general  election  or  primary  election  inyvhjch  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  mediator 
f undraising  adviser  or  consultant  for  the  candidate  or  candidate  conimittee  or  for  any 
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other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  cornmi ttee  fundraising  events  or  campaign  activities 
benefiting  the  person , the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  fam il  v member  of  a candidate. 

(5)  “Covered  commun ication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a,  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 


h.  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate;  and 


(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication;  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a bil  1 board. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site- 

lb)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 
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10.  Any  violation  of  this  section  shall  be  punishable  by: 


(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  po litical  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  cand idate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
com mittee,  shall  occur  in  or  on  any  premises,  property  or  buildi ng  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a).  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisi ons  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  3,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  16(2016-131) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  November  3,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  • Business  Services  • elections  • publications  • Securities  • state  archives  • state  library  • wolfner  library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


r-o 


[Official  Ballot  title] 


i D 
co  n 


STATE  OP  MISSOURI,  COUNTY  OF 
I 


CIRCULATOR’S  AFFIDAVIT 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


n 

z> 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires . 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


I6-IS1 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  111  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  1.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  d istrict-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  ol  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  ot  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3^ Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Anv  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuLLgourLof 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  E Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  ot 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  lailing  to  act. 


2 


16-hl 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  jvf 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  sim ulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3Jiach  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4 JMo  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  T his  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as_a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  thg^ggsjon 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  W hen  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shah 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
anv  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of_up_to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dojlarej^oth. 

3.  No  senator  or  representative  or  their  empl oyees  or  any  entity  controlled  by  a senatoLpr 
representative  or  their  employees  shall  act  or  serve  as  a paid  emp loyee  or  pajd  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a_paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  anv  senator  or  representative  violates  this  subsection  their  office_shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as__senator  or 
representative.  In  addition,  anv  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  fjygjhousand 
dollars  or  both. 

4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  tor 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,_delay  or  defeaLdf 
anv  official  action  on  any  bill,  appropri ation,  resolution,  amendment,  nom [nation, 
appointment,  report  or  anv  other  action  or  matter  in  either  house  of  thg  general,  assgrnbly 
or  in  a legislative  committee  in  either  house  of  the  general  a_ssgmbly^_or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  i nfluence  any  action  by  the  executivg 
b ranch  of  government  or  by  any  elected  or  appointed  official,  cm pjoyee,  de partment, 
division,  agency  or  board  or  commission  thereof:  or  any  natural  person  vvho  acts  for  the 
purpose’ of  attempting  to  influence  anv  purchasing  decision  by  the  judicial  branch  of 
government  or  by  anv  elected  or  appointed  official  or  any  employee  thereol,  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(aT  1.  No  senator  or  representative  or  their  employees  or  staff  shal I accept 
d irectly  or  indirectly  a gift  of  anv  tangible  or  intangible  item,  service,  or  thjng  ol  val u c 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  Five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  indivi dual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  bouse  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  com mittees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law,”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
record i ng  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

f.  Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  t h is  section  shal l a Iso  apply  to  any  person 
expl oring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 , 2017,  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for_ajj  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  j ntentto 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation^ 

4.  In  determining  if  a contribution  to  candidate  for  legislative  office  is  made  or  accepted 
with  the  intent  to  circumvent  the  contribution  limits  imposed  in  this  sectioning 
factor  that  may  be  considered  is  whether  the  contribution  is  received  frorna 
committee  or  organization  that  is,  at  the  time  the  contribution  was  made,  funded  bva 
single  person,  individual,  or  other  committee  that  has  already  reached  its  contribution 
limit  under  any  law  relating  to  contribution  limitations.  For  purposes  of  this 
subsection,  a committee  or  organization  is  “primarily  funded  by  a single  person, 
individual,  or  other  committee”  when  the  committee  or  organization  receives  more 
than  fifty  percent  of  its  annual  funding  from  that  single  person,  individual,  or  other 
committee. 


5 . No  contribution  to  a candidate  for  legislative  office  shall  be  made  or,  accepted^ 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  personiiLb>CQr 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceaLthe 
identity  of  the  actual  source  of  the  contributiom 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 

payment  or  expenditure  shall  be  deemed  to  have been  authorized,  requested , 

suggested,  or  fostered  bv  the  candidate,  or  made_in  cooperation  withjhe  candidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  com m un i cati on e xpress  I y 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violatedjjmits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency ,_or_a^court  determ i nes 
that  a candidate  has  taken  no  action  to_ indicate  acceptance  of  or  acquiescence  to  the 
ma k i ng  of  an  expend i ture  that  is  deemed  a contribution  pu rsuan t joj his, section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined, as  follows: 

(lj  "Candidate”,  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  housed  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  seriate  or  as  an 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 

limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

g.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  w hich  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

Ik  Any  payment  or  expenditure  by  any  person  other  than  a candidate  or  a 
candidate  committee  made  in  connection  with  any  candidate  that  is 
authorized,  requested,  suggested,  or  fostered  by  or  made  in  cooperation  with  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate 
committee;  or 

L Any  payment  or  expenditure  for  any  communication  which  republishes, 
disseminates,  or  distributes  in  whole  or  in  part,  any  broadcast  or  any  written. 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or 
candidate  committee  or  agents  of  the  candidate  or  candidate  committee,  other 
than  a photograph  obtained  from  a public  source. 


(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

<L  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a candidate 
or  candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of 
such  volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long 
as  no  compensation  is  directly  or  indirectly  asked  or  given; 
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b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to 
the  state  treasurer  with  in  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

d.  The  internal  dissemination  by  any  membership  organization,  proprietorship, 
labor  organization,  corporation,  association  or  other  entity  of  information 
advocating  the  election  or  defeat  of  a candidate  or  candidates  or  the  passage  or 
defeat  of  a ballot  measure  or  measures  to  its  directors,  officers,  members, 
employees  or  security  holders. 

(c)  In  determining  whether  a payment  or  expenditure  by  a person  for  a 
communication  i n support  of  a candidate’s  election  or  in  opposition  to  a cand idate’s 
opponent  is  a contribution  for  purposes  of  this  section,  the  following  non-exclusive 
1 i st  of  factors  may  be  considered: 

a.  Information  not  generally  available  to  the  public  regarding  the  candidate’s 
campaign,  plans,  projects,  activities,  or  needs  is  material  to  the  creation, 
production  or  distribution  of  the  com  m unication: 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate, 
candidate’s  committee  or  an  agent  of  the  candidate  or  candidate’s  committee 
prior  to  the  date  the  communication  is  publicly  disseminated  or  distributed; 

c.  The  person  and  the  candidate  or  candidate’s  committee  retain  the  same 
individual  or  entity  to  provide  professional  campaign  services  during  the  same 
election  cycle.  For  purposes  of  this  subparagraph,  the  term  “professional 
campaign  services”  does  not  include  accounting  or  legal  services,  or  other 
non-campaign  services. 

(dt  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  supporta 
finding  that  a payment  or  expenditure  by  a person  for  a communication  is  aulfaonzgd, 
requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation 
with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues_that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  th^candidate^s 
prior  knowl edge,  uses  that  materi al  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intenLtojljakea 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate: 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  orcandidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies; 

(at  The  person  is  directly  or  indirectly  formed  or  established  by  or_at  the  request _or 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,or 
agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
comm ittee  solicit  funds  or  engage  in  other  fundraisi ng  activity/, on  the  person  s behalf 
during  the  election  cycle  involved,  including  by  providingThe  person  with  names  ol 
potential  donors  or  other  lists  to  be  used  by  the_person  in_engaginginj'undraismg 
activity,  regardless  of  whether  the  person  pays  fair  marketyyalue  for  the  names  or  lists 
provided. 

(c4  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  thg 
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two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee. 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  i n a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management:  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  “Covered  comm  unication”  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  that  refers  to  a clearly  identified  candidate  and: 

(a)  Either: 

a.  Contains  words  such  as  “vote”,  “oppose”,  “support”,  “elect”,  “defeat”,  or 
“reject,”  in  expressly  advocating  the  election  or  defeat  of  the  candidate;  or 

fr,  Is  made  on  or  after  January  first  of  the  year  of  the  election  in  which  the 

candidate  seeks  office,  and  is  susceptible  of  no  reasonable  interpretation  other 
than  as  an  appeal  to  vote  for  or  against  a candidate:  and 

(b)  Is: 

a.  A broadcast,  cable  or  satellite  audio  or  video  communication  or  internet 
communication:  or 

b.  Printed  advertisements,  pamphlets,  circulars,  flyers,  brochures,  or  a billboard. 

(c)  A communication  over  the  internet  is  a “covered  communication”  only  if  it  is 
placed  for  a fee  on  another  person’s  Web  site. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  ind ividuals,  corporation,  partnership,  committee. 

political  committee, proprietorship,  joint  venture,  institution,  union,  _ I abor 

organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
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however  constituted.  For  purposes  of  th is  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contri butions. 

Section  20(el.  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any_candjjgtea 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  pohtigal 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased_pr 
controlled  by  the  house  of  representatives,  senate  or  general  assembjy^Any  violation_of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and_pjy^jme_o^^ 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  I f any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid^the  remainder_of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


October  28,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  XVI,  version  2 (2016-130) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Sheila  Dundon  on  October  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8“>  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  votin£address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

o • 

ro 


c=> 


-ID 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


1° 

cn 

no 


STATE  OF  MISSOURI,  COUNTY  OF 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 

Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

dav  of 

, A.D.201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

) 
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Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Article  XVI  is  created  by  enacting  one  new  section  to  be  known  as  Section  1 of  Article  XVI,  to 
read  as  follows: 


Section  1.  Right  to  Access  Medical  Marijuana 

1.  Purposes 

This  section  is  intended  to  permit  state-licensed  physicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  qualifying  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possible 
benefits  of  medical  marijuana  use,  the  right  of  their  physicians  to  provide  professional  advice 
concerning  the  same,  and  the  right  to  use  medical  marijuana  for  treatment  under  the  supervision 
of  a physician. 

This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  are  necessary  to 
protect  patients,  their  primary  caregivers,  and  their  physicians  from  civil  and  criminal  penalties, 
and  to  allow  for  the  limited  legal  production,  distribution,  sale  and  purchase  of  mari  juana  for 
medical  use.  This  section  is  not  intended  to  change  current  civil  and  criminal  laws  governing  the 
use  of  marijuana  for  nonmedical  purposes.  The  section  does  not  allow  for  the  public  use  of 
marijuana  and  driving  under  the  influence  of  marijuana. 

2.  Definitions 

( | ) “Administer”  means  the  direct  application  of  marijuana  to  a qualifying  patient  by 
wav  of  any  of  the  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products: 

(b)  Vaporization  or  smoking  of  dried  flowers,  buds,  plant  material,  extracts,  or 
oils; 

(c)  Application  of  ointments  or  balms; 

(d)  Transdermal  patches  and  suppositories; 

(e)  Consuming  marijuana-infused  food  products;  or 

{JQ  Any  other  method  recommended  by  a qualifying  patient's  physician. 

(2)  “Department”  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 
agency. 

(3)  “Entity”  means  a natural  person,  corporation,  professional  corporation,  nonprofit 
corporation,  cooperative  corporation,  unincorporated  association,  business  trust, 
limited  liability  company,  general  or  I imited  partnership,  limited  liability 
partnership,  joint  venture,  or  any  other  legal  entity, 

(4)  “Flowering  plant”  means  a marijuana  plant  from  the  time  it  exhibits  the  first  signs 
of  sexual  maturity  through  harvest. 

(5)  “Marijuana”  means  Cannabis  indica.  Cannabis  saliva,  and  Cannabis  ruderalis, 
hybrids  of  such  species,  and  any  other  strains  commonly  understood  within  the 
scientific  community  to  constitute  marijuana,  as  well  as  resin  extracted  from  the 
plant  and  marijuana-infused  products.  “Marijuana”  does  not  include  industrial  hemp 
containing  a crop-wide  average  tetrahydrocannabinol  concentration  that  does  not 
exceed  three-tenths  of  one  percent  on  a dry  weight  basis,  or  commodities  or 
products  manufactured  from  industrial  hemp. 

(6)  “Marijuana-Infused  Products”  means  products  that  are  infused  with  marijuana  or  an 
extract  thereof  and  are  intended  for  use  or  consumption  other  than  by  smoking. 
including  but  not  limited  to  ed ible  products,  ointments,  and  tinctures. 

(7)  “Medical  Marijuana  Cultivation  Facility”  means  a facility  licensed  by  the 
Department,  to  acquire,  cultivate,  process,  transport,  and  sell  marijuana  to  a 
Medical  Marijuana  Dispensary  Facility  or  to  a Med ical  Marijuana-Infused  Products 
Manufacturing  Facility. 
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(8)  “Medical  Marijuana  Dispensary  Facility”  means  a facjljtyj^ 

Department,  to  acquire,  sell,  transport,  and  deliver  marijuana,  marijuana-in fu sed 
products,  and  drug  paraphernalia  usgdto > administer  marijuana  as  provided  for  in 
this  section. 


(9j  “Medical  Marijuana-Infused  Products  Manufacturin^Facjlity"  means  a facility 

licensed  by  the  Department,  to  acquire,  manufacture,  transpojt^ajid  sell  marijuana 
infused  products  to  a Medical  Marijuana  Dispensatxj^ciLityy 


(10)  “Medical  use”  means  the  production,  possession,  delivery,  distribution^ 
transportation,  or  administration  of  marijuana  or  a marijuanaOrd^Mi^i^^I^or 
drug  paraphernalia  used  to  administer  marijuana  or  a marjj uana-infused  product,  for 
the  henefit  of  a qualifying  patient  to  mitigate  the  symptoms  or  effects  of  the 
patient’s  qualifying  medical  condition. 

(11)  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practice 
medicine  or  osteopathy  under  M issouri  law. 


cm 


cm 
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“Physician  certification”  means  a document,  whether  handwritten,  electronic  or  i n 
another  common  Iv  used  format,  signed  by  a physician^ndstating.  that  in  the 
physician’s  professional  opinion,  the  patient  suffers  from  a_qualifyinpjTtedical 
condition  and  is  likelv  to  receive  therapeutic  or  palljafiy^^ngfiLflom  the  medical 
use  of  marij|iana  to  treat  or  alleviate  the  patient's  qualifying  mj^^ 
symptoms  associated  with  the  qualifyi ng  medical  condition. 

“Primary  caregiver”  means  an  individual  twenty-one  years  of  ^e_^Lglde^r_whoJias 
significant  responsibility  for  managing  the  well-bein^^^qMlitylng_paiignt  and 
who  is  designated  as  such  on  the  primary  careRivgji^^Jlcatmforan 
identification  card  under  this  section  or  in  otheryynttenjioUfica^ 

Department. 


“Qualifying  medical  condition”  means  the  condition  of^symTptom^ 
side-effects  from  the  treatment  of:  ^ 


CV . ui 

(at  Cancer;  v o v\  o 

c~> 

— i 

(b)  Epilepsy; 

(c)  Glaucoma;  Z7? 

(dj  Intractable  migraines  unresponsive  to  other  treatment; 


(e)  A chronic  medical  condition  that  causes  severejjersistent  pain  or  persistent 
muscle  spasms,  including  but  not  limited  to  those  associated  withjn u 1 1 i p I [e 
sclerosis,  seizures,  Parkinson’s  disease,  and  Tourette^s^n_drome_; 


jTJ 
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(f)  Debilitating  psychiatric  disorders,  including  but  notjjmjtgd  to  post-traumatig 
stress  disorder,  if  diagnosed  by  a state  licensed  psychjatijst. 


(g)  Human  immunodeficiency  virus  or  acquired  immunedeficiency  syndrome,; 

(hj  A chronic  medical  condition  that  is  normally  treated  with  j_pre^crjj3tion 
p^Hi  rati  mg  that  cm  i Id  lead  to  physical  or  psychological  dependence;_when  a 
physician  determines  that  medical  use  ot  manjuana_could_bg^|fectiygJn 
treating  that  cond ition  and  would  serve  as  a safer  alternative  to  the 
prescription  medication; 


(j)  Any  terminal  illness;  or 

( j)  In  the  professional  judgment  of  a physician,  any  other  ch(onjc,jfebi jjtating  or 
otherwise  equivalent  condition,  including,  but  not  limited  tOj. hepatitis^ , 
amyotrophic  lateral  sclerosis,  inflammatory  bo^l^sgase3_agitatio^of 
Alzheimer's  disease,  cachexia,  and  wasting  syndrome. 

(15)  “Qualifying  Patient”  means  a Missouri  resident  diagnosed  with  at  least  one 
qualifying  medical  condition. 
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3.  Creating  Patient  Access  to  Medical  Marijuana 

( 1 ) In  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 

(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture, 
distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict  or  revoke  such  licenses  upon  a violation  of  this 
section  or  a rule  promulgated  pursuant  to  this  section;  and  impose  any 
administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 

(b)  Promulgate  rules  and  emergency  rules  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  marijuana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  Department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section; 

(d)  Require  a seed-to-sale  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  immature  plant  stage  until  the  medical  marij  u an  a 
or  medical  marijuana-infused  product  is  sold  to  a qualifying  patient  or 
primary  caregiver  at  a Medical  Marijuana  Dispensary  Facility  to  ensure 
that  no  medical  marijuana  grown  by  a Medical  Marijuana  Cultivation 
Facility  or  manufactured  by  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility  is  sold  or  otherwise  transferred  except  by  a 
Medical  Mari  juana  Dispensary  Facility.  If  it  creates  a seed-to-sale 
tracking  system,  the  Department  shall  certify,  if  possible,  at  least  two 
commercially  available  systems  to  licensees  as  compliant  with  its 
tracking  standards  and  issue  standards  for  the  creation  or  use  of  other 
systems  by  licensees. 

(e)  Prepare  and  transmit  annually  a publicly  available  report  accounting  to 
the  Governor  for  the  efficient  discharge  of  all  responsibilities  assigned  to 
the  Department  under  this  section; 

(2)  The  Department  may  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcem e n t of  this  section  and  to  ensure  the  right  to, 
availability,  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  Department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carry 
out  the  mandates  of  this  section,  the  Department  may  issue  rules  or  emergency  rules 
relating  to  the  following  subjects: 

(a)  Compliance  with,  enforcement  of,  or  violation  of  any  provision  of  this 
section  or  any  rule  issued  pursuant  to  th is  section,  incl tiding  procedures 
and  grounds  for  denying,  suspending,  fining,  restricting,  or  revoking  a 
state  license  issued  pursuant  to  this  section; 

(b)  Specifications  of  duties  of  officers  and  employees  of  the  Department; 

(c)  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers; 

(d)  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
Department; 

(f)  Prohibition  of  misrepresentation  and  unfair  practices; 

(g)  Control  of  informational  and  product  displays  on  licensed  premises; 
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(h)  Development  of  individual  identification  cards  for  owners,  officers. 
managers,  contractors,  employees,  and  other  support  staff  of  entities 
licensed  pursuant  to  this  section,  including  a fingerprint-based  federal 
and  state  criminal  record  check  in  accordance  with  U.S.  Public  Law  92- 
544,  or  its  successor  provisions,  as  may  be  required  by  the  Department 
prior  to  issuing  a card  and  procedures  to  ensure  that  cards  for  new 
applicants  are  issued  within  fourteen  days; 

(j)  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
i ncluding,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  minimum  procedures  for  internal  control  as 
deemed  necessary  by  the  Department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirements  for 
changes,  alterations,  or  modifications  to  the  premises; 

(j)  Regulation  of  the  storage  of,  warehouses  for,  and  transportation  of 
marijuana  for  medical  use; 
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(o)  State  licensing  procedures,  including  procedures  for  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees; 

(p)  The  reporting  and  transmittal  of  tax  payments; 

(q)  Authorization  for  the  Department  of  Revenue  to  have  access  to  licensing 
information  to  ensure  tax  payment  and  the  effective  administration  of 
this  section;  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringent,  and 
comprehensive  administration  of  this  section. 

(3)  The  Department  shall  issue  rules  or  emergency  rules  for  a medical  manjuanaand 
medical  marijuana-infused  products  independent  testing  and  certification  program 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  marijuana 
using  an  impartial,  independent  laboratory  to  ensure,  at  a minimum,  that  produgts 
sold  for  human  consumption  do  not  contain  contaminants  that  are  injurious  to 
health  and  to  ensure  correct  labeling. 

(4)  The  Department  shall  maintain  the  confidentiality  of  reports  or  other  information 
obtained  from  an  applicant  or  licensee  containing  any  individualized  data, 
information,  or  records  related  to  the  licensee  or  its  operation,  including  sales, 
information,  financial  records,  tax  returns,  credit  reports,  cultivation  information, 
testing  results,  and  security  information  and  plans,  or  revealing  any  patient 
information,  or  any  other  records  that  are  exempt  from  public  inspection  pursuanUo 
state  or  federal  law.  Such  reports  or  other  information  may  be  used  only  for  a 
purpose  authorized  by  this  section.  Any  information  released  related  to  patients  may 
be  used  only  for  a purpose  authorized  by  federal  law  and  this  section,  including 
verifying  that  a person  who  presented  a patient  identification  card  to  astate  or  local 
law  enforcement  official  is  lawfully  in  possession  of  such  card. 

(5)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shajjjTmkg 
available  to  the  public  license  application  forms  and  application  instructions  tor 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facjjjtjgs^ 
and  Medical  Marijuana-Infused  Products  Manufacturing  Facilities^ 


(k)  Sanitary  requirements  for,  including,  but  not  limited  to,  the  preparation 
of  medical  marijuana-infused  products; 


(J)  The  specification  of  acceptable  forms  of  picture  identification  that  a 
Medical  Marijuana  Dispensary  Facility  may  accept  when  verityingjL , 
sale; 


(m)Labeling  and  packaging  standards; 
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(n)  Records  to  be  kept  by  licensees  and  the  required  availability  of  the 
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(6)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  public  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards. 

Within  one  hundred  fifty  days  of  the  effective  date  of  this  section,  the  Department 
shall  begin  accepting  applications  for  such  identification  cards. 

(7)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  grow  marijuana 
as  a Medical  Marijuana  Cultivation  Facility.  Each  facility  in  operation  shall  require 
a separate  license.  Each  indoor  facility  utilizing  artificial  lighting  may  be  limited  by 
the  Department  to  thirty  thousand  square  feet  of  flowering  plant  canopy  space.  Each 
outdoor  facility  utilizing  natural  lighting  may  be  limited  by  the  Department  to  two 
thousand  eight  hundred  flowering  plants.  Each  greenhouse  fac i 1 ity  using  a 
combination  of  natural  and  artificial  lighting  may  be  li mited  by  the  Department,  at 
the  election  of  the  licensee,  to  two  thousand  eight  hundred  flowering  plants  or  thirty 
thousand  square  feet  of  flowering  plant  canopy  space.  The  license  shall  be  valid  for 
three  years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause. 

The  Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  twenty  thousand  dollars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  three  Medical  Marijuana  Cultivation 
Facility  licenses  shall  be  issued  to  any  entity  under  substantially  common  control, 
ownership,  or  management. 

(8)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  operate  a Medical 
Marijuana  Dispensary  Facility.  Each  facility  in  operation  shal I require  a separate 
license.  A license  shall  be  valid  for  three  years  from  its  date  of  issuance  and  shall  be 
renewable,  except  for  good  cause.  The  Department  shall  charge  each  applicant  a 
non-refundable  fee  of  three  thousand  dollars  per  license  application  or  renewal. 

Once  granted,  the  Department  shall  charge  each  licensee  an  annual  fee  often 
thousand  dollars  per  facility  license.  Application  and  license  fees  shall  be  increased 
or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency.  No  more  than 
six  Medical  Marijuana  Dispensary  Facility  licenses  shall  be  issued  to  any  entity 
under  substantially  common  control,  ownership,  or  management. 

(9)  An  entity  may  apply  to  the  Department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana-Infused  Products  Manufacturing  Facility.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause.  The 
Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  ten  thousand  dollars  per  facility  license. 

Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  five  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  licenses  shall  be  issued  to  any  entity  under 
substantially  common  control,  ownership,  or  management. 

(10)  Except  for  good  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may 
obtain  an  identification  card  from  the  Department  to  cultivate  up  to  six  flowering 
marijuana  plants  for  the  exclusive  use  of  that  qualifying  patient.  The  card  shall  be 
valid  for  twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the 
annual  submittal  of  a new  or  updated  physician's  certification.  The  Department 
shall  charge  an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the 
end  of  the  previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index 
as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(1  1)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
purchased  by  or  on  behalf  of  a single  qualifying  patient  in  a thi  rty  day  period, 
provided  that  1 im  it  is  not  less  than  six  ounces  of  dried,  unprocessed  marijuana,  or  its 
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equivalent.  Any  such  limit  shall  not  app ly  to  a qualifying  patient  with  written 
certification  from  two  independent  physicians  that  there  are  compelling  reasons 
why  the  qualifying  patient  needs  a greater  amount  than  the  limit  established  by  the 
Department. 

(12)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
possessed  by  or  on  behalf  of  each  qualifying  patient,  provided  that  limit  is  not  less 
than  a sixty  day  supply  of  dried,  unprocessed  marijuana,  or  its  equivalent.  A 
primary  caregiver  may  possess  a separate  legal  limit  for  each  qualifying  patient 
under  their  care  and  a separate  legal  limit  for  themselves  if  they  are  a qualifying 
patient.  Qualifying  patients  cultivating  marijuana  for  medical  use  may  possess^  to 
a ninety  day  supply,  so  long  as  the  supply  remains  on  property  under  their  control. 

Any  such  limit  shall  not  apply  to  a qualifying  patient  with  written  certification' from 
two  independent  physicians  that  there  are  compelling  reasons  for  additional  — ' 

amounts.  Possession  of  between  the  legal  limit  and  up  to  twice  the  legal  limit  sfiqll 
subject  the  possessor  to  Department  sanctions,  including  an  administrative  penalty 
and  loss  of  their  patient  identification  card  for  up  to  a year.  Purposefully  possessing 
amounts  in  excess  of  twice  the  legal  limit  shall  be  punishable  by  imprisonment  'o'f 
up  to  one  year  and  a fine  of  up  to  two  thousand  dollars.  ^ 

(13)  The  Department  may  restrict  the  aggregate  number  of  licenses  granted  for 
Medical  Marijuana  Cultivation  Facilities,  provided,  however,  that  the  number  may 
not  be  li mited  to  fewer  than  one  license  per  every  eighty  thousand  inhabitants,  or 
any  portion  thereof,  of  the  state  of  Missouri,  according  to  the  most  recent  census  of 
the  United  States.  In  any  year,  if  the  number  of  qualifying  applicants  and  any 
renewals  exceed  such  a restriction,  the  Department  shall,  after  renewing  all 
qualifying  licenses,  rank  new  applicants  using  the  following  factors:  site  security: 
capacity  or  experience  with  agriculture,  horticulture,  h ealth  care,  or  a legal  cannabis 
market;  acceptance  i n the  site  community;  potential  for  positive  economic  impact  in 
the  site  community;  and  maintaining  competitiveness  in  the  marijuana  for  medical 
use  marketplace.  In  ranking  applicants  and  awarding  licenses,  the  Department  may 
consult  or  contract  with  other  public  agencies  with  relevant  expertise  regarding 
these  factors.  The  Department  shall  lift  or  ease  any  limit  on  the  number  Medical 
Marijuana  Cultivation  Facilities  to  meet  the  demand  for  medical  marijuana  by 
qualifying  patients. 

(14)  The  Department  may  restrict  the  aggregate  number  of  licenses  grantgdjor 
Marijuana-Infused  Products  Manufacturing  Facilities,  provided,  however,  that  the 
number  may  not  be  limited  to  fewer  than  one  license  per  every  fifty  thousand 
inhabitants,  or  any  portion  thereof  of  the  state  of  Missouri,  according  to  the  most 
recent  census  of  the  United  States.  In  any  year,  if  the  number  of  qualify  ing 
applicants  and  any  renewals  exceed  such  a restriction,  the  Department  shalf  aftgr 
renewing  all  qualifying  licenses,  rank  new  applicants  using  the  following  factors: 
site  security;  capacity  or  experience  with  food  and  beverage  manufacturing  orjj 
legal  cannabis  market;  acceptance  in  the  site  community;  potential  for  positive 
economic  impact  in  the  site  community;  and  ma i ntaining  competitiveness  in  the 
marijuana  for  medical  use  marketplace.  In  ranking  applicants  and  awarding 
licenses,  the  Department  may  consult  or  contract  with  other  public  agencies  with 
relevant  expertise  regarding  these  factors. 

(15)  If  a county  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  number  of  quali lying  applicantsand 
any  renewals  exceed  such  restriction,  the  Department  shall,  after  renewing  all 
qualifying  I icenses,  rank  new  applicants  using  the  following  factors:  site  security; 
experience  or  capacity  with  health  care  or  a legal  cannabis  market;  acceptance  in 
the  site  community;  potential  for  positive  economic  impact  in  the  site  community; 
and  maintaining  competitiveness  in  the  marijuana  for  medical  use  marketplace.  In 
ranking  applicants  and  awarding  licenses,  the  Department  may  consult .orcomract 
with  other  public  agencies  with  relevant  expertise  regarding  these  factors. 

(16)  The  Department  shall  begin  accepting  license  applications  for  Medical  Mari  juana 
D ispensarv  Facilities,  M edjcaLMarijuana  Cultivation  Facilities,  and  Medjcaj 
Marijuana-Infused  Products  Manufacturing  Facilities  no  later  than  one  hundredjdty 
days  after  the  effective  date  of  this  section.  Applications  for  licenses  under  this 
section  shall  be  approved  or  denied  by  the  Department  no  later  than  one  hundred 

fi fty  days  after  their  submission.  If  the  Department  fails  to  carry  out  its  non- 
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discretionary  duty  to  approve  or  deny  an  application  within  one  hundred  fifty  days 
of  submission,  an  applicant  may  immediately  seek  a court  order  compelling  the 
Department  to  approve  or  deny  the  app I i cation. 

(17)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  or  cards  from  the  Department.  The  Department  shall  charge  a fee 
of  twenty-five  dollars  per  year  per  card  with  such  fee  to  be  increased  or  decreased 
each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the  previous 
calendar  year  of  the  Consumer  Price  Index,  or  successor  j ndex  as  published  by  the 
U.S.  Department  of  Labor  or  its  successor  agency.  Upon  receiving  an  application 
for  a qualifying  patient  identification  card  or  qualifying  patient  cultivation 
identification  card,  the  Department  shall,  within  thirty  days,  either  issue  the  card  or 
provide  a written  explanation  for  its  denial.  If  the  Department  fails  to  issue  a card  to 
an  eligible  qualifying  patient  within  thirty  days,  then  their  physician  certification 
shall  serve  as  their  patient  identification  card  or  qualifying  patient  cultivation 
identification  card  for  up  to  one  year  from  the  date  of  physician  certification.  All 
initial  applications  for  or  renewals  of  a qualifying  patient  identification  card  or 
qualifying  patient  cultivation  identification  card  shall  be  accompanied  by  a 
physician  certification  that  is  less  than  thirty  days  old. 

(18)  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  Department.  The  Department  shall  charge  a fee  of 
twenty-five  dollars  per  year,  with  such  fee  to  be  increased  or  decreased  each  year  bv 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of 
the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department 
of  Labor,  or  its  successor  agency.  Upon  receiving  an  application  for  a primary 
caregiver  identification  card,  the  Department  shall,  within  thirty  days,  either  issue 
the  card  or  provide  a written  explanation  for  its  denial. 

(19)  All  marijuana  for  medical  use  sold  in  Missouri  shall  be  cultivated  in  a licensed 
Medical  Marijuana  Cultivation  Facility  located  in  Missouri. 

(20)  All  marijuana-infused  products  for  medical  use  sold  in  the  state  of  Missouri  shall 
be  manufactured  in  a Medical  Marijuana-Infused  Products  Manufacturing  Fac ilitv. 

(21)  The  denial  of  a license,  license  renewal,  or  identification  card  by  the  Department 
shall  be  appealable  to  the  Administrative  Hearing  Commission,  or  its  successor 
entity.  Following  the  exhaustion  of  administrative  review,  denial  of  a license, 
license  renewal,  or  identification  card  by  the  Department  shall  be  subject  to  judicial 
review  as  provided  by  law. 

(22)  No  elected  official  shall  interfere  directly  or  indirectly  with  the  Department's 
obligations  and  activities  under  this  section. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medical 
Marijuana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  four 
percent  of  the  retail  price.  The  tax  shall  be  collected  by  each  licensed  Medical 
Marijuana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  five  percent  for  its  actual  collection  costs,  amounts 
generated  by  the  tax  levied  in  this  section  shall  be  deposited  by  the  Department  of 
Revenue  into  the  Missouri  Veterans’  Health  and  Care  Fund.  Licensed  entities 
making  retail  sales  within  the  state  shall  be  allowed  approved  credit  for  returns 
provided  the  tax  was  paid  on  the  returned  item  and  the  purchaser  was  given  the 
refund  or  credit. 


(2)  There  is  hereby  created  in  the  state  treasury  the  '‘Missouri  Veterans’  Health  and 
Care  Fund,”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The 
State  Treasurer  shall  be  custodian  of  the  fund,  and  he  or  she  shall  invest  moneys  in 
the  fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  Commissioner  o f 
Administration  is  authorized  to  make  cash  operating  transfers  to  the  fund  for 
purposes  of  meeting  the_cash  requirements  of  the  Department  in  advance  of  it 
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receivi ng  annual  application,  licensing,  and  tax  revenue,  with  anv  such  transfers  to 
be  repaid  as  provided  by  law.  The  fund  shall  be  a dedicated  fund  and  sha 1 1 stand 
appropriated  without  further  legislative  action  as  follows: 

(a)  First,  to  the  Department,  an  amount  necessary  for  the  Department  to  carry  out 
this  section,  including  repayment  of  any  cash  operating  transfers,  payments  made 
through  contract  or  agreement  with  other  state  and  public  agencies  necessary  to 
carry  out  this  section,  and  a reserve  fund  to  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carry  ing  out  this  section; 

(b)  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri  ^ 

Veterans  Commission  for  health  and  care  services  for  military  veterans,  inciMng 
the  following  purposes:  operations,  maintenance  and  capital  improvements  oRpe  j 
Missouri  Veteran's  Homes,  the  Missouri  Service  Officer’s  Program,  and  otheG 
services  for  veterans  approved  by  the  Commission,  including  but  not  limited  tb^ 
health  care  services,  mental  health  services,  drug  rehabilitation  services,  housing  ;'f 
assistance,  job  training,  tuition  assistance,  and  housi ng  assistance  to  prevent  : 

homelessness.  The  Missouri  Veterans  Commission  shall  contract  with  other  ay 
public  agencies  for  the  delivery  of  services  beyond  its  expertise.  ro 

(c)  All  moneys  from  the  taxes  authorized  under  this  subsection  shall  provide 
additional  dedicated  funding  for  the  purposes  enumerated  above  and  shalLnot 
replace  existing  dedicated  funding. 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kept  bv  the  seller 
which  identifies  by  secure  and  encrypted  patient  number  issued  by  fhg^ljerjojhe 
qualifying  patient  involved  in  the  sale,  all  amounts  and  types  of  mariiuAnajnyojv^ 
in  the  sale  and  the  total  amount  of  money  involved  in  the  sale,  including 
itemizations,  taxes  collected  and  grand  total  sale  amou nts.  All  such  records  shall  be 
kept  on  the  premises  in  a readily  available  format  and  be  made  available  for  review 
bv  the  Department  and  the  Department  of  Revenue  upon  request.  Such  records  shalj 
he  retained  for  five  years  from  the  date  of  the  sale. 

(4)  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  addition  to  any 
general  state  and  local  sales  and  use  taxes  that  apply  to  retail  sales,  which  shall 
continue  to  be  collected  and  distributed  as  provided  by  general  law, 

(5)  Except  as  authorized  in  this  subsection,  no  additional  taxes  shall  be  imposed  on  the 
sale  of  marijuana  for  medi  cal  use. 


5.  Additional  Patient,  Physician,  Caregiver  and  Provider  Protections 

Qj  Except  as  provided  in  this  section,  the  possession  of  mari  juana  in  quantities  less 
than  the  limits  of  this  section  or  established  bv  the  Department  and  transportatfonof 
marijuana  from  a Medical  Marijuana  Dispensary  Facility  to  the  qualifying  patient 
residence  shall  not  subject  the  possessor  to  arrest,  criminal  or  civil  liability^gr 
sanctions  under  Missouri  law,  provided  that  the  possessor  produces  on  demand  to 
the  appropriate  authority  a valid  qual i fving  patient  identification  card;  a valid 
patient  cultivation  identification  card;  a valid  physician  certification  while  making 
application  for  an  identification  card:  or  a valid  primary  caregiver  identi  Heat  ion 
card.  Production  of  the  respective  equivalent  identification  card  or  authorization 
issued  by  another  state  or  political  subdivision  of  another  state  shall  also  meet  the 
requirements  of  this  subdivision. 

(2)  No  patient  shall  be  denied  access  to  or  priority  for  an  organ  transplant  because  they 
hold  a qualifying  patient  identification  card  or  use  marijuana  for  medical  use. 

(3)  A physician  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctjojTsjjjLder 
Missouri  law  or  discipline  by  the  Missouri  State  Board  of  Registration  for  the 
Healing  Arts,  or  its  successor  agency,  for  issuing  a physician  certification  to  a 
pat  i entd  i agnosed  with  a qualifying  medical  condition  in  a manner  consistent  \v  i t h 
this  section  and  legal  standards  of  professional  conduct. 

(4)  A health  care  provider  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
anv  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  bv  anv  accreditation  or  licensing  board  or  commission  for  providing  health 
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care  services  that  involve  the  medical  use  of  mari  juana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

(5)  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
any  right  or  privilege,  civil  or  administrative  penalty  or  sanction'  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  marijuana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct. 

(6)  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medical  use  of  marijuana  by  non-emancipated  qualifying  patients  under 
eighteen  years  of  age  in  a manner  consistent  with  this  section  and  with  consent  of  a 
parent  or  guardian. 

(7)  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing,  transporting,  or  administering  marijuana  for 
medical  use  by  a qualifying  patient  or  participating  in  the  patient  cultivation  of  up 
to  six  Flowering  marijuana  plants  per  patient  in  a manner  consistent  with  this  section 
and  generally  established  legal  standards  of  personal  or  professional  conduct. 

(8)  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association  or 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary 
Facilities,  Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  qualifying 
patients,  primary  caregivers,  physicians,  health  care  providers  or  others  related  to 
activity  that  is  no  longer  subject  to  crimi nal  penalties  under  state  law  pursuant  to 
this  section. 


(9)  Actions  and  conduct  by  Qualifying  Patients,  Primary  Caregivers,  Medical 
Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  licensed  or 
registered  with  the  Department,  or  their  employees  or  agents,  as  permitted  by  this 
section  and  in  compliance  with  Department  regulations  and  other  standards  of  legal 
conduct,  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law,  except  as  provided  for  by  this  section. 

(10)  Noth ing  in  this  section  shall  provide  immun ity  for  negligence,  either  common  law 
or  statutorily  created,  nor  criminal  immunities  for  operating  a vehicle,  aircraft, 
dangerous  device,  or  navigating  a boat  under  the  influence  of  marijuana. 

(11)  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients,  Primary  Caregivers, 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  and  those 
who  allow  property  to  be  used  by  those  entities,  should  be  enforceable.  It  is  the 
public  policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qualifying 
Patients,  Primary  Caregivers,  Medical  Marijuana  Cultivation  Facilities,  Medical 
Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical  Marijuana 
Dispensary  Facilities,  or  by  a person  who  allows  property  to  be  used  for  activities 
that  are  exempt  from  state  criminal  penalties  by  this  section,  shall  be  unenforceable 
on  the  basis  that  activities  related  to  medical  marijuana  may  be  prohibited  bv 
federal  law. 


6.  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  laws  consistent  with 
this  section,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shall 
not  enact  laws  that  hinder  the  right  of  qualifying  patients  to  access  marijuana  for  medical  use 
as  granted  by  this  section 

7.  Additional  Provisions 


(1 ) Nothing  in  this  section  permits  a person  to: 


(a)  Consume  marijuana  for  medical  use  in  a jail  or  correctional  facility; 
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(b)  Undertake  any  task  under  the  influence  of  marijuana  when  doing  so  would 
constitute  negligence  or  professional  malpractice:  or 

(c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or 
motor  vehicle,  aircraft  or  motorboat  while  under  the  influence  of  marijuana;  or 

(d)  Bring  a claim  against  any  employer,  former  employer,  or  prospective  employer 
for  wrongful  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy, 
based  on  the  employer,  former  employer,  or  prospective  employer  prohibiting’  the 
emp I ovee,  former  employee,  or  prospective  employee  from  being  under  the 
influence  of  marijuana  while  at  work  or  disciplining  the  employee  or  former 
employee,  up  to  and  including  termination  from  employment,  for  work ing  or 
attempting  to  work  while  under  the  influence  of  marijuana. 

(2)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  be  owned,  in 
whole  or  in  part,  or  have  as  an  officer,  director,  board  member,  manager,  or 
employee,  any  individual  with  a disqualifying  felony  offense.  A “disqualifying 
felony  offense”  is  a violation  of,  and  conviction  or  guilty  plea  to.  state  or  federal  law 
that  is.  or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the  sentence 
imposed,  unless  the  Department  determines  that: 

(a)  The  person’s  conviction  was  for  the  medical  use  of  marijuana  or  assisting  irfffie 


medical  use  of  marijuana;  or 
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[b]  The  person's  conviction  was  for  a non-violent  crime  for  which  he  or  she  wasmgt 
incarcerated  and  that  is  more  than  five  years  old;  or 

-p 

[c]  More  than  five  years  have  passed  since  the  person  was  released  from  parole  or 

probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal  ^ 
offenses.  — " 

The  Department  may  consult  with  and  rely  on  the  records,  advice  and 
recommendations  of  the  Attorney  General  and  the  Department  of  Public  Sajety^or 
their  successor  entities,  in  applying  this  subdivision. 

(3)  All  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  licenses  shall  be 
held  bv  entities  that  are  majority  owned  by  natural  persons  who  have  been  citizens 
of  the  state  of  Missouri  for  at  least  one  year  prior  to  the  application  for  such  Jjcensg 
or  licenses.  Notwithstanding  the  forgoing,  entities  outside  the  state  of  Missouri, may 
own  a minority  stake  in  such  entities. 

(4}  A county  may  require  a site  permit  for  a Medical  Marijuana  Dispensary  Facility 
utilizing  generally  applicable  permitting  standards.  In  addition,  by  February  1, 

2017,  a county  may  limit  the  number  of  site  permits  to  be  granted  for  Medical 
Marijuana  Dispensary  Facilities,  provided,  however,  that  the  number  may  not  bg 
limited  to  fewer  than  one  site  for  every  thirty  thousand  inhabitants,  or  any  portion 
thereof,  in  such  county,  according  to  the  most  recent  census  of  the  United  States. 
After  a county's  initial  site  permit  limit  notification,  a county  shall  notify  the 
Department  of  any  change  to  its  site  permit limit  within  ten  days  of  such  decision; 
however,  the  number  of  site  perm  its  shall  not  be  less  than  the  number  of  licenses 
previously  issued  by  the  Department  for  that  county. 

(5)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility^ 
or  Medical  Mariiuana-lnfused  Products  Manufacturing  Facility  shall  manufacture. 
package  or  label  marijuana  or  marijuana-infused  products  in  a false  or  misleading 
manner.  No  person  shall  sell  any  product  in  a manner  designed  to  cause  confusion 
between  a marijuana  or  marijuana-infused  product  and  any  product  not  containing 
marijuana.  A violation  of  this  subdivision  shall  be  punishable  by  an  appropriatejind 
proportional  Department  sanction,  up  to  and  including  loss  of  license. 

(6)  All  edible  marijuana-infused  products  shall  be  sold  in  individual,  child-resistant 
containers  that  are  labeled  with  dosage  amounts,  instructions  for  use,  and  estimated 
length  of  effectiveness.  All  marijuana  and  mari  juana-infused  products  shall  be_sojd 
in  contai ners  clearly  and  conspicuously  labeled,  in  a font  size  at  least_asjarge  as  thg 
largest  other  font  size  used  on  the  package,  as  containing  “Mariiuana/_ora 
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“Marijuana-Infused  Product.”  Violation  of  this  prohibition  shall  subject  the  violator 
to  Department  sanctions,  including  an  administrative  penalty. 

(7)  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  marijuana  for  medical  use  in  a public  place. 
Violation  of  this  prohibition  shall  subject  the  violator  to  sanctions  as  provided  by 
general  law. 

(9)  No  person  shall  extract  resins  from  marijuana  using  dangerous  materials  or 
combustible  gasses  without  a Medical  Marijuana-Infused  Products  Manufacturing 
Facility  license.  Violation  of  this  prohibition  shall  subject  the  violator  to 
Department  sanctions,  including  an  administrative  penalty  and  loss  of  their 
identification  card  or  license  for  up  to  one  year. 

(10)  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that  is 
equipped  with  security  devices  that  permit  access  only  by  the  qualifying  patient  or 
by  such  patient’s  primary  caregiver.  Two  qualifying  patients,  who  both  hold  valid 
patient  cultivation  identification  cards,  may  share  one  enclosed,  locked  facility.  No 
more  than  twelve  patient  or  primary  caregiver  cultivated  flowering  marijuana  plants 
may  be  cultivated  in  a single,  enclosed  locked  facility,  except  when  a primary 
caregiver  also  holds  a patient  cultivation  identification  card,  in  which  case  no  more 
than  eighteen  flowering  marijuana  plants  may  be  cultivated  in  a single,  enclosed. 
locked  facility. 


(1  1)  No  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary 
Facility,  or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall 
assign,  sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other 
entity  without  the  express  consent  of  the  Department,  not  to  be  unreasonably 
withheld. 

(12)  Unless  allowed  by  the  local  government,  no  new  Medical  Marijuana  Cultivation 
Facility,  Medical  Marijuana  Dispensary  Facility,  or  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  shall  be  initially  sited  within  one  thousand  feet  of 
any  then-existing  elementary  or  secondary  school,  child  day-care  center,  or  church. 
No  local  government  shall  prohibit  Medical  Marijuana  Cultivation  Facilities, 
Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical 
Marijuana  Dispensary  Facilities,  either  expressly  or  through  the  enactment  of 
ordinances  or  regulations  that  make  their  operation  unduly  burdensome  in  the 
jurisdiction.  However,  local  governments  may  enact  ordinances  or  regulations  not 
in  confl ict  with  this  section,  or  with  regulations  enacted  pursuant  to  this  section, 
governing  the  time,  place,  and  manner  of  such  facilities  in  the  locality.  A local 
government  may  establish  civil  penalties  for  violation  of  an  ordinance  or 
regulations  governing  the  time,  place,  and  manner  of  operation  of  a Medical 
Marijuana  Cultivation  Facility,  Medical  Marijuana  Infused  Products  Manufacturing 
Facility,  or  Medical  Marijuana  Dispensary  Facility  that  may  operate  in  such 
locality. 

(13)  Unless  superseded  by  federal  law  or  an  amendment  to  this  Constitution,  a 
physician  shall  not  recommend  the  medical  use  of  marijuana  to  a patient  by  any 
means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  In  any  year,  no 
physician  shall  issue  more  physician  certifications  than  a number  equivalent  to 
twenty-five  percent  of  their  total  number  of  prescriptions  for  other  drugs.  A 
qualifying  patient  must  obtain  a new  physician  certification  at  least  annually. 

(14)  A physician  shall  not  issue  a certification  for  the  medical  use  of  marijuana  for  a 
non-emancipated  qualifying  patient  under  the  age  of  eighteen  without  the  written 
consent  of  the  qualifying  patient’s  parent  or  legal  guardian.  The  Department  shall 
not  issue  a patient  identification  card  on  behalf  of  a non-emancipated  qualifying 
patient  under  the  age  of  eighteen  without  the  written  consent  of  the  qualifying 
patient’s  parent  or  legal  guardian.  Such  card  shall  be  issued  to  one  of  the  parents  or 
guardians  and  not  directly  to  the  patient.  Only  a parent  or  guardian  may  serve  as  a 
primary  caregiver  for  a non-emancipated  qualifying  patient  under  the  age  of 
eighteen.  Only  the  qualifying  patient’s  parent  or  guardian  shall  purchase  or  possess 


medical  marijuana  for  a non-emancipated  patient  under  the  age  of  eighteen.  A parent 
or  guardian  shall  supervise  the  administration  of  medical  mari  juana  to  a non- 
emancipated  patient  under  the  age  of  eighteen 


(15)  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurance  coverage 
of  medical  marijuana  for  qualifying  patient  use. 


(16)  Real  and  personal  property  used  in  the  cultivation,  manufacture,  transport,  testing- 
distribution,  sale,  and  administration  of  marijuana  for  medical  use  or  for  activities 
otherwise  in  compliance  with  this  section  shall  not  be  subject  to  asset  torteiture 
solely  because  of  that  use. 


8.  Severability 

The  provisions  of  this  section  are  severable,  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measure,  or  an  application  thereof,  is  ad  judged  invalid  by  any  court  of  competent 
jurisdiction,  the  other  provisions  shall  continue  to  be  in  effect  to  the  fu llest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8,  2016,  as_providedby 
this  Constitution. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


October  28,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  1 (2016-129) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Sheila  Dundon  on  October  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • business  Services  • elections  • Publications  • Securities  • State  archives  • State  Library  • Wolfner  Library 


Sincerely, 


on  2 8 2015 

state  auditors  office 


)6rm 


County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and 

the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


j 


[Official  Ballot  title] 
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STATE  OF  MISSOURI,  COUNTY  OF . 


ro 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

• 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  Ins 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

if  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 
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Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  I is  amended  by  creating  one  new  section  to  be  known  as  Section  37  of  Article  I,  to  read 
as  follows: 

Section  37.  Right  to  Access  Medical  Marijuana 

1.  Purposes 

This  section  is  intended  to  permit  state-licensed  p hy sicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  qualifying  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possible 
benefits  of  medical  marijuana  use,  the  right  of  their  physicians  to  provide  professional  advice 
concerning  the  same,  and  the  right  to  use  medical  marijuana  for  treatment  under  the  supervision 
of  a physician. 

This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  are  necessary  to 
protect  patients,  their  primary  caregivers,  and  their  physicians  from  civil  and  criminal  penalties, 
and  to  allow  for  the  limited  legal  production,  distribution,  sale  and  purchase  of  mari  juana  for 
medical  use.  This  section  is  not  intended  to  change  current  civil  and  criminal  laws  governing  the 
use  of  marijuana  for  nonmedical  purposes.  The  section  does  not  allow  for  the  public  use  of 
marijuana  and  driving  under  the  influence  of  marijuana, 

2.  Definitions 

(1)  “Administer”  means  the  direct  application  of  marijuana  to  a qualifying  patient  by 
wav  of  any  of  the  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products: 

(b)  Vaporization  or  smoking  of  dried  flowers,  buds,  plant  material,  extracts,  or 
oils; 

(c)  Application  of  ointments  or  balms; 

(d)  Transdermal  patches  and  suppositories; 

(e)  Consuming  marijuana-infused  food  products;  or 

(f)  Any  other  method  recommended  by  a qualifying  patient’s  physician. 

(2)  “Department”  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 
agency. 

(3)  “Entity”  means  a natural  person,  corporation,  professional  corporation,  nonprofit 
corporation,  cooperative  corporation,  unincorporated  association,  business  trust, 
limited  liability  company,  general  or  limited  partnership,  limited  liability 
partnership,  joint  venture,  or  any  other  legal  enti ty. 

(4)  “Flowering  plant”  means  a marijuana  plant  from  the  time  it  exhibits  the  first  signs 
of  sexual  maturity  through  harvest. 

(5)  “Marijuana”  means  Cannabis  indica.  Cannabis  saliva , and  Cannabis  ruderalis , 
hybrids  of  such  species,  and  any  other  strains  commonly  understood  within  the 
scientific  community  to  constitute  marijuana,  as  well  as  resin  extracted  from  the 
plant  and  marijuana-infused  products.  “Marijuana”  does  not  include  industrial  hemp 
containing  a crop-wide  average  tetrahydrocannabinol  concentration  that  does  not 
exceed  three-tenths  of  one  percent  on  a dry  weight  basis,  or  commodities  or 
products  manufactured  from  industrial  hemp. 

(6)  “Marijuana-Infused  Products”  means  products  that  are  infused  with  marijuana  or  an 
extract  thereof  and  are  intended  for  use  or  consumption  other  than  by  smoking, 
including  but  not  limited  to  edible  products,  ointments,  and  tinctures. 

(7)  “Medical  Marijuana  Cultivation  Facility”  means  a facility  licensed  by  the 
Department,  to  acquire,  cultivate,  process,  transport,  and  sell  marijuana  to  a 
Medical  Marijuana  Dispensary  Facility  or  to  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility. 
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(8)  “Medical  Marijuana  Dispensary  Facility”  means  a facility  licensed  byjhe 
Department,  to  acquire,  sell,  transport,  and  deliver  marijuana,  marijuana-infused 
products,  and  drug  paraphernalia  used  to  administer  marijuana  as  provide^fbrjn 
this  section. 

(9)  “Medical  Marijuana-Infused  Products  Manufacturing  Facility”  means  a facility 
licensed  by  the  Department,  to  acquire,  manufacture,  transport,  and  sell  marijuana- 
infused  products  to  a Medical  Marijuana  Dispensary  Facility. 

(10)  “Medical  use”  means  the  production,  possession,  delivery,  distribution^ 
transportation,  or  administration  of  marijuana  or  a marij uana-infused  product,  or 
drug  paraphernalia  used  to  administer  marijuana  or  a marijuana-infused  product  Jor 
the  benefit  of  a qualifying  patient  to  mitigate  the  symptoms  or  effects  of  thg 
patient’s  qualifying  medical  condition. 

q 1}  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practice 
medicine  or  osteopathy  under  Missouri  law. 

Q2)  “Physician  certification”  means  a document,  whether  handwritten,  electronic  or  in 
another  com mon Iv  used  format,  signed  by  a physician  and  jtcdinj^liatJjidTe 
physician’s  professional  opinion,  the  patient  suffers  fromjj ^9u<djj^jn^,rriedicaj 
condition  and  is  likely  to  receive  therapeutic  or  palliative  benefit  from  the  medical 
use  of  marijuana  to  treat  or  alleviate  the  patient’s  qualifying  medicalmnditjqn_qr 
symptoms  associated  with  the  qualifying  medical  cond itjon. 
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(a)  Cancer; 

(b)  Epilepsy; 

(c)  Glaucoma; 

(d)  Intractable  migraines  unresponsive  to  other  treatment; 

(e)  A chronic  medical  condition  that  causes  severe,  persistent  pain  or  persjstent 
muscle  spasms,  including  but  not  limited  to  those  associated  with  multiple 
sclerosis,  seizures.  Parkinson’s  disease,  and  Tourette’s  syndrome; 

(f)  Debilitating  psychiatric  disorders,  including  bufjtotjimjted  to^poMArampatjc 
stress  disorder,  if  diagnosed  by  a state  licensed  psychiatrist; 

(g)  Human  immunodeficiency  virus  or  acquired  immune  deficjgncy_syndrome; 

(h)  A chronic  medical  condition  that  is  normally  treate4with_a^r^,nptjo^ 
medication  that  could  lead  to  physical  or  psychological  dependence.  vvhen  a 
physician  determines  that  medical  use  of  marijuana  could  be  effectivejn 
treating  that  condition  and  would  serve  as  a safer  alternativetpihe 
prescription  medication; 

(i)  Any  terminal  illness;  or 

(j)  In  the  professional  judgment  of  a physician,  any  othe^chronic^debilitating^)r 
otherwise  equivalent  condition,  including,  but  notjjmjted  to,  hepatitj s C, 
amyotrophic  lateral  sclerosis,  inflammatory  bowel  discase,  agitalion  ol 
Alzheimer's  disease,  cachexia,  and  wasting  syndrome. 


( 13)  “Primary  caregiver”  means  an  individual  twenty-one  years  of  age  or  older  whq  has 

significant  responsibility  for  managing  the  well-bei ngjifa  qualijymgpatjeiit  ahd 

who  is  designated  as  such  on  the  primary  caregiver’s  application  for  an 

identification  card  under  this  section  or  in  other  written  notification  to  the 

— ro 

Department.  — t 

(14)  “Qualifying  medical  condition”  means  the  condition  of,  symptomsreLatgd jajtrj 
side-effects  from  the  treatment  of: 
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“Qualifying  Patient”  means  a Missouri  resident  diagnosed  vvith  at  least  one 
qualifying  medical  condition. 


3.  Creating  Patient  Access  to  Medical  Marijuana 


(1)  In  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 


(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture, 
distribution,  and  sale  of  marijuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict,  or  revoke  such  licenses  upon  a violation  of  this 
section  or  a rule  promulgated  pursuant  to  this  section;  and  impose  any 
administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 

(b)  Promulgate  rules  and  emergency  rules  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  marijuana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  Department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section; 

(d)  Require  a seed-to-sale  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  immature  plant  stage  until  the  medical  marijuana 
or  medical  marij uana-inlused  product  is  sold  to  a qualifying  patient  or 
primary  caregiver  at  a Medical  Marijuana  Dispensary  Facility  to  ensure 
that  no  medical  marijuana  grown  by  a Medical  Marijuana  Cultivation 
Facility  or  manufactured  by  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility  is  sold  or  otherwise  transferred  except  bv  a 
Medical  Marijuana  Dispensary  Facility.  I f it  creates  a seed-to-sale 
tracking  system,  the  Department  shall  certify,  if  possible,  at  least  two 
commercially  available  systems  to  licensees  as  compliant  with  its 
tracking  standards  and  issue  standards  for  the  creation  or  use  of  other 
systems  by  licensees. 

(e)  Prepare  and  transmit  annually  a publicly  available  report  accounting  to 
the  Governor  for  the  efficient  discharge  of  all  responsibilities  assigned  to 
the  Department  under  this  section: 

(2)  The  Department  may  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcement  of  this  section  and  to  ensure  the  right  to, 
availability,  and  safe  use  of  marijuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  Department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carry 
out  the  mandates  of  this  section,  the  Department  may  issue  rules  or  emergency  rules 
relating  to  the  followi n g subjects: 

(a)  Compliance  with,  enforcement  of,  or  violation  of  any  provision  of  this 
section  or  any  rule  issued  pursuant  to  this  section,  including  procedures 
and  grounds  for  denying,  suspending,  fining,  restricting,  or  revoking  a 
state  license  issued  pursuant  to  this  section; 

(b)  Specifications  of  duties  of  officers  and  employees  of  the  Department; 

(c)  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers; 

(d)  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
Department; 

(f)  Prohibition  of  misrepresentation  and  unfair  practices; 

(g)  Control  of  informational  and  product  displays  on  licensed  premises; 
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(h)  Development  of  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees,  and  other  support  staff  or  entities 
licensed  pursuant  to  this  section,  including  a fingerprint-based  federal 
and  state  criminal  record  check  in  accordance  with  U.S.  Public  Law  92- 
544,  or  its  successor  provisions,  as  may  be  required  by  the  Department 
prior  to  issuing  a card  and  procedures  to  ensure  that  cards  for  new 
applicants  are  issued  within  fourteen  days; 

(i)  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
including,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  minimum  procedures  for  internal  control  as 
deemed  necessary  by  the  Department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirements  for 
changes,  alterations,  or  modifications  to  the  premises; 

(j)  Regulation  of  the  storage  of,  warehouses  for,  and  transportation  of 
marijuana  for  medical  use; 


(k)  Sanitary  requirements  for,  including,  but  not  limited  to,  the  preparation 
of  medical  mari  juana-infused  products; 


(I)  The  specification  of  acceptable  forms  of  picture  identification  that  a = 
Medical  Marijuana  Dispensary  Facility  may  accept  wh'feh  verify 


sale; 
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(m)  Labeling  and  packaging  standards; 

(n)  Records  to  be  kept  by  licensees  and  the  required  availability  of  the  ' 

records;  ™ > .11 
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(o)  State  licensing  procedures,  including  procedures  for  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees; 
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(p)  The  reporting  and  transmittal  of  tax  payments; 

(q)  Authorization  for  the  Department  of  Revenue  to  have  access  to  licensing 
information  to  ensure  tax  payment  and  the  effective  administration  of 
this  section;  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringent,  and 
comprehensive  administration  of  this  section. 

(3)  The  Department  shall  issue  rules  or  emergency  rules  for  a medicaLgiai^uajTa_a^ 
medical  marijuana-infused  products  independent  testing  and  certification  program 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  marijuana 
u_sj ng  an  impartial,  independent  laboratory  to  ensure,  at  a minim u m,  that  prod ucts 
sold  for  human  consu mption  do  not  contain  contaminants  that  are  iniunousjo 
hea Ith  and  to  ensure  correct  labeling. 

(4)  The  Department  shall  maintain  the  confidentiality  of  reports  or  other  information 
obtained  from  an  applicant  or  licensee  containing  any  individualized  data, 
information,  or  records  related  to  the  licensee  or  its  operation,  includm^sajes 
information,  financial  records,  tax  returns,  credit  reports,  cultivation  information, 
testing  results,  and  security  information  and  plans,  or  revealing  any  patient 
information,  or  any  other  records  that  are  exempt  from  public  inspgcTjoiipuj^uantJo 
state  or  federal  law.  Such  reports  or  other  information  may  be  used^onjy  fora 
purpose  authorized  by  this  section.  Any  information  released  related  to  patients  may 
be  used  only  for  a purpose  authorized  by  federal  law  and  this  section,  including 
verifying  that  a person  who  presented  a patient  identification  card  to  a state  or  local 
law  enforcement  official  is  lawful lv  in  possession  of  such  card. 

(5)  Within  ninety  davs  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  public  license  application  forms  and  application  jn^truetjonsjor 
Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities., 
and  Medical  Marijuana-Infused  Products  Manufacturing  Facilities, 
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(6)  Within  ninety  days  of  the  effective  date  of  this  section,  the  Department  shall  make 
available  to  the  pub  lie  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards. 

Within  one  hundred  fifty  days  of  the  effective  date  of  this  section,  the  Department 
shall  begin  accepting  applications  for  such  identification  cards. 

(7)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  grow  marijuana 
as  a Medical  Marijuana  Cultivation  Facility.  Each  facility  in  operation  shall  require 
a separate  license.  Each  indoor  facility  utilizing  artificial  lighting  may  be  limited  by 
the  Department  to  thirty  thousand  square  feet  of  flowering  plant  canopy  space.  Each 
outdoor  facility  utilizing  natural  lighting  may  be  J i mited  by  the  Department  to  two 
thousand  eight  hundred  floweri ng  plants.  Each  greenhouse  facility  using  a 
combination  of  natural  and  artificial  lighting  may  be  limited  by  the  Department,  at 
the  election  of  the  licensee,  to  two  thousand  eight  hundred  flowering  plants  or  thirty 
thousand  square  feet  of  flowering  plant  canopy  space.  The  license  shall  be  valid  for 
three  years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause. 

The  Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  twenty  thousand  dollars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  three  Medical  Marijuana  Cultivation 
Facility  licenses  shall  be  issued  to  any  entity  under  substantially  common  control, 
ownership,  or  management. 

(8)  An  entity  may  apply  to  the  Department  for  and  obtain  a license  to  operate  a Medical 
Marijuana  Dispensary  Facility.  Each  facility  in  operation  shall  require  a separate 
license.  A license  shall  be  valid  for  three  years  from  its  date  of  issuance  and  shall  be 
renewable,  except  for  good  cause.  The  Department  shall  charge  each  applicant  a 
non-refundable  fee  of  three  thousand  dollars  per  1 icense  application  or  renewal. 

Once  granted,  the  Department  shall  charge  each  licensee  an  annual  fee  of  ten 
thousand  dollars  per  facility  license.  Application  and  license  fees  shall  be  increased 
or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the 
previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency.  No  more  than 
six  Medical  Marijuana  Dispensary  Facility  licenses  shall  be  issued  to  any  entity 
under  substantially  common  control,  ownership,  or  management. 

(9)  An  entity  may  apply  to  the  Department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana-Infused  Products  Manufacturing  Facility.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  good  cause.  The 
Department  shall  charge  each  applicant  a non-refundable  fee  of  three  thousand 
dollars  per  license  application  or  renewal.  Once  granted,  the  Department  shall 
charge  each  licensee  an  annual  fee  of  ten  thousand  dollars  per  facility  license. 
Application  and  license  fees  shall  be  increased  or  decreased  each  year  by  the 
percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of  the 
Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor,  or  its  successor  agency.  No  more  than  five  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  licenses  shall  be  issued  to  any  entity  under 
substantially  common  control,  ownership,  or  management. 

(10)  Except  for  good  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may 
obtain  an  identification  card  from  the  Department  to  cultivate  up  to  six  flowering 
marijuana  plants  for  the  exclusive  use  of  that  qualifying  patient.  The  card  shall  be 
valid  for  twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the 
annual  submittal  of  a new  or  updated  physician’s  certification.  The  Department 
shall  charge  an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be 
increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  from  the 
end  of  the  previous  calendar  year  of  the  Consumer  Price  Index,  or  successor  index 
as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(11)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 

P urchased  by  or  on  behalf  of  a single  qualifying  patient  in  a thirty  day  period, 
provided  that  limit  is  not  less  than  six  ounces  of  dried,  unprocessed  marijuana,  or  its 
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equivalent.  Any  such  limit  shall  not  app ly  to  a qualifying  patient  with  written 
certification  from  two  independent  physicians  that  there  are  compel  ling  reasons 
why  the  qualifying  patient  needs  a greater  amount  than  the  limit  established  by  the 
Department. 

(12)  The  Department  may  set  a limit  on  the  amount  of  marijuana  that  may  be 
possessed  by  or  on  behalf  of  each  qualifying  patient,  provided  that  limit  is  not  less 
than  a sixty  day  supply  of  dried,  unprocessed  marijuana,  or  its  equivalent.  A 
primary  caregiver  may  possess  a separate  legal  limit  for  each  qualifying  patient 
under  their  care  and  a separate  legal  limit  for  themselves  if  they  are  a qualifying 
patient.  Qualifying  patients  cultivating  marijuana  for  medical  use  may  possess  up  to 
a ninety  day  supply,  so  long  as  the  supply  remains  on  property  under  their  control. 

Any  such  limit  shall  not  apply  to  a qualifying  patient  with  written  certification  from 
two  independent  physicians  that  there  are  compelling  reasons  for  additional  *3 
amounts.  Possession  of  between  the  legal  limit  and  up  to  twice  the  legal  limit  §hja  1 1 
subject  the  possessor  to  Department  sanctions,  including  an  administrative  penalty 
and  loss  of  their  patient  identification  card  for  up  to  a year.  Purposefully  possessin g 
amounts  in  excess  of  twice  the  legal  limit  shall  be  punishable  by  imprisonment  of 

up  to  one  year  and  a fine  of  up  to  two  thousand  dollars.  _ j . i 

cn 

(13)  The  Department  may  restrict  the  aggregate  number  of  licenses  granted  for  1 
Medical  Marijuana  Cultivation  Facilities,  provided,  however,  that  the  number  may 
not  be  limited  to  fewer  than  one  license  per  every  eighty  thousand  inhabitants,  or 
any  portion  thereof,  of  the  state  of  Missouri,  according  to  the  most  recent  census  of 
the  United  States.  In  any  year,  if  the  number  of  qualifying  applicants  and  any 
renewals  exceed  such  a restriction,  the  Department  shall,  after  renewingjdj 
qualifying  licenses,  rank  new  applicants  using  the  tollowi ng  factors:  site  security] 
capacity  or  experience  with  agriculture,  horticulture,  health  care,  or  a legal  cannabjs 
market;  acceptance  in  the  site  community;  potential  for  positive  economicjmpactjin 
the  site  community;  and  maintaining  competitiveness  in  the  marijuana  for  medjcd 
use  marketplace.  In  ranking  applicants  and  awarding  licenses,  the  Department  may 
consult  or  contract  with  other  public  agencies  with  relevant  expertisgj^ardmg 
these  factors.  The  Department  shall  lift  or  ease  any  limit  on  the  number  Medical, 

Marijuana  Cultivation  Facilities  to  meet  the  demand  for  medical  marijuana_by 
qualifying  patients. 

(14)  The  Department  may  restrict  the  aggregate  number  of  licenses  grantgdjbr 
Marij uana-lnfused  Products  Manufacturing  Facilities,  provided,  hovyever,  that  the 
number  may  not  be  limited  to  fewer  than  one  license  per  every  fifty  thousand 
inhabitants,  or  any  portion  thereof,  of  the  state  of  Missouri,  accord  ingtoThiempst 
recent  census  of  the  United  States.  In  any  year,  if  the  number  of  qualifying 
applicants  and  any  renewals  exceed  such  a restriction,  the  Department  shall,  after 
renewing  all  qualifying  licenses,  rank  new  applicants  using  the  followjngjacto^ 
site  security;  capacity  or  experience  with  food  and  beverage  manufacturi ng  or  a 
legal  cannabis  market;  acceptance  in  the  site  community;  potential  for  positivg 
economic  impact  in  the  site  community;  and  maintaining  competitiveness  jnjthe 
marijuana  for  medical  use  marketplace.  In  ranking  applicants  and  award ing 
licenses,  the  Department  may  consult  or  contract  with  other  public  aggncjgsjvith 
relevant  expertise  regarding  these  factors. 

(15)  If  a county  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  nuni hcr  of  cgialifying  applicants  and 
any  renewals  exceed  such  restriction,  the  Department  shall,  after  renewing_aN 
qualifying  licenses,  rank  new  applicants  using  the  following  factoi^Lgjjg^cuntyg 
experience  or  capacity  with  health  care  or  a legal  cannabjs  market;  acceptance  in 
the  site  community;  potential  for  positive  economic  impact  in  the  site  community! 
and  maintaining  competitiveness  in  the  marijuana  for  med ical  use  marketplace^  I n 
ranking  appl icants  and  awarding  licenses,  the  Department  may_consult  or  contract 
with  other  public  agencies  with  relevant  expertise  regard  ing  these  factors, 

(16)  The  Department  shall  begin  accepting  license  applications  for  MedicajJS4anjuar^ 
Dispensary  Facilities,  Medical  Marijuana  Cultivation  facilities,  ancLMedical 
Mariiuana-lnfused  Products  Manufacturing  Facilities  no  later  than  one  hundred  lifty 
days  after  the  effective  date  of  this  section . Applications  for  licenses  under  this 
section  shall  be  approved  or  denied  by  the  Department  no  later  than  onejiundred 
Fifty  days  after  their  submission.  If  the  Department  fails  to  carry  out  its  non- 
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discretionary  duty  to  approve  or  deny  an  application  within  one  hundred  fifty  days 
of  submission,  an  applicant  may  immediately  seek  a court  order  compelling  the 
Department  to  approve  or  deny  the  application. 

(17)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 

identification  card  or  cards  from  the  Department.  The  Department  shall  charge  a fee 
of  twenty-five  dollars  per  year  per  card  with  such  fee  to  be  increased  or  decreased 
each  year  by  the  percentage  of  increase  or  decrease  from  the  end  of  the  previous 
calendar  year  of  the  Consumer  Price  Index,  or  successor  index  as  published  by  the 
U.S.  Department  of  Labor  or  its  successor  agency.  Upon  receiving  an  application 
for  a qualifying  patient  identification  card  or  qualifying  patient  cultivation 
identification  card,  the  Department  shall,  with i n thirty  days,  either  issue  the  card  or 
provide  a written  explanation  for  its  denial.  If  the  Department  fails  to  issue  a card  to 
an  eligible  qualifying  patient  within  thirty  days,  then  their  physician  certification 
shall  serve  as  their  patient  identification  card  or  qualifying  patient  cultivation 
identification  card  for  up  to  one  year  from  the  date  of  physician  certification.  All 
initial  applications  for  or  renewals  of  a qualifying  patient  identification  card  or 
qualifying  patient  cultivation  identification  card  shall  be  accompanied  by  a 
physician  certification  that  is  less  than  thirty  days  old. 

08}  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  Department.  The  Department  shall  charge  a fee  of 
twenty-five  dollars  per  year,  with  such  fee  to  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  from  the  end  of  the  previous  calendar  year  of 
the  Consumer  Price  Index,  or  successor  index  as  published  by  the  U.S.  Department 
of  Labor,  or  its  successor  agency.  Upon  receiving  an  application  for  a primary 
caregiver  identification  card,  the  Department  shall,  within  thirty  days,  either  issue 
the  card  or  provide  a written  explanation  for  its  denial. 

(19)  All  marijuana  for  medical  use  sold  in  Missouri  shall  be  cultivated  in  a licensed 
Medical  Marijuana  Cultivation  Facility  located  in  Missouri. 

(20)  All  marijuana-infused  products  for  medical  use  sold  in  the  state  of  Missouri  shall 
be  manufactured  in  a Medical  Marijuana-Infused  Products  Manufacturing  Facility. 

(21)  The  denial  of  a license,  license  renewal,  or  identification  card  by  the  Department 
shall  be  appealable  to  the  Administrative  Hearing  Commission,  or  its  successor 
entity.  Following  the  exhaustion  of  administrative  review,  denial  of  a license, 
license  renewal,  or  identification  card  by  the  Department  shall  be  subject  to  judicial 
review  as  provided  by  law. 

(22)  No  elected  official  shall  interfere  directly  or  indirectly  with  the  Department’s 
obligations  and  activities  under  this  section. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medical 
Marijuana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  four 
percent  of  the  retail  price.  The  tax  shall  be  collected  by  each  licensed  Medical 
Marijuana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  five  percent  for  its  actual  collection  costs,  amounts 
generated  by  the  tax  levied  in  this  section  shall  be  deposited  by  the  Department  of 
Revenue  into  the  Missouri  Veterans’  Health  and  Care  Fund.  Licensed  entities 
making  retail  sales  within  the  state  shall  be  allowed  approved  credit  for  returns 
provided  the  tax  was  paid  on  the  returned  item  and  the  purchaser  was  given  jhe 
refund  or  credit. 


(2)  There  is  hereby  created  in  the  state  treasury  the  “Missouri  Veterans’  Health  and 
Care  Fund.”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The 
State  Treasurer  shall  be  custodian  of  the  fund,  and  he  or  she  shall  invest  moneys  in 
the  tund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  Commissioner  of 
Administration  is  authorized  to  make  cash  operating  transfers  to  the  fund  for 
pu  rposes  of  meeti ng  the  cash  req  uirements  of  the  Department  in  advance  o f i t 
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receiving  annual  application,  licensing,  and  tax  revenue,  with  any  such  transfers  to 
be  repaid  as  provided  by  law.  The  fund  shal  1 be  a dedicated  fund  and  shall  jtand 
appropriated  without  further  legislative  action  as  follows: 

(a)  First,  to  the  Department,  an  amount  necessary  for  the  Department  to  carry  out 
this  section,  including  repayment  of  any  cash  operating  transfers,  payments  made 
through  contract  or  agreement  with  other  state  and  public  agencies  necessary  to 
carry  out  this  section,  and  a reserve  fund  to  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carrying  out  this  section; 

(b)  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri 

Veterans  Commission  for  health  and  care  services  for  military  veteransjncludjng 
the  following  purposes:  operations,  maintenance  and  capital  improvements  of  the 
Missouri  Veteran’s  Homes,  the  Missouri  Service  Officer’s  Progrank^lolJhgr 
services  for  veterans  approved  by  the  Commission,  including  but  not  limited  to 
health  care  services,  mental  health  services,  drug  rehabilitation  services,  housing 
assistance,  job  training,  tuition  assistance,  and  housing  assistance  to  prevent 
homelessness.  The  Missouri  Veterans  Commission  shall  contract  with  othefcj 
public  agencies  for  the  delivery  of  services  bevond  its  expertiser-. . ^ 
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(c)  All  moneys  from  the  taxes  authorized  under  this  subsection  shall  provide 0 

additional  dedicated  funding  for  the  purposes  enumerated  aboveand  shall  nptJ 
replace  existing  dedicated  funding.  ^2  n 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kept  byihe_se[l^r 
which  identifies  bv  secure  and  encrypted  patient  number  issued  by  the  seller  to  ffjje 
qualifying  patient  involved  in  the  sale,  all  amounts  and  types  of  marijuanajirv^lyedl 
in  the  sale  and  the  total  amount  of  money  involved  in  the  sale,  including 
item i zations,  taxes  collected  and  grand  total  sale  amounts.  All  such  records  shaljjje 
kepton  the  premises  in  a readily  available  format  and  be  made  available  forreview 
bv  the  Department  and  the  Department  of  Revenue  upon  request.  Sucji records  shall 
be  retained  for  five  years  from  the  date  of  the  sale. 

(4)  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  ad^ontojmy 
general  state  and  local  sales  and  use  taxes  that  apply  to  retail  sales,  whjchjjhaM 
continue  to  be  collected  and  distributed  as  provided  bv  general  law. 

(5)  Except  as  authorized  in  this  subsection,  no  additional  taxgsj>halj_be  imposed  on  thg 
sale  of  marijuana  for  medica  I use. 

Additional  Patient,  Physician.  Caregiver  and  Provider  Protegtjons 

1 1 1 Except  as  provided  in  this  section,  the  possession  of  mariiuanajn^ntitje^ 

than  the  limits  of  this  section  or  established  bv  the  Department  and  transportation  of 
marijuana  from  a Medical  Marijuana  Dispensary  Facility  toJhgjqMlljying  patient 
residence  shall  not  subject  the  possessor  to  arrest,  criminal  orcjyiLllaMllty^ 
sanctions  under  Missouri  law,  provided  that  the  possessor  pi^duc^on^d^ndjo 
the  appropriate  authority  a valid  qualifying  patient  identification  card;^vaMd 
patient  cultivation  identification  card;  a valid  physician  certificationjwhilej^ 
application  for  an  identification  card;  or  a valid  primar^caregjveji^ 
card.  Production  of  the  respective  equivalent  identification  card  or  authorization 
issued  by  another  state  or  political  subdivision  of  another  state  shjjjjtjs(L!^ggLthc 
requ irements  of  th is  subdivision. 

(2)  No  patient  shall  be  denied  access  to  or  priority  for  an  organ_trgns£Lant  because  they 
hold  a qualifying  patient  identification  card  or  use  marijuana  for  medjcaLus^ 

Q)  A physician  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law  or  discipline  by  the  Missouri  State  Board  of  Registration  for  the 
Healing  Arts,  or  its  successor  agency,  for  issuing  a physician  certification  to_a 
patient  diagnosed  with  a qualifying  medical  condition  in  a manner  consistent  with 
this  section  and  legal  standards  of  professional  conduct 

(4)  A health  care  provider  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
anv  right  or  privilege,  civil  or  administrative  penalty  orsanction,  or  disciplinary 
artirm  hy  any  accreditation  or  licensing  board  or  commission  for  proyidingJigaUh 
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care  services  that  involve  the  medical  use  of  mariiuana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

(5)  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
any  right  or  privilege'  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  marij liana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct. 

(6)  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medi cal  use  of  marij uana  by  non-em ancipated  qualifying  patients  under 
eighteen  years  of  age  in  a manner  consistent  with  this  section  and  with  consent  of  a 
parent  or  guardian. 

(7)  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing,  transporting,  or  administering  marijuana  for 
medical  use  by  a qualifying  patient  or  participating  in  the  patient  cultivation  of  up 
to  six  flowering  marijuana  plants  per  patient  in  a manner  consistent  with  this  section 
and  generally  established  legal  standards  of  personal  or  professional  conduct. 

(8)  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association  or 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Mariiuana  Cultivation  Facilities,  Medical  Mariiuana  Dispensary 
Facilities,  Medical  Marijuana-ln Fused  Products  Manufacturing  Facilities,  qualifying 
patients,  primary  caregivers,  physicians,  health  care  providers  or  others  related  to 
activity  that  is  no  longer  subject  to  criminal  penalties  under  state  law  pursuant  to 
this  section. 

(9)  Actions  and  conduct  by  Qualifying  Patients,  Primary  Caregivers,  Medical 
Mariiuana  Cultivation  Facilities,  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facilities  licensed  or 
registered  with  the  Department,  or  their  employees  or  agents,  as  permitted  bv  this 
section  and  in  compliance  with  Department  regulations  and  other  standards  of  legal 
conduct,  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law,  except  as  provided  for  by  this  section. 

(10)  Nothing  in  this  section  shall  provide  immunity  for  negligence,  either  common  law 
or  statutorily  created,  nor  criminal  immunit ies  for  operating  a vehicle,  aircraft, 
dangerous  device,  or  navigating  a boat  under  the  influence  of  marijuana. 

(1 1)  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients,  Primary  Caregivers, 

Medical  Mariiuana  Cultivation  Facilities,  Medical  Marijuana-I nfused  Products 
Manufacturing  Facilities,  or  Medical  Mariiuana  Dispensary  Facilities  and  those 
who  allow  property  to  be  used  by  those  entities,  should  be  enforceable.  It  is  the 
public  policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qua  I i fyi  ng 
Patients,  Primary  Caregivers,  Medical  Marijuana  Cultivation  Facilities,  Medical 
Marijuana-Infused  Products  Manufacturing  Facilities,  or  Medical  Marijuana 
Dispensary  Faci lities,  or  by  a person  who  allows  property  to  be  used  for  activities 
that  are  exempt  from  state  criminal  penalties  by  this  section,  shall  be  unenforceable 
on  the  basis  that  activities  related  to  medical  marijuana  may  be  prohibited  by 
federal  law. 


6^  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  I aws  consistent  with 
this  section,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shall 
not  enact  laws  that  hinder  the  right  of  qualifying  patients  to  access  marijuana  for  medical  use 
as  granted  by  this  section 

7.  Additional  Provisions 


(1)  Nothing  in  this  section  permits  a person  to: 


(a)  Consume  marijuana  for  medical  use  in  a jail  or  correctional  facility; 
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(b)  Undertake  any  task  under  the  influence  of  mariiuana  when  doing  so  would 
constitute  negligence  or  professional  malpractice;  or 

(c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or 
motor  vehicle,  aircraft  or  motorboat  while  under  the  influence  of  mariiuana;  or 

(d)  Bring  a claim  against  any  employer,  former  employer,  or  prospective  employer 
for  wrongful  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy, 
based  on  the  employer,  former  cmp  I oyer,  or  prospective  employer  prohibiting  the 
employee,  former  employee,  or  prospect ive  employee  from  being  under  the 
influence  of  mariiuana  while  at  work  or  disciplining  the  employee  or  former 
employee,  up  to  and  including  termination  from  employment,  for  working  or 
attempting  to  work  while  under  the  influence  of  marijuana. 

(2)  No  Medical  Mariiuana  Cultivation  Facility.  Medical  Mariiuana  Dispensary  Facility, 
or  Medical  Mariiuana- Infused  Products  Manufacturing  Faci lity  shall  be  owned,  in 
whole  or  in  part,  or  have  as  an  officer,  director,  board  member,  manager,  or 
employee,  anv  individual  with  a disqualifying  felony  offense.  A “disqualifying^ 
felony  offense”  is  a violation  of,  and  conviction  or  guilty  plea  to,  state  or  fedcral  law 

that  is.  or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the  sententg 
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imposed,  unless  the  Department  determines  that:  — i 

. . . -jp 

(a)  The  person’s  conviction  was  for  the  medical  use  of  mariiuana  or  assisting  in  thg 

medical  use  of  mariiuana;  or  Z f.-7 

(b)  The  person’s  conviction  was  for  a non-violent  crime  for  which  he  or  she  was  ftfo 
incarcerated  and  that  is  more  than  five  years  old;  or 

(c)  More  than  five  years  have  passed  since  the  person  was  released  from  parole_or 
probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal 
offenses. 

The  Department  may  consult  with  and  rely  on  the  records,  advice  and 

recommendations  of  the  Attorney  General  and  the  Department  of  Public  Safety,  or 

their  successor  entities,  in  applying  this  subd i vision. 

(3)  All  Medical  Mariiuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility^ 
or  Med ical  Marijuana-Infused  Products  Manufacturing  Facil ity  licenses  shall  be 
held  hv  entities  that  are  majority  owned  by  natural  persons  who  have  been  citizens 
of  the  state  of  Missouri  for  at  least  one  year  prior  to  the  application  forsucjUlgensg 
or  licenses.  Notwithstanding  the  forgoing,  entities  outside  the  state  ofjVljs^rijTTay 
own  a minority  stake  in  such  entities. 

(4)  A county  may  require  a site  permit  for  a Medical  Marijuana  Dispensary  Facility 
utilizing  generally  applicable  permitting  standards.  In  addition , by  February  I, 

201 7,  a countv  may  limit  the  number  of  site  permits  to  be  granted  for  Medical 
Mariiuana  Dispensary  Facilities,  provided,  however,  that  thejiurnber  may  not  be 
limited  to  fewer  than  one  site  for  every  thirty  thousand  inhabitants,  or  any  portion 
thereof,  in  such  county,  according  to  the  most  recent  census  of  the  United_Statgs. 

After  a county's  initial  site  permit  limit  notification,  a county  shall  npfjjxfhg 
Department  of  any  change  to  its  site  permit  I imit  within  ten  days  of  such  decision, 
however,  the  number  of  site  permits  shall  not  be  less  than  the  number  of  licenses 
previously  issued  by  the  Department  for  that  county. 

(5)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility, 
or  Medical  Mariiuana-lnfused  Products  Manufacturing  Facility  shall  manufagture^ 
package  or  label  marijuana  or  marijuana-infused  products  in  a false  or  misleading 
manner.  No  person  shall  sell  any  product  in  a manner  designed  to  cause_confys]on 
between  a marijuana  or  marii uana-infused  product  and  any  product  not_gontajning 
marijuana.  A violation  ot  this  subdivision  shall  be  punishable  by  an  approj^jattjuTd 
proportional  Department  sanction,  up  to  andjncluding  joss  of  license. 

(6)  All  edible  marijuana-infused  products  shall  be  sold  in  individual,  child-re^stanl 
containers  that  are  labeled  with  dosage  amounts,  instructions  for  use,  and  estimated 
length  of  effectiveness.  All  marijuana  and  marijuana-infused  products_shall  be  sold 
in  containers  clearly  and  conspicuously  labeled,  in  a font  size  at  least  as  large  as  thg 
largest  other  font  size  used  on  the  package,  as  containing  'Marijuana,”  or  a 
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"‘Marijuana-Infused  Product.”  Violation  of  this  prohibition  shall  subject  the  violator 
to  Department  sanctions,  including  an  admin istrative  penalty. 

(7)  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  marijuana  for  medical  use  in  a public  place. 

Violation  of  this  prohibition  shal I subject  the  violator  to  sanctions  as  provided  by 
general  law. 

(9)  No  person  shall  extract  resins  from  marijuana  using  dangerous  materials  or 
combustible  gasses  without  a Medical  Marijuana-Infused  Products  Manufacturi ng 
Facility  license.  Violation  of  this  prohibition  shall  subject  the  violator  to 
Department  sanctions,  including  an  administrative  penalty  and  loss  of  their 
identification  card  or  license  for  up  to  one  year. 

(10)  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that  is 
equi pped  with  security  devices  that  permit  access  only  by  the  qualifying  patient  or 
by  such  patient’s  primary  caregiver.  Two  qualifying  patients,  who  both  hold  valid 
patient  cultivation  identification  cards,  may  share  one  enclosed,  locked  facility.  No 
more  than  twelve  patient  or  primary  caregiver  cultivated  flowering  marijuana  plants 
may  be  cultivated  in  a single,  enclosed  locked  facility,  except  when  a primary 
caregiver  also  holds  a patient  cultivation  identification  card,  in  which  case  no  more 
than  eighteen  flowering  marijuana  plants  may  be  cultivated  in  a single,  enclosed, 
locked  facility. 

(11)  No  Medical  Marijuana  Cultivation  Facility'  Medical  Marijuana  Dispensary 
Facility,  or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall 
assign,  sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other 
entity  without  the  express  consent  of  the  Department,  not  to  be  unreasonably 
withheld. 


(12)  Unless  allowed  by  the  local  government,  no  new  Medical  Marijuana  Cultivation 
Facility,  Medical  Marijuana  Dispensary  Facility,  or  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  shall  be  initially  sited  within  one  thousand  feet  of 
any  then-existing  elementary  or  secondary  school,  child  day-care  center,  or  church. 
No  local  government  shall  prohibit  Medical  Marijuana  Cultivation  Facilities. 
Medical  Marij uana-Infused  Products  Manufacturing  Facilities,  or  Medical 
Marijuana  Dispensary  Facilities,  either  expressly  or  through  the  enactment  of 
ord inances  or  regulations  that  make  their  operation  unduly  burdensome  in  the 
jurisdiction.  However,  local  governments  may  enact  ordinances  or  regulations  not 
in  conflict  with  this  section,  or  with  regulations  enacted  pursuant  to  this  section, 
governing  the  time,  place,  and  manner  of  such  facilities  in  the  locality.  A local 
government  may  establish  civil  penalties  for  violation  of  an  ord i nance  or 
regu lations  governing  the  time,  place,  and  manner  of  operation  of  a Medical 
Marijuana  Cultivation  Facility,  Medical  Marijuana  Infused  Products  Manufacturing 
Facility,  or  Medical  Marijuana  Dispensary  Facility  that  may  operate  in  such 
locality. 

(13)  Unless  superseded  by  federal  law  or  an  amendment  to  this  Constitution,  a 
physician  shall  not  recommend  the  medical  use  of  mari  juana  to  a patient  by  any 
means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  In  any  year,  no 
physician  shall  issue  more  physi cian  certifications  than  a number  equivalent  to 
twenty-five  percent  of  their  total  number  of  prescriptions  for  other  drugs.  A 
qualifying  patient  must  obtain  a new  physician  certification  at  least  annually. 

(14)  A physician  shall  not  issue  a certification  for  the  medical  use  of  marijuana  for  a 
non-emancipated  qualifying  patient  under  the  age  of  eighteen  without  the  written 
consent  of  the  qualifying  patient’s  parent  or  legal  guardian.  The  Department  shall 
not  issue  a patient  identification  card  on  behalf  of  a non-emancipated  qualifying 
patient  under  the  age  of  eighteen  without  the  written  consent  of  the  qualifying 
patient’s  parent  or  legal  guardian.  Such  card  shall  be  issued  to  one  of  the  parents  or 
guardians  and  not  directly  to  the  patient.  Only  a parent  or  guardian  may  serve  as  a 
primary  caregiver  for  a non-emancipated  qualifying  patient  under  the  age  of 
eighteen.  Only  the  qualifying  patient’s  parent  or  guardian  shall  purchase  or  possess 
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med i cal  mari  juana  for  a non-em ancipated  patient  under  the  age  of  eighteen.  A parent 
or  guardian  shall  supervise  the  administration  of  medical  marijuana  to  a non- 
emancipated  patient  under  the  age  of  eighteen 

(15)  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurancc_goyeragg 
of  medical  marijuana  for  quali fying  patient  use. 

(16)  Real  and  personal  property  used  in  the  cultivation,  manufacture,  transport,  testing, 
distribution,  sale,  and  administration  of  mari  juana  for  medical  use  or  for  activities 
otherwise  in  compliance  with  this  section  shall  not  be  subject  to  asset  forfeiture 
solely  because  of  that  use. 

8.  Severability 

The  provisions  of  this  section  are  severable,  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measnre1  or  an  application  thereof,  is  adjudged  invalid  by  any  court  of  competent 
j urisd iction.  the  other  provisions  shall  cont inue  to  be  i n effect  to  the  fullest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8,  20j6^as^i^ided  by 
this  Constitution. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


October  20,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Brad  Bradshaw  regarding  a proposed  constitutional  amendment  to 

Article  XV  (2016-128) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Brad  Bradshaw  on  October  19,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirki>atrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative;  rules  • business  services  • elections  • publications  • Securities  • state  archives  • State  library  • wolfner  library 
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It  is  a class  A misdemeanor  punishable,  nolwilhstanding  ihe  provisions  of  Section  560.02 1,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

l'o  the  I ionorable  Jason  Kander,  Secretary  of  Slate  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  State  of  Missouri  and 


County  (or  City  of  St.  Louis),  respectfully  order  that  the  following 
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pioposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  Ihe  State  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election 
to  he  held  on  the  8th  day  ol  November,  2016  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the 
Slate  ot  Missouri  and  County  (or  City  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which 


live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF I, being  first  duly  sworn,  say 

i print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
Street,  No  PO  Boxes 
(City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

/ 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  loregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her 

name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  Stale  of  Missouri  and 

County. 


FURTHERMORE,  I I IEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do  do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant  (Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 


Signature  of  Notary' 
Address  of  Notary 

Notary  Public  (Seal) 

My  commission  expires . 
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Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended. 

One  new  article  and  eleven  new  sections  are  adopted  by  adding  eleven  new  sections  to  a new  Article,  to  be 
known  as  Sections  1 through  Section  1 1 of  Article  XV  to  read  as  lollows. 

Section  1.  Purpose. 

(a)  For  the  purpose  of  benefiting  the  citizens  of  Missouri  by  providing  for  medical  research  to  find  and 
develop  cures  and  treatments  for  cancer  and  other  incurable  and  chronic  diseases  or  medical  conditions,  and 
generate  revenue  therefrom  by  funding  said  medical  research  by  the  legalization  and  use  ol  medical  mariiuana 
or  its  derivatives  as  palliative  or  ameliorative  treatment  for  any  such  condition,  with  taxes  on  medical  matiiuana 
or  any  derivatives  thereof  as  set  forth  herein,  with  the  proceeds  of  such  taxes  to  be  used  to  establish,  piovidc  toi, 
and  continue  such  medical  research  as  provided  herein. 

Section  2.  Definitions: 

As  used  in  this  Article  XV.  the  following  terms  shall  mean: 

(a)  “Administer”  means  the  direct  application  of  marijuana  to  the  body  of  a qualifying  patient  by  any. 
approved  method,  as  defined  herein. 

(b)  “Approved  methods”  for  the  administration  of  marijuana  are  defined  to  include  ingestion  oi  capsules, 
teas  and  other  sanctioned  mariiuana-infused  products,  vaporization  or  smoking  of  dried  flowers/buds  or  plant 
material,  application  of  ointments,  patches,  or  balms,  consuming  mariiuana-intused  lood  products  oi  any  othej 
method  recommended  bv  a qualifying  patient’s  physician  and  approved  by  the  Reseaich  Boaid, 

(c)  “Authorized  physician”  means  an  individual  who  is  licensed  bv  the  Missouri  State  Board  ol  Registration 
for  the  Healing  Arts  and  in  good  standing  to  practice  medicine  or  osteopathy  under  Missouri  law  and  has  noh 
within  the  past  ten  (10)  years,  been  subject  to  discipline  bv  the  Missouri  State  Board  of  Registration  for  the 
Healing  Arts  for  inappropriate  personal  use  of  controlled  substances  or  alcohol,  or  inappropriate  presci  ibing  ol 
controlled  substances. 

(d)  “Building  and  construction”  means  the  erection,  renovation,  development  or  remodeling  oi  any 
structure  called  for  in  this  Article  XV  including,  but  not  limited  to,  mariiuana  cultivation  facilities,  offices, 
buildings,  clinics,  hospitals,  sidewalks,  roads,  public  transit  systems  and  structures,  public  recreational  and 
entertainment  zones  and  facilities,  community  development  and  zoology  areas,  landscaping,  green  spaces^ 
business  enterprise  zones,  housings,  apartments,  condominiums,  grocery  stores,  parks,  recreational  areas  and  tlic 
planning,  design,  development,  architectural  design  and  engineering  and  management  ol  any  ol  the  same. 


(e)  “Campus”  means  the  primary  and  main  physical  location  of  a campus  where  medical,  research  and 
treatment  shall  be  performed,  medical  mariiuana  may  be  cultivated  and  studied  lor  the  diseases  it  ameliorates^ 
the  location  of  the  headquarters  of  the  Research  Board  and  where  the  Board  shall  primarily  operate,  also 
including  but  not  limited  to,  the  campus  selected  and  developed  under  land  acquisition  and  land  development, 
and  used  as  the  primary  physical  location  for  lobs,  building  and  construction,  land  development,  improvements^ 
research  and  education  in  Missouri  in  the  endeavor  to  find  cures  for  presently  incurable  diseases  undei  tins 
Article  XV. 

( f)  “Cures”  means  any  and  all  cures,  also  including  but  not  limited  to,  medical  treatments,  psychiatric  and 
psychological  treatments,  medications,  protocols,  therapies,  surgeries,  genetic  material,  biologicals,  behavioral 
treatments,  clinical  trials,  laboratory  studies,  diagnostic  tests,  evaluations,  counseling,  treatments,  implants, 
grafts,  hardware,  orthotics.  machines,  electronic  devices,  computers,  software  programs,,  studies,  and  endeavoj.s 
that  help  or  may  help  in  studying,  slowing,  curing,  eliminating,  halting,  placing  in  remission,  ameliorating 
ending,  or  regressing  any  or  all  presently  incurable  diseases,  targeted  diseases,  or  conditions,  illnesses  and 
diseases  that  are  otherwise  incurable- 

fa)  “Designated  primary  caregiver”  means  an  individual  twenty-one  (21)  years  ol  age  or  older  who  has 
significant  responsibility  for  managing  the  well-being  of  a qualified  patient  who  has  a physician  certification,  as 
identified  in  the  application  for  a designated  primary  caregiver  identification  card  consistent  with  the  regulations 
of  the  Research  Board. 


(h)  “Designated  primary  caregiver  identification  card”  means  a card  issued  by  the  Research  Board  to  a 
designated  primary  caregiver. 


a ) 


//  - y2. 

'Education”  means  any  and  all  education,  also  including  but  not  limited  to,  teaching  training  and  d 


education  that  is,  directly  or  indirectly.,  necessary,  helpful  or  supportive  to  jobs,  building  and  construction,  land 
development,  campus  development,  camnus  improvement,  research,  jobs  and  education  in  Missouri  in  the 
endeavor  to  find  cures  for  incurable  diseases. 


(j)  “Endeavor”  means  any  and  all  endeavors,  also  including  but  not  limited  to,  attempts,  quests,  searches, 
championing,  pursuit,  travel,  work,  inquiries,  treatments,  protocols,  implementations,  and  research  relating  to 
jobs,  building  and  construction,  land  development,  campus,  research  and  education  in  Missouri  in  the  effort  to 
find  cures  for  presently  incurable  diseases. 

(k)  “In  Missouri”  means  within  the  geographic  boundaries  of  the  State  of  Missouri  as  established  by  law  and 
this  Constitution. 


(1)  “Jobs”  means  any  and  all  forms  of  jobs  and  work,  also  including  but  not  limited  to,  employment  of 
individuals  where  the  work  classification  is  directly  or  indirectly  related  to  building  and  construction,  land 
development,  campus,  research  and  education  in  Missouri  in  the  endeavor  to  find  cures  for  presently  incurable 
diseases. 


( in)  “Land  acquisition”  means  the  acquisition  of  real  and  personal  property,  also  including  but  not  limited  to 
investigations,  inquiries,  studies,  plans  and  review  of  data  to  determine  from  three  (3)  to  five  (5)  potential 
locations  for  land  development  and  acquisition  for  a campus  where  jobs  will  be  had,  building  and  construction 
will  occur  and  research  and  education  in  Missouri  will  take  place  in  the  endeavor  to  find  cures  for  presently 
incurable  diseases  and  where  the  Research  Board  shall  be  primarily  located. 

(n)  “Land  development”  means  any  and  all  land  planning  and  development,  also  including  hut  not  limited  to 
studies,  inquiries,  exploration,  research,  planning,  and  actual  purchase  of  lands,  buildings,  real  estate  and 
property  related  to  site  development  and  the  campus,  land  acquisition,  land  design  and  use,  covenants, 
restrictions,  and  ancillary  jobs,  building  and  construction,  research  and  education  in  Missouri  in  the  endeavor  to 
find  cures  lor  presently  incurable  diseases. 

(o)  "Marijuana”  means  Cannabis  indica , Cannabis  saliva . and  Cannabis  ruderalis , hybrids  of  such  species, 
and  any  other  strains  commonly  understood  within  the  scientific  community  to  constitute  marijuana  or 
otherwise  designated  as  such  by  the  Research  Board. 

(p)  “Medical  Marijuana  Cultivation  Facility”  means  a facility  licensed  by  the  Research  Board,  to  cultivate, 
transport  and  sell  marijuana  to  a Medical  Marijuana  Dispensary  Facility  for  sale  for  medical  use  or  to  a Medical 
Marijuana- Infused  Products  Manufacturing  Facility  for  use  and  manufacture  in  marijuana-infused  products  for 
sale  to  a Medical  Marijuana  Dispensary  Facility  for  sale  for  medical  use. 

fq)  “Medical  Marijuana  Dispensary  Facility”  means  a facility,  licensed  by  the  Research  Board,  to  sell  and 
transport  marijuana  or  marijuana-infused  products  for  medical  use,  as  provided  in  this  Article  XV. 

(r)  “Medical  Marijuana-Infused  Products  Manufacturing  Facility”  means  a facility,  licensed  by  the  Research 
Board,  to  manufacture  and  transport  marijuana-infused  products  for  sale  to  a Medical  Marijuana  Dispensary 
Facility  for  sale  for  medical  use. 

(sj  “Medical  use  of  marijuana”  means  the  production,  possession,  delivery,  transportation,  distribution  or 
administration  of  marijuana,  or  paraphernalia  used  to  administer  marijuana,  as  a reasonable  benefit  for  a person 
to  mitigate  the  symptoms  or  effects  of  the  person’s  qualifying  medical  condition. 

(0  “Participating  research  entities”  means  public,  private,  quasi-public  or  quasi-private  entities  that  enter 
into  contracts  with  the  Research  Board  for  research,  jobs,  education,  building  and  construction,  and  endeavors  jo 
facilitate  finding  cures  for  presently  incurable  diseases. 

(u)  “Physician  certification”  means  a written  document,  signed  by  an  authorized  physician  that  states  in  the 
physician’s  professional  opinion,  the  qualifying  patient  sulfers  from  a qualifying  medical  condition,  and  that  thg 
potential  benefits  of  the  medical  use  of  marijuana  may  outweigh  the  health  risks  to  the  qualifying  patient. 

(v)  “Plant  canopy”  means  the  area  dedicated  to  live  marijuana  plants,  such  as  plants  cultivated  for  sale, 
maintaining  mother  plants,  propagating  plants  from  seed  to  plant  tissue,  clones,  vegetative  or  flowering  aiea. 
Plant  canopy  does  not  include  areas  such  as  space  used  for  the  storage  of  fertilizers,  pesticides,  or  other 
products,  quarantine,  gardening  tools,  office  space,  walkways  and  the  like. 

(w)  “Presently  incurable  diseases”  means  any  and  all  diseases  and  disorders  that  are  presently  as  well  as  in 
the  future  determined  to  be  incurable,  including  but  not  limited  to,  illnesses,  diseases,  ailments,  conditions.and 
syndromes  that  are  terminal,  fatal,  progressive,  not  necessarily  progressive  but  result  in  long  term  and  frequently. 
permanent  injury,  disability  or  suitering,  or  such  conditions  that  are  not  readily  or  not  ellectively  treatable  to  a 
full  cure. 


/&-  / 

(20  “Qualifying  medical  condition”  means  diseases  that  medical  marijuana  ameliorates,  including  but  not 
limited  to: 
h cancer, 

1L  epilepsy, 

iii.  multiple  sclerosis, 

iv.  human  immunodeficiency  virus  and  acquired  immune  deficiency  syndrome, 

^ glaucoma. 

vi.  intractable  migraines  unresponsive  to  other  treatment, 

vii.  a chronic  medical  condition  that  causes  persistent  nain  and/or  persistent  muscle  spasms  including  but  not 
limited  to  those  associated  with  paralysis.  Bell’s  Palsy,  and  Tourette’s  syndrome, 

viii.  debilitating  psychiatric  disorders  that  benefit  lrom  medical  marijuana  and  have  been  treated  at  some 
point  in  the  patient’s  medical  history  by  a physician  who  has  received  at  least  one  year  of  training  in  a 
psychiatric  internship  or  residency  program, 

ix.  a terminal  illness,  and 

>c.  any  other  diseases  that  the  Research  Board  determines,  based  upon  reliable  data  and  generally  accepted 
scientific  principles,  will  benefit  from  treatment  with  medical  marijuana- 

tv)  “Qualifying  patient”  means  1)  a patient,  eighteen  (18)  years  old  or  older,  with  one  or  more  qualifying 
medical  conditions,  or  2)  a patient,  under  eighteen  (18)  years  old,  with  one  or  more  qualifying  medical 
conditions  who  also  has  notarized  written  consent  from  a parent  or  legal  guardian  to  use  medical  mariiuana  or 
medical  marijuana-infused  products. 

(z)  “Qualifying  patient  identification  card”  means  a card  issued  by  the  Research  Board  lor  a qualilying 
patient  with  a valid  physician  certification. 

( aa)  “Research”  means  any  and  all  research  and  development,  also  including  but  not  limited  to,  teaching, 

training,  studies,  analysis,  evaluations,  and  education  that  is,  directly  or  indirectly,  necessary,  helplul  or 
supportive  to  discovering,  implementing,  or  finding  cures,  and  studies  tor  cures  oi  illnesses  and  diseases  that  arc 
presently  incurable  diseases  and  ancillary  jobs,  building  and  construction,  research  and  education  in  Missouri  in 
the  endeavor  to  find  cures  for  presently  incurable  diseases. 

(bb)  “Research  Board”  means  the  Board  of  Research  and  Drug  Development- 

fee')  “Secondary  campus”  means  Research  Board  discretionary  secondary  physical  locations,  including  but 
not  limited  to  building  and  construction  of  such  secondary  campuses  that  will  operate  in  collaboration  with  any 
accredited  medical  or  pharmacy  school  located  within  Missouri  under  this  Article  XV,  section  3 and  section  5, 
and  used  for  jobs,  building  and  construction,  research,  and  education  in  Missouri  in  the  endeavor  to  find  cures 
for  presently  incurable  diseases  under  this  Article  XV. 

(dd)  “Targeted  diseased”  means  any  and  all  presently  incurable  diseases  that  are,  or  may  be,  specifically 
identified  or  singled  out,  or  otherwise  isolated,  whether  by  type,  sub-type,  sub-sub-type,  and  to  show  by 
example:  breast  cancer,  or  interlobular  breast  cancer,  or  estrogen  positive  breast  cancer,  or  estrogen  negative 
interlobular  breast  cancer,  or  poorly  differentiated  estrogen  positive  interlobular  breast  cancer,  etc.;  or  leukemia 
or  chronic  lymphocytic  leukemia  or  acute  lymphocytic  leukemia,  or  acute  lymphocytic  leukemia  with  certain 
genetic  markers,  or  chronic  myelogenous  leukemia,  etc.:  or  Parkinson’s  disease,  or  early  onset  Parkinson’s 
disease,  etc.:  or  endogenous  depression,  or  depression  secondary  to  bipolar  disorder,  etc. 

All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this  section  are 
severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  mrisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be  and 
remain  valid. 

Section  3.  Research  Board  and  Duties. 


(a)  There  is  hereby  created  and  established  as  a governmental  instrumentality  of  the  state  of  Missouri  the 
“Research  and  Drug  Development  Institute”  which  shall  constitute  a body  corporate  and  politic  and  operate 
pursuant  to  this  Article  XV.  The  Research  and  Drug  Development  Institute  shall  exist  on  a campus  established 
by  building  and  construction  on  land  acquired  and  land  developed  pursuant  to  this  Article  XV.  On  this 
Research  and  Drug  Development  Institute,  campus  research  shall  be  performed  in  the  endeavor  to  find  cures  for 
presently  incurable  diseases.  The  Research  and  Drug  Development  Institute  shall  have  located  on  its  campus 
targeted  disease  research  groups  to  further  this  research. 


(b)  “Research  and  Drug  Development  Institute”  shall  be  governed  by  the  “Board  of  Research  and  Drug 
Development,”  hereinafter  “Research  Board”. 


(cl  The  Research  and  Prim  Development  Institute  and  the  Research  Board  shall  not  be  assigned  to  anv 
Missouri  Department  but  rather  shall  be  independent  entities  existing  and  operating  pursuant  to  this  Article  XV 
under  the  direction  of  the  Lieutenant  Governor  who  shall  be  the  director  of  the  Research  Board- 

Id)  In  the  event  the  ‘'Research  and  Drum  Development  Institute”  and  “Research  Board”  are  transferred  by 
operation  of  Article  IV  section  12  to  a Department,  then  they  shall  be  assigned  to  the  Department  of  Health  and 
Senior  Services  with  supervision  of  the  department  extending  only  to  budgeting  and  reporting  as  provided  by 
subdivisions  (4)  and  (5)  of  subsection  6 of  section  1 of  the  Reorganization  Act  of  1974.  Supervision  by  the 
department  shall  not  extend  to  matters  relating  to  policies,  regulatory  functions,  contracts,  or  other  matters 
specifically  entrusted  to  the  Research  Board  by  this  Article  XV,  and  neither  the  director  of  the  department  nor 
any  employee  of  the  department  shall,  directly  or  indirectly,  interfere  with  the  activities  of  the  Research  Board 
or  the  research  provided  by  this  Article  XV. 

(e)  The  Research  Board  is  charged  by  the  people  of  the  State  of  Missouri  to  effectuate  this  Article  XV.  to 
find  cures  for  currently  incurable  diseases,  and  to  the  extent  reasonably  practicable  generate  income  to  the  State 
of  Missouri  with  such  cures. 


(0  It  is  the  duty  of  the  Research  Board  to  promulgate  rules  and  regulations  in  accordance  with  the 
provisions  of  this  Article  XV.  and  to  effectuate  the  provisions  of  this  Article  XV.  The  Research  Board  shall  file 
proposed  rules  with  the  secretary  of  state  no  later  than  ten  (10)  months  alter  the  effective  date  of  this  Article 


XV. 


(a)  All  rules  and  regulations  of  the  Research  Board,  except  those  relating  to  its  organization  and  internal 
management,  shall  take  effect  not  less  than  ten  (10)  days  after  the  filing  thereof  in  the  office  of  the  secretary  of 
state. 


(h)  The  Research  Board  shall  consist  of  the  Lieutenant  Governor,  and  eight  (8)  members  to  be  selected  by 
the  Lieutenant  Governor  as  set  forth  in  this  Article  XV,  The  members  of  the  Board,  other  than  the  temporary 
“then  existing  Research  Board”  in  section  3(p).  appointed  by  the  Lieutenant  Governor  shall  serve  the  following 
terms:  four  (41  shall  serve  three  (31  years,  and  four  (4)  shall  serve  six  (6)  years.  Thereafter,  each  appointment 
shall  be  for  a term  of  six  (6)  years.  If  for  any  reason  a vacancy  occurs,  the  Lieutenant  Governor  shall  appoint  a 
nevy  member  to  fill  the  unexpired  term.  Members  are  eligible  for  up  to  four  reappointments.  Other  than  the 
Lieutenant  Governor,  no  member  of  such  Research  Board  shall  hold  any  public  office,  and  no  member  shall 
hold  anv  official  position  in  a political  party. 

(i)  Five  (5)  members  of  the  Research  Board  shall  constitute  a quorum.  No  vacancy  in  the  membership  of  the 
Board  shall  impair  the  right  of  a Quorum  to  exercise  all  the  rights  and  perform  all  the  duties  of  the  Research 
Board.  The  Research  Board  may  act  only  by  the  concurrence  of  a majority  of  a quorum,  with  such  quorum 
meeting  in  person  when  practicable  but  by  video  teleconference  or  similar  means  when  approved  by  a majority 
of  the  quorum.  Except  for  the  Lieutenant  Governor,  failure  to  regularly  and  frequently  participate  in  Research 
Board  business  shall  be  grounds  for  dismissal  from  the  Research  Board  upon  a vote  of  six  (6)  members  of  the 
Research  Board. 


{]}  The  Research  Board  is  hereby  granted,  has  and  may  exercise  all  powers  necessary  or  appropriate  to 
implement,  carry  out,  enforce  and  effectuate  its  purpose,  and  the  purposes  of  this  Article  XV  including  but  not 
limited  to  the  following: 

f To  make,  purchase  or  participate  in  the  purchase  of  property; 

if  Adopt  bylaws  for  the  regulation  of  its  affairs  and  the  conduct  or  discharge  of  its  business  and  define 

terms  so  as  to  reasonably  and  effectively  carry  out  the  purpose  of  this  Article  XV; 

iif  To  accent  appropriations,  gifts,  grants,  bequests,  and  devises  and  to  utilize  or  dispose  of  the  same  to 
cany  out  its  purpose: 

iw  To  make  and  execute  contracts,  releases,  compromises,  and  other  instruments  necessary  or  convenient 
for  the  exercise  of  its  powers,  or  to  carry  out  its  purpose; 

v.  To  sue  and  be  sued: 

vi.  To  have  a seal  and  alter  the  same  at  will: 

vii.  To  make,  promulgate,  and,  from  time  to  time,  amend  and  repeal  rules  and  regulations; 

viii.  To  perform  all  administrative  duties  necessary  or  that  reasonably  assist  in  the  discharge  and  conduct  ol 
its  business  as  defined  in  this  Article  XV.  including,  but  not  limited  to,  the  formation  of  committees  and 
subcommittees  and  the  delegation  of  its  authority  to  such  committees  and  subcommittees. 

ix.  To  acquire,  hold  and  dispose  of  personal  property  for  its  purpose; 

x.  To  sell,  at  public  or  private  sale,  anv  mortgage,  negotiable  instrument  or  obligation  securing  building  and 
construction  or  land  development: 

xf  To  enter  into  agreements  or  other  transactions  with  anv  federal  or  state  agency,  any  person  or  any 
domestic  or  foreign  partnership,  corporation,  association,  organization,  or  participating  research  entity,; 

xii.  To  acquire  real  property,  or  an  interest  therein,  in  its  own  name,  to  lease  for  up  to  one  hundred  (100) 
years  and  one  option  to  renew  up  to  another  one  hundred  (100)  years  such  property  to  a tenant  to  develop, 
for  building  and  construction,  and  to  manage  and  operate  such  property,  to  enter  into  management  contracts. 
with  respect  to  such  property  and  to  mortgage  such  property; 


xiii.  To  procure  insurance  against  any  loss  in  connection  with  its  property  in  such  amounts,  and  from  such 

insurers,  as  may  be  necessary  or  desirable;  /b  'l2-$ 

xiv.  To  issue  and  sell  revenue  bonds  to  fund  any  purpose  authorized  by  this  Article  XV.  Any  bonds  issued 
under  the  provisions  of  this  Article  XV  shall  not  be  deemed  to  be  an  indebtedness  of  the  State  of  Missouri 
or  of  any  political  subdivision  thereof,  and  shall  not  be  deemed  to  be  an  indebtedness  within  the  meaning  of 
any  constitutional  or  statutory  limitation  upon  the  incurring  of  indebtedness.  The  proceeds  of  the  sale  or 
sales  of  any  bonds  issued  hereunder  shall  be  paid  into  the  state  treasury  and  be  credited  to  a fund  to  be 
designated  the  “Research  and  Drug  Development  Institute  Trust  Fund”  General  Purpose  Account.  The 
bonds  shall  be  retired  serially  and  by  installments  within  a period  not  to  exceed  twenty-five  (25s)  years  from 
their  date  of  issue  and  shall  bear  interest  at  a rate  or  rates  not  exceeding  the  rate  permitted  by  law. 

(IQ  The  Research  Board  shall  issue  rules  and  regulations  for  licensure  of  marijuana  facilities,  including  but 
not  limited  to  procedures  for  issuing,  renewing  and  revoking  licenses  lor  Medical  Marijuana  Cultivation 
Facilities,  Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  and  Medical  Marijuana  Dispensary 
Facilities,  for  the  issuance,  renewal  and  revocation  of  qualifying  patient  identification  cards  and  designated 
primary  caregiver  identification  cards,  and  the  creation  of  a confidential  qualifying  patient  and  designated 
primary  caregiver  registry.  The  purpose  of  the  regulations  within  this  subsection  (10  is  to  ensure  the  availability 
and  safe  use  of  marijuana  by  qualifying  patients. 

(1}  The  Research  Board  shall  charge  each  applicant  for  a license  to  operate  a Medical  Marijuana 
Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility  or  Medical  Marijuana-Infused  Products 
Manufacturing  Facility,  all  fees  and  taxes  as  provided  in  this  Article  XV,  and  an  additional  fee  equal  to  the  pro- 
rata estimated  average  yearly  cost  to  the  Research  Board  of  administrating  and  enforcing  this  Article  XV, 
estimated  over  a five  (5)  year  period  beginning  on  January  1st  of  the  year  the  applicant  applies  for  such  license, 
divided  equally  among  all  applicants  based  on  the  yearly  estimated  number  of  applicants  for  such  licenses  over 
the  same  five  (5s)  year  period,  as  reasonably  estimated  by  the  Research  Board. 

(m)  The  Research  Board  may  set  a limit  on  the  amount  of  marijuana  that  may  be  purchased  per  month, 
provided  that  limit  is  not  less  than  one  hundred  (100)  grams  per  month  of  dried  unprocessed  marijuana  or  its 
extract  equivalent  as  reasonably  determined  by  the  Research  Board.  Any  such  limit  shall  not  apply  to  a 
qualifying  patient  with  written  certification  from  two  physicians,  not  of  the  same  clinic,  that  there  are 
compelling  reasons  for  additional  amounts. 

(n)  The  Research  Board  shall  restrict  the  number  of  licenses  granted  for  Medical  Marijuana  Dispensary 
Facilities  within  each  county  or  city  not  within  a county  to  two  (2)  for  every  twenty  thousand  (20,000) 
inhabitants.  If  a county  or  city  not  within  a county  has  fewer  than  twenty  thousand  (20,000)  inhabitants,  the 
Research  Board  shall  restrict  the  number  of  licenses  granted  for  Medical  Marijuana  Dispensary  Facilities  to  two 
(2),  Upon  the  written  request  of  the  governing  body  of  a county  or  city  not  within  a county  to  increase  the 
number  of  available  licenses,  the  Research  Board  shall  accordingly  increase  the  number  of  licenses  granted  for 
Medical  Marijuana  Dispensary  Facilities  within  the  same  county  or  city  not  within  a county. 

to)  The  Lieutenant  Governor  shall  not  receive  compensation  under  this  Article  XV  but  shall  receive 
reimbursements  for  discharging  his/her  duties  under  this  Article  XV.  Other  members  of  the  Research  Board 
shall  receive  compensation  and  reimbursement  for  expenses  incurred  in  discharging  their  duties  under  this 
Article  XV.  For  members  other  than  the  Lieutenant  Governor  the  initial  eight  members  of  the  Research  Board 
shall  have  their  compensation  set  as  the  annual  salary  received  by  the  Missouri  Supreme  Court  Chief  Justice. 
Thereafter,  for  new  members  of  the  Research  Board,  the  compensation  shall  be  an  amount  agreed  upon  by  the 
Lieutenant  Governor,  and  one  fourth  of  the  Research  Board,  and  approved  by  the  Governor,  but  not  less  than  the 
annual  salary  received  by  the  Missouri  Supreme  Court  Chief  Justice.  Upon  further  years  of  service,  the 
compensation  shall  be  increased  every  three  years  by  the  greater  of  a cost  of  living  increase  based  upon  the 
Consumer  Price  Index  (CPI),  or  successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its 
successor  agency,  or  at  a raised  amount  agreed  upon  unanimously  by  the  Research  Board  and  approved  by  the 
Lieutenant  Governor  and  Governor. 


(p)  A nonpartisan  scientific  nominating  committee,  hereafter  nominating  committee,  of  five  (5)  individuals 
shall  review  applications,  interview  candidates  and  for  each  vacancy  in  the  Research  Board  shall  select  a panel 
of  seven  individuals  from  which  the  Lieutenant  Governor  shall  appoint  as  member(s)  of  the  Research  Board- 
Residents  of  the  State  of  Missouri  who  are  licensed  Missouri  physicians  or  licensed  Missouri  pharmacists  and 
living  in  the  State  of  Missouri  at  least  six  (6)  months  over  the  twelve  (12)  months  before  the  election  shall  elect 
a grand  total  of  four  (4)  from  the  combined  pool  of  licensed  Missouri  physicians  and  pharmacists  to  serve  as 
members  of  said  nominating  committee.  The  members  of  the  nominating  committee  shall  serve  four  (4)  year 
terms,  except  from  the  first  election  of  the  nominating  committee  the  two  members  who  received  the  most  votes 
shall  serve  a four  (4)  year  term,  and  the  two  members  elected  who  received  the  least  votes  shall  each  serve  a two 
(2)  year  term.  The  Lieutenant  Governor  shall  appoint  one  citizen  from  among  the  residents  of  this  state  to  serve 
as  a member  of  said  nominating  committee  for  a four  (4)  year  term.  The  members  of  the  nominating  committee 
shall  select  one  ot  their  number  to  serve  as  chairperson.  No  member  of  the  nominating  committee  shall  hold 
any  public  office,  and  no  member  shall  hold  any  official  position  in  a political  party.  The  nominating  committee 
may  act  only  by  the  concurrence  of  a majority  of  its  members.  The  members  of  such  nominating  committee 


shall  receive  a salary  equal  to  that  of  an  elected  state  senator  as  compensation  for  their  services  and  they  shall  -> 

receive  their  necessary  traveling  and  other  expenses  incurred  while  actually  engaged  in  the  discharge  of  their  * 
official  duties.  Any  and  all  such  nominating  committees  shall  he  administered,  and  all  nominating  committee 
elections  provided  for  under  this  section  shall  be  held  by,  and  regulated  under,  such  rules  as  a panel  of  three  (3) 
retired  Missouri  judges  appointed  by  the  Lieutenant  Governor  shall  promulgate.  Said  rules  shall  be  presented  to 
the  Research  Board  who  shall,  either  with  or  without  modifications  by  the  Research  Board,  file  such  rules  with 
the  secretary  of  state  within  twenty-one  (21)  days  of  receiving  them  from  the  three  judge  panel.  The  three  judge 
panel  shall  be  compensated  the  standard  rate  of  retired  senior  judges  paid  out  of  the  General  Purpose  Account 
during  the  weeks  in  which  they  perform  work.  Pending  selection  and  appointment  that  will  fill  the  Research 
Board,  the  Lieutenant  Governor  shall  appoint  four  temporary  members  who  together  shall  be  the  “then 
existing  Research  Board”  and  shall  have  the  power  and  duties  of  the  Research  Board  until  such  member 
positions  are  otherwise  filled  pursuant  to  this  Article  XV.  Those  temporary  members  shall  serve  at  the  same  rate 
as  Research  Board  members  so  long  as  there  are  funds  available.  If  no  funds  are  immediately  available,  the 
members  may  serve  without  compensation  until  funds  are  available  and  when  funds  become  available  the 
members  shall  be  reimbursed  l’or  time  served  from  appointment,  and  for  their  reasonable  expenses  incurred  to 
effectuate  their  duties. 

(g)  For  vacancies  in  the  Research  Board  any  licensed  physician  or  licensed  pharmacist  residing  in  the  State 
of  Missouri  may  submit  an  application  to  the  nominating  committee  for  consideration.  Any  citizen  of  the 
United  States,  or  Nobel  Laureate  in  the  field  of  medicine,  chemistry,  physics,  and  economics  with  permanent 
residence  in  the  United  States,  who  holds  a PhD  in  Biology,  Chemistry,  Biochemistry,  Physics,  Genetics,  or 
equivalent  degree,  from  an  accredited  university  that  has  been  in  existence  at  least  fifty  ('50')  years,  upon 
nomination  of  a Dean  of  the  School  of  Medicine  of  the  University  of  Missouri  - Columbia.  Kansas  City,  St. 

Louis.  St.  Louis  University,  or  Washington  University  in  St.  Louis,  or  upon  nomination  of  a member  of  the 
Missouri  State  Senate  may  submit  their  application  to  the  nominating  committee  for  consideration. 

(r)  The  Research  Board  shall  establish  targeted  diseases  research  groups,  hereafter  research  groups,  aimed 
at  research,  finding  cures,  and  endeavors  for  fighting  specific  “targeted”  presently  incurable  diseases  consistent 
with  the  purpose  of  the  charge  of  this  Article  XV.  Specific  targeted  incurable  diseases  shall  be  identified  by  the 
Research  Board,  and  such  targeted  diseases  may  be  identified  for  receiving  segregated  donations  and 
contributions  before  and  after  the  targeted  disease  research  group  is  established.  Each  research  group  shall  be 
governed  by  a panel  of  not  less  than  three  (3)  individuals  and  not  more  than  seven  (7s),  chosen  by  the  Research 
Board,  each  panel  shall  oversee,  administer,  steer,  and  regulate  the  research  group’s  research  to  find  cures. 
Individuals  on  the  Research  Board  may  sit  on  up  to  four  (4)  targeted  disease  research  group  governing  panels. 

(s)  Members  of  the  Research  Board,  except  as  allowed  under  this  Article  XV  shall  not  enter  into  any 
financial  or  business  relationships  with  an  entity  that  profits  from  medical  research  or  medications  and  therapies 
to  treat  incurable  disease  under  this  Article  XV,  other  than  in  an  accredited  university  faculty  position,  during 
the  member’s  tenure  on  the  Research  Board,  and  for  a period  of  two  (2)  years  after  that  member’s  tenure  on  the 
Research  Board  ends.  A Research  Board  member  shall  not  ever  steer  research  to  or  toward  a particular  direction 
or  activity  with  the  purpose  of  helping  an  entity  or  company  or  for  personal  or  for  family  financial  gain.  Except 
for  participating  research  entities,  nothing  in  this  subsection  (s)  shall  prohibit  or  prejudice  a member  from 
entering  into  any  financial  or  business  relationship  so  long  as  such  does  not  steer  or  influence  Article  XV 
research  toward  a particular  company  nor  toward  a result/outcome. 

(t)  The  monies  generated,  obtained,  and  distributed  under  this  Article  XV  shall  not  be  included  within  the 
definition  of  “total  state  revenues”  as  that  term  is  used  in  section  1 7 of  Article  X of  this  constitution  nor  be 
considered  as  an  “expense  of  state  government”  as  that  term  is  used  in  section  20  of  Article  X of  this 
constitution. 

(u)  The  Research  Board  shall  establish  a public  website  for  transmission  and  receipt  of  information  to  and 
from  the  public,  hereafter  Research  Board  website. 

(v)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  mrisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  4.  Taxation  and  Reporting. 

(a)  A tax  is  hereby  imposed  on  each  wholesale  sale  in  Missouri  by  a Medical  Marijuana  Cultivation  Facility 
to  a Medical  Marijuana-Infused  Products  Manufacturing  Facility,  by  a Medical  Marijuana  Cultivation  Facility  to 
a Medical  Marijuana  Dispensary  Facility  or  by  a Medical  Marijuana-Infused  Products  Manufacturing  Facility  to 
Medical  Marijuana  Dispensary  Facility,  at  a rate  of  ten  percent  (10%)  of  the  purchase  price  paid  or  charged,  or 
in  case  such  sale  involves  the  exchange  of  property,  a tax  equivalent  to  ten  percent  (10%)  oi  the  consideration 
paid  or  charged,  including  the  fair  market  value  of  the  property  exchanged  at  the  time  and  place  of  the  exchange. 


i.  If  said  Medical  Marijuana  Cultivation  Facility  or  Medical  Marijuana-Infused  Products  Manufacturing  /(> 
Facility  is  owned,  in  whole  or  in  part,  by  any  person  or  entity,  either  directly  or  indirectly,  that  also  owns, 
in  whole  or  in  part,  either  directly  or  indirectly,  the  Medical  Marijuana-Infused  Products  Manufacturing. 
Facility  or  the  Medical  Marijuana  Dispensary  Facility  to  which  the  wholesale  sale  is  made,  there  shall  be  a 
rebuttable  presumption  that  the  purchase  price  paid  is  the  greater  of  the  amount  paid  or  the  current  fair 
market  value  for  marijuana  as  determined  by  the  Research  Board  yearly. 

ii. The  tax  must  be  collected  by  the  Medical  Marijuana  Cultivation  Facility  or,  if  the  sale  is  by  a Medical 
Marijuana-Infused  Products  Manufacturing  Facility  by  the  Medical  Marijuana-Infused  Products 
Manufacturing  Facility,  and  paid  to  the  Department  of  Revenue  within  thirty  (30)  days. 

iii.  For  all  wholesale  sales  of  marijuana,  a receipt  must  be  given  by  the  seller  which  identifies  all  the  parties 
involved  in  the  sale,  all  amounts  and  types  of  marijuana  involved  in  the  sale  and  the  total  amount  of  money 
involved  in  the  sale,  including  itemizations  and  grand  total  sale  amounts. 

(b)  A tax  is  hereby  imposed  on  each  retail  sale  in  Missouri  by  a Medical  Marijuana  Dispensary  Facility  at  a 
rate  of  seventy-five  percent  (75%)  of  the  purchase  price  paid  or  charged,  or  in  case  such  sale  involves  the 
exchange  of  property,  a tax  equivalent  to  seventy-five  percent  (75%)  of  the  consideration  paid  or  charged, 
including  the  fair  market  value  of  the  property  exchanged  at  the  time  and  place  of  the  exchange. 

k The  tax  must  be  collected  by  the  Medical  Marijuana  Dispensary  Facility  and  paid  to  the  Department  of 
Revenue  within  thirty  (30)  days  of  the  retail  sale. 

n.  For  all  retail  sales  of  marijuana,  a receipt  must  be  given  by  the  seller  which  identifies  all  the  parties 
involved  in  the  sale,  all  amounts  and  types  of  marijuana  involved  in  the  sale  and  the  total  amount  of  money 
involved  in  the  sale,  including  itemizations  and  grand  total  sale  amounts. 

(c)  Subject  to  the  limitations  within  this  Article  XV  a person  or  entity  may  apply  for  and  obtain  a license  to 
operate  a Medical  Marijuana  Cultivation  Facility.  Such  person  or  entity  may  apply  to  the  Research  Board  for 
and  obtain  up  to  ten  (10)  yearly  licenses  to  grow  marijuana.  Each  license  shall  be  valid  for  growing  marijuana 
in  up  to  one  hundred  (100)  square  meters  of  plant  canopy.  Marijuana  grown  indoors  must  be  grown  in  an 
enclosed,  locked  facility:  a closet,  room,  greenhouse,  or  other  enclosed  area  equipped  with  locks  or  other 
security  devices  that  permit  access  only  by  authorized  personnel,  meeting  industry  standards  for  safety  and  safe 
use  of  electricity.  Marijuana  grown  outdoors  must  be  grown  in  an  enclosed  area  which  is  defined  as  an  outdoor 
space  surrounded  by  solid  ten  (10)  foot  walls  constructed  of  metal,  concrete,  or  stone  that  meet  industry 
standards  for  such  walls  and  prevent  any  viewing  of  the  marijuana  plants,  with  a one-inch-thick  metal 

gate.  Each  license  shall  be  taxed  at  an  initial  rate  of  twenty  thousand  dollars  ($20,000)  per'  license,  with  such 
rate  to  be  increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer  Price 
Index  (CPI),  or  successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its  successor  agency. 

L Upon  request  to  the  Research  Board,  state  institutions  of  higher  education  governed  by  sections  1 74.020 
to  174.500  Revised  Statutes  of  Missouri  and  chapter  172  Revised  Statutes  of  Missouri  shall  be  granted, 
without  charge,  ten  (10)  licenses  per  institution  per  year  to  grow  marijuana. 

1L.  Upon  request  to  the  Research  Board  by  an  entity  operating  under  authority  of  section  10  of  this  Article 
XV,  the  Research  Board  may  grant,  without  charge,  up  to  one  (1 ) license  to  a total  of  no  more  than  ten  (10) 
such  entities  for  purposes  of  researching  the  benefits  of  medical  marijuana  for  various  presently  incurable 
diseases. 


(d)  Subiect  to  the  limitations  within  this  Article  XV  a person  or  entity  may  apply  for  and  obtain  a license  to 
operate  a Medical  Marijuana  Dispensary  Facility.  Such  person  or  entity  may  apply  to  the  Research  Board  and 
obtain  a license  to  sell  marijuana  or  marijuana-infused  products  for  medical  use  for  a twelve  (12)  month  period 
within  a county  or  city  not  within  a county.  Each  such  license  shall  be  taxed  at  an  initial  rate  of  Fifty  thousand 
dollars  ($50,000)  for  the  first  year  per  license  (which  must  be  by  money  order,  cashier’s  check,  or  other  means 
as  determined  by  the  Research  Board  and  accompany  the  application  and  will  be  returned  if  the  application  is 
unsuccessful)  and  then  annually  fifteen  thousand  dollars  f $ 1 5.000')  per  license  upon  renewal,  with  such  rate  to 
be  increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index 
(CPI),  or  successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its  successor  agency, 

L Initial  applications  for  licenses  shall  be  accepted  beginning  one  year  after  passage  of  this  Article  XV.  The 
initial  application  period  shall  remain  open  for  ninety  (90)  days. 
ii.  After  the  initial  application  period,  when  one  or  more  licenses  become  available  in  a county  or  city  not 
within  a county,  the  opening  shall  be  published  on  the  Research  Board’s  website  for  ninety  (90)  days,  after 
which  an  additional  application  period  of  ninety  (90)  days  shall  immediately  commence. 

ML  In  issuing  licenses,  priority  shall  be  given  in  the  following  order  and  shall  not  proceed  to  the  next  class 
until  all  applications  in  priority  above  it  are  extinguished: 

ik  Class  1 : Individuals  who  are  licensed  Missouri  pharmacists  or  entities  owned  in  whole  bv 
licensed  Missouri  pharmacists. 

Ik  Class  2:  Individuals  who  are  licensed  Missouri  physicians  or  entities  owned  in  whole  bv  licensed 
Missouri  physicians,  and 

SL.  Class  3:  Individuals  who  are  licensed  Missouri  health  care  providers  or  entities  owned  in  whole 
by  licensed  Missouri  health  care  providers. 

Class  4:  All  other  individuals  and  entities. 

hk  When  there  are  more  applications  for  licenses  than  there  are  licenses  available  before  a class  is 
extinguished,  licenses  within  that  class  shall  be  on  the  basis  of  competitive  bids  (such  bids  must  be  by 


money  order,  cashier’s  check,  or  other  means  as  determined  by  the  Research  Board,  and  accompany  the 
application  and  will  be  returned  if  the  hid  is  unsuccessful),  with  licenses  awarded  to  the  highest  bidder. 
Such  bids  shall  be  made  in  a manner  to  avoid  disclosure  of  bid  amounts  to  competing  bidders  during  the 
bidding  process. 

v.No  individual,  or  entity  owned  or  controlled,  in  whole  or  in  part,  directly  or  indirectly,  by  the  same 
individual  or  other  entity  involved  in  the  bidding  process,  shall  bid  on  or  be  awarded  more  than  five  (S') 
licenses  in  the  same  calendar  year,  nor  possess  more  than  fifty  percent  (50%)  of  the  licenses  for  a given 
county  or  city  not  within  a county. 
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( e ) Subject  to  the  limitations  within  this  Article  XV  a person  or  entity  may  apply  for  and  operate  a Medical 
Marijuana-Infused  Products  Manufacturing  Facility,  Such  person  or  entity  may  apply  to  the  Research  Board  for 
and  obtain  a license  to  sell  medical  marijuana-infused  products  to  a Medical  Marijuana  Dispensary  Facility  for  a 
twelve  (12)  month  period  within  a county  or  city  not  within  a county.  Each  such  license  shall  be  taxed  at  an 
initial  rate  of  twenty  thousand  dollars  ($20,000)  for  the  first  year  per  license  (which  must  be  by  money  order, 
cashier’s  check,  or  other  means  as  determined  by  the  Research  Board  and  accompany  the  application  and  will  be 
returned  if  the  application  is  unsuccessful)  and  then  annually  ten  thousand  dollars  ('$10,000')  per  license  upon 
renewal,  with  such  rate  to  be  increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the 
Consumer  Price  Index  (CPI),  or  successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its 
successor  agency. 


(Q  A qualifying  patient  must  obtain  annually  a qualifying  patient  identification  card  from  the  Research 
Board  and  shall  be  taxed  at  an  initial  rate  of  twenty-five  dollars  ($25)  per  issuance  with  such  rate  to  be  increased 
or  decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index  (CPI),  or 
successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its  successor  agency.  Upon  application  for 
a qualifying  patient  identification  card,  the  Research  Board  must,  within  thirty  (30)  days,  provide  either  the  card 
or  a written  explanation  for  its  denial  of  the  card.  It  shall  not  be  grounds  for  denial  that  use  of  medical  marijuana 
is  not  approved  under  federal  law. 

(a)  A designated  primary  caregiver  must  obtain  annually  a designated  primary  caregiver  identification  card 
from  the  Research  Board  and  shall  be  taxed  at  an  initial  rate  of  twenty-five  ($25)  per  issuance,  with  such  rate  to 
be  increased  or  decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index 
(CPF),  or  successor  index  as  published  by  the  U.S.  Research  Board  of  Labor  or  its  successor  agency.  Upon 
application  for  a designated  primary  caregiver  identification  card,  the  Research  Board  must,  within  thirty  (30) 
days,  provide  either  the  card  or  a written  explanation  for  its  denial  of  the  card.  It  shall  not  be  grounds  for  denial 
that  use  of  medical  marijuana  is  not  approved  under  federal  law. 

(h)  The  taxes  imposed  pursuant  to  this  section  are  separate  from  and  in  addition  to  any  general  state  and 
local  sales  and  use  taxes  that  apply  to  retail  sales  of  tangible  personal  property.  All  revenues  collected  from  the 
taxes  imposed  on  the  sale  of  medical  marijuana  pursuant  to  this  section  must  be  deposited  in  the  Research  and 
Drug  Development  Institute  Trust  Fund  General  Purpose  Account.- All  revenues  and  taxes  collected  from  the 
issuance  of  licenses  to  Medical  Marijuana  Cultivation  Facilities.  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities,  and  Medical  Marijuana  Dispensary  Facilities  must  likewise  be  deposited  in  the 
Research  and  Drug  Development  Institute  Trust  Fund  General  Purpose  Account. 

(j)  No  taxes  or  fees  shall  be  imposed  on  the  sale  of  medical  mariiuana  except  as  provided  in  this  Article 
XV. 


0 No  license  under  this  Section  shall  be  sold,  traded,  subleased,  or  otherwise  transferred  or  assigned. 

All  of  the  provisions  of  this  section  shall  be  self-entorcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  oi  competent  lurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  tins  section  shall  be 
and  remain  valid. 


Section  5 Trust  Fund 


(a)  The  "Research  and  Drug  Development  Institute  Trust  Fund”  is  hereby  established  in  the  state  treasury. 
Within  the  Research  and  Drug  Development  Institute  Trust  Fund  there  shall  he  the  following  accounts  which 
include  but  are  not  necessarily  limited  to: 

i.  General  Purpose  Account; 

if  Land  Acquisition  Account; 

iih  Targeted  Diseases  Account  and  its  sub-accounts. 

(b)  At  the  conclusion  of  each  fiscal  year,  the  state  treasurer  shall  allocate  all  monies  in  the  Research  and 
Drug  Development  Institute  Trust  Fund  that  are  not  otherwise  in  an  account  to  the_Research  Boardjor 
disbursement  and  investment  as  directed  in  this  section.  During  the  first  five  (5)  years,.the  monies  shall  be 
deposited  fifty  percent  t50%t  into  the  General  Purpose  Account,  twenty-five  percent  (25%)  into  the  Land 
Acquisition  Account  and  twenty  five  percent  (25%’i  into  the  targeted  diseases  account.  Thereatter  the  Research 


Board  shall  direct  the  percentage  of  money  to  be  deposited  into  each  account.  Monies  deposited  in  the  fund 
shall  include  but  are  not  limited  to  the  designated  funds  received  from  sections  4,  5 and  10  of  Article  XV, 
money  transferred  from  the  Research  Board  and  any  other  amounts  which  may  be  received  from  grants,  gifts, 
devises,  bequests,  contributions,  donations,  and  money  from  contracts,  from  the  state  or  federal  government, 
derivative  of  intellectual  property  rights,  or  any  other  source.  Monies  in  the  fund  shall  be  used  solely  for  the 
purposes  established  by  this  Article  XV. 

(c)  Monies  deposited  into  the  General  Purpose  Account  shall  be  used  for  research,  presently  incurable 
diseases,  targeted  diseases,  building  and  construction,  the  campus,  cures,  endeavors,  jobs,  administrative 
expenses,  and  education  in  Missouri.  Up  to  five  percent  (5%),  but  no  more,  of  the  General  Purpose  Account 
may  be  allocated  by  the  Board  to  various  universities  in  the  State  of  Missouri  with  accredited  medical  or 
pharmacy  schools,  or  currently  existing  at  the  time  of  passage  of  this  Article  XV  independently  accredited 
medical  or  pharmacy  schools  within  the  State  of  Missouri,  for  collaborative  efforts  pursuant  to  section  10  of 
Article  XV,  and  to  the  development  of  secondary  campuses  in  Missouri  at  these  in-state  universities  with 
accredited  medical  schools  and  pharmacy  schools.  Additionally,  up  to  three  percent  (3%),  but  no  more,  of  the 
General  Purpose  Account  may  be  allocated  by  the  Board  to  various  joint  collaborative  in-Missouri/non-Missouri 
research  efforts  pursuant  to  section  10  of  Article  XV. 

(dl  Monies  deposited  into  the  Land  Acquisition  Account  shall  be  used  for  land  acquisition  and  land 
development.  The  Land  Acquisition  Account  may  receive  specific  designated  grants,  gifts,  devises,  bequests, 
contributions,  donations,  and  money  from  contracts  received  pursuant  to  section  10  of  Article  XV,  from  the 
state  or  federal  government,  derivative  of  intellectual  property  rights,  or  any  other  source,  and  such  specific 
designated  monies  shall  be  segregated  for  land  acquisition  and  land  development,  not  commingled  with  other 
money. 

(e)  Monies  deposited  into  the  Targeted  Diseases  Account  shall  be  used  for  research  performed  by  targeted 
disease  research  groups,  targeted  diseases  research  building  and  construction,  targeted  disease  research  jobs, 
ancillary  activities  of  the  research  groups  and  for  support  of  the  research  of  targeted  diseases  research  groups  as 
set  forth  in  this  Article  XV.  Individual  targeted  diseases  groups  may  receive  specific  designated  grants,  gifts, 
bequests,  contributions,  donations,  and  money  from  contracts  received  pursuant  to  section  10  of  Article  XV, 
from  the  state  or  federal  government,  derivative  of  intellectual  property  rights,  or  any  other  source,  and  such 
specific  designated  monies  shall  be  segregated  into  targeted  disease  sub  accounts  for  that  individual  targeted 
disease  group,  not  commingled  with  other  money,  and  shall  be  used  only  for  the  purposes  of  that  research 
group. 


(0  Except  where  specifically  stated  otherwise,  all  administrative  costs  of  this  program  incurred  under  this 
Article  XV  and  by  the  Research  Board  shall  be  paid  from  the  General  Purpose  Account  of  this  fund. 

(g)  The  unexpended  balance  existing  in  the  fund  and  its  accounts  and  their  subaccounts  at  the  end  of  any 
biennium  year  shall  be  exempt  from  the  provisions  of  section  33.080  relating  to  the  transfer  of  unexpended 
balances  to  the  general  revenue  fund. 

(hi  All  monies  deposited  in  the  Research  and  Drug  Development  Institute  Trust  Fund  and  its  accounts  and 
their  subaccounts  shall  remain  separate  and  apart  from  the  general  review  of  the  State  of  Missouri  and  shall  be 
used  only  for  the  purposes  of  this  Article  XV.  Monies  in  the  Research  and  Drug  Development  Institute  Trust 
Fund  shall  be  first  used  to  repay  bonds  and  any  other  form  of  indebtedness,  if  any,  issued  by  the  Board  for  the 
purposes  authorized  by  Article  XV,  The  unexpended  balances  of  such  monies  shall  remain  in  the  Research  and 
Drug  Development  Institute  Trust  Fund  and  in  the  particular  account  and  subaccounts  in  which  the  monies  are 
placed,  and  such  balances  shall  not  revert  to  the  general  revenue  fund. 

0}  Money  from  any  account,  individually  or  in  combination,  shall  never  be  used  to  clone  a human  or 
humans  nor  for  embryonic  stem  cell  research  from  an  aborted  embryo,  fetus  or  baby. 

0}  To  maintain  transparency,  each  year'  the  Research  Board  shall  publish  the  itemized  income  and  expenses 
lrom  the  fund  and  its  accounts  and  subaccounts  in  a report  made  available  on  the  Research  Board’s  website 
using  generally  accepted  accounting  principles. 

(k)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  jurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  6.  Land  Acquisition. 

(a!  Within  the  Research  Board  shall  be  established  a subcommittee  known  as  the  Land  Acquisition  Board. 
Such  subcommittee  members  shall  not  receive  any  additional  pay.  The  Land  Acquisition  Board  shall  consist  of 
five  (5)  individuals,  four  (4)  members  of  the  Research  Board  selected  by  the  Lieutenant  Governor,  and  the  fifth 
member  being  the  Lieutenant  Governor.  The  members  of  the  Land  Acquisition  Board  appointed  by  the 


Lieutenant  Governor  shall  serve  (he  following  initial  terms:  one  shall  serve  two  (2)  years,  one  shall  serve  three 
(3)  years,  and  two  (2)  shall  serve  four  (4)  years.  Thereafter,  each  appointment  shall  be  for  a term  of  four  (4)^ 
years.  If  forarty  reason  a vacancy  occurs,  the  Lieutenant  Governor  shall  anooinl  a new  member  from  within  the 
Research. .Board  to  1 ill  the  unexpired  term.  Members  arc  eligible  for  reappointment.  Before  the  appointments 
occur  that  will  fill  the  Research  Board  and  then  in  turn  the  Land  Acquisition  Board,  the  Lieutenant  Governor 
shajLilPPoint  f()ur  (4)  tempororv  members  of  the  Land  Acquisition  Board  who  together  shall  be  the  “then 
exist  in  ft  Land  Acquisition  Board”  and  shall  have  the  power  and  duties  of  the  Land  Acquisition  Board.  The  then 
existinft  Land  Acquisition  Board  may  consist  of  individuals  other  than  those  who  are  members  of  the  then 
existinft  Research  Board.  Those  temporary  members  shall  serve  at  the  same  rate  as  Research  Board  members  so 
Ipnft  as  there  are  funds  available.  If  no  funds  are  immediately  available,  the  members  may  serve  without 
compensation  until  lunds  are  available  and  when  funds  become  available  the  members  shall  be  reimbursed  for 
time  served  from  appointment,  and  reasonable  expenses  incurred  to  effectuate  their  duties. 

(hi.  Ihe  Land  Acquisition  Hoard ’shall  make  investigations,  inquiries,  studies  and  review  data  to  identify  no 
inore  than  live  (5)  but  no  less  than  three  (3)  potential  locations  lor  land  development  and  land  acquisition  and 
lor  a campus. 

(c)  The  Land  Acquisition  Board  shall  have  the  authority  to  promulgate  any  necessary  and  supportive  rules. 
retaliations  and  procedures  to  fulfill  its  duties  and  authorized  activities  under  this  Article  XV.  bv  and  through 
the  Research  Board. 

(d)  The  Land  Acquisition  Board  shall  report  an  overview  of  activities  and  status  of  the  Land  Acquisition 
Board  to  the  Research  Board  no  less  than  once  every  one  hundred  and  twenty  (120)  days. 

(e)  No  earlier  than  one  year  after  the  Land  Acquisition  Board  is  formed,  and  no  later  than  four  (4)  years 
after  it  is  formed,  the  Land  Acquisition  Board  shall  submit  a report  of  final  proposed  locations  for  a campus  and 
designate  on  maps  for  each  proposed  location.  Such  maps  shall  be  drawn,  by  lines  of  longitude  and  latitude  or 
by  use  of  historical  boundaries  such  as  state  lines,  rivers,  long  standing  thoroughfares,  and  county  or  city 
boundaries.  The  final  dimensions  and  geographic  inclusions  of  the  land  for  campus  development,  which  shall  at 
a minimum  include  the  inner  two  (2)  contiguous  square  miles,  layered  by  additional  increments  at  four  (4).  nine 
(9).  sixteen  (16).  twenty-live  (25),  and  thirty-six  (36)  contiguous  square  miles,  with  thirty-six  (36)  being  the 
maximum  that  could  be  purchased  by  eminent  domain  for  campus  development,  will  be  determined  bv  the  Land 
Acquisition  Board.  The  proposed  locations  of  the  campus  and  maps  must  be  approved  by  two-thirds  (2/3)  of  the 
Research  Board,  or  if  the  Research  Board  is  not  vet  formed  then  bv  a unanimous  vote  of  the  then-existing 
Research  Board  members  and  the  consent  of  the  Governor. 

[0  Upon  approval  pursuant  to  section  6(e).  in  the  next  general  election  more  than  six  (6)  months  after  the 
section  6(e)  approval  occurs,  voters  of  the  affected  county  or  counties,  shall  have  a “yes”  or  “no”  vote  on 
whether  they  desire  to  allow  the  land  to  be  acquired  and  the  campus  developed,  along  with  its  building  and 
construction  and  Article  XV  activities,  on  the  proposed  location  that  is  within  their  respective  county.  Maps  that 
include  more  than  one  county  shall  be  designated  a multi-countv  map,  and  the  votes  of  all  affected  counties 
within  the  multi-county  map  shall  be  counted  as  though  one  county. 

(g)  The  proposed  campus  location  county  which  receives  the  most  “yes”  votes  by  percentage  of  votes  cast  in 
the  respective  proposed  campus  location  counties  shall  be  the  approved  campus  development  site. 

(h)  The  question  presented  to  voters  shall  be  in  the  following  format: 

Shall  a campus  for  research,  development  and  cures  for  incurable  diseases,  and  all  that  entails  under 
Article  XV  of  the  Missouri  Constitution,  be  built  on  the  proposed  campus  development  site  that  includes 
the  county  in  which  1 live  and  will  result  in  some  or  all  land,  in  and  around  the  vicinity  set  forth  on  the 
Research  and  Drug  Development  Institute  Map  below,  being  affected  and/or  taken  bv  eminent  domain: 

Yes No 


Trnap  here) 

The  amount  to  be  acquired  shall  be  a minimum  of  two  (2)  square  miles  of  contiguous  property,  but 
otherwise  limited  only  bv  purchasing  funds  to  a maximum  of  thirty  six  contiguous  square  miles. 

(i)  As  funds  become  available,  and  offers  are  made  to  landowners  to  purchase  property,  landowners  willing 
to  sell  their  land  within  the  designated  campus  location  with  an  agreed  upon  fair  market  value  and  without  an 
action  for  eminent  domain  will  receive  one  and  one  halftimes  the  fair  market  value  of  the  property,  except  land 
that  has  been  within  the  same  family  for  more  than  one  hundred  (100)  years  shall  be  paid  two  (2)  times  the  fair 
market  value.  If  the  fair  market  value  cannot  be  agreed  upon  or  a landowner  is  otherwise  unwilling  to  sell  then- 
land,  then  the  land  may  be  taken  bv  eminent  domain. 


0}  The  amount  to  be  acquired  shall  be  a minimum  of  two  (2)  square  miles  of  a contiguous  property,  but 


otherwise  limited  only  by  purchasing  funds  to  a maximum  of  thirty-six  (36)  square  miles  of  contiguous 
property.  The  final  dimensions  and  geographic  inclusions  of  the  land  for  campus  development,  which  shall  at  a 
minimum  include  the  inner  two  (2)  contiguous  square  miles,  will  be  determined  by  the  Land  Acquisition  Board. 

(k)  The  Land  Acquisition  Board  shall  begin  acquiring  land  by  purchasing  land,  as  outlined  in  this  section  of 
Article  XV.  six  (6)  months  after  the  general  election  referenced  in  section  6(f)  takes  place,  or  as  soon  thereafter 
as  practicable.  The  purchasing  shall  proceed  in  a manner  consistent  with  reasonable  campus  development. 

0}  Clerical,  research  and  general  administrative  support  staff  for  the  Land  Acquisition  Board  shall  be 
provided  wages  or  salaries  by  the  Land  Acquisition  Account.  The  Research  Board,  and  the  then  existing  Land 
Acquisition  Board  members  until  the  Research  Board  members  are  all  appointed  and  fill  the  Land  Acquisition 
Board,  shall  have  the  authority  to  employ,  hire,  fire  and  set  wanes  for  all  clerical,  research  and  general 
administrative  support  staff  for  the  Land  Acquisition  Board  and  to  fulfill  its  functions  under  this  Article  XV. 

(m)  The  Land  Acquisition  Board,  until  the  board  is  terminated  and  its  powers  and  duties  then  transferred  to 
the  Research  Board,  may  establish  a land  use  plan  and  set  aside  up  to  twenty-live  percent  (25%)  of  the  acquired 
land  for  building  and  construction  not  primarily  or  specifically  research  related,  such  as  sidewalks,  enterprise 
zones,  housing,  parks,  recreational  activities  and  management,  within  the  campus.  Such  land,  at  the  Research 
Board’s  discretion,  may  be  leased  but  not  purchased  from  the  Research  Board. 

(n)  By  unanimous  vote  of  the  Land  Acquisition  Board,  upon  the  final  payment  for  land  made,  or  on  January 
1,  2028,  whichever  occurs  first,  the  Land  Acquisition  Board  shall  terminate  and  all  powers  and  duties  shall 
transfer  to  the  Research  Board,  including  but  not  limited  to  all  those  powers  and  duties  under  this  section  6. 

(o)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  jurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  7.  Immunities. 


(a)  The  medical  use  of  marijuana  pursuant  to  this  Article  XV  is  legal  in  Missouri. 

(b)  A Medical  Marijuana  Dispensary  Facility  may  sell  medical  marijuana  or  medical  marijuana-infused 
products  to  a qualifying  patient  or  designated  primary  caregiver  upon  production  of  a valid  qualifying  patient 
identification  card  or  designated  primary  caregiver  identification  card,  respectively. 

(c)  Medical  marijuana  cultivation,  transportation,  infusion  of  products,  and  sale  pursuant  to  this  Article  XV 
is  hereby  legal,  and  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under  Missouri  law  except  as 
provided  for  by  this  Article  XV. 

(d)  The  possession  of  marijuana,  in  quantities  less  than  the  monthly  limit  established  by  the  Research  Board, 
shall  not  subject  the  possessor  to  arrest,  criminal  or  civil  liability,  or  sanctions  under  Missouri  law,  provided  that 
a valid  qualifying  patient  identification  card,  a designated  primary  caregiver  identification  card,  or  the 
equivalent  issued  to  a non-Missouri  resident  by  another  state  or  political  subdivision  of  another  state  that  is  that 
non-Missouri  resident’s  place  of  residency,  is  produced  upon  demand. 

(e)  A physician  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under  Missouri  law  or 
discipline  by  the  Missouri  State  Board  of  Registration  for  the  Healing  Arts  for  issuing  a physician  certification 
or  recommending  the  use  of  Medical  Marijuana  to  a person  diagnosed  with  a qualifying  medical  condition  in  a 
manner  consistent  with  this  Article  XV. 

(f)  A health  care  provider,  including  but  not  limited  to  any  pharmacist,  shall  not  be  subject  to  professional 
discipline,  or  to  criminal  or  civil  liability  or  sanctions  under  Missouri  law,  for  providing  health  care  services  that 
involve  the  medical  use  of  marijuana  consistent  with  this  Article  XV. 

(g)  A designated  primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law  for  purchasing  or  administering  marijuana  for  medical  use  by  a qualifying  patient  in  a manner 
consistent  with  this  Article  XV.  No  individual  shall  serve  as  the  designated  primary  caregiver  for  more  than 
seven  (7)  qualifying  patients  at  one  time. 

(h)  Actions  and  conduct  by  a Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary 
Facility  or  a Medical  Marijuana-Infused  Products  Manufacturing  Facility,  licensed  and  registered  with  the 
Research  Board,  or  employees  of  such  facilities,  pursuant  to  and  as  permitted  by  this  Article  XV  and  in 
compliance  with  Research  Board  regulations,  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
relating  to  marijuana  under  Missouri  law  except  as  provided  for  by  this  Article  XV. 

L A Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility  or  Medical 
Marijuana-Infused  Product  Manufacturing  Facility  who  allows  any  license  under  this  Article  XV  to  lapse 


or  expire  through  failure  to  timely  renew  or  reapply  for  such  license  shall  still  be  subject  to  the  protections' ^ 

of  this  Article  XV,  provided  the  licensee  obtain  a valid  license  within  ninety  (90)  days  of  the  date  of  the 

lapse  or  expiration  of  the  prior  license  and  pay  all  lines  called  for  in  this  Article  XV. 

1L  A Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility  or  Medical 
Marijuana-Infused  Products  Manufacturing  Facility  who  allows  any  license  under  this  Article  XV  to  lapse 
or  expire  through  failure  to  timely  renew  or  reapply  for  such  license  shall  be  subject  to  and  must  pay  a fine 
of  five  thousand  dollars  ($5.000)  if  a valid  license  is  obtained  within  ninety  (90)  days  of  the  lapse  or 
expiration  of  the  prior  license. 

(1)  There  shall  be  no  immunities  for  negligence,  either  common  law  or  statutorily  created,  nor  criminal 
immunities  for  operating  a vehicle,  aircraft,  dangerous  device,  or  navigating  a boat,  under  the  influence  of 
marijuana,  and  except  as  specifically  set  out  in  this  Article  XV.  the  use  of  marijuana  shall  not  be  a defense  to 
any  civil  liability  or  criminal  activity  except  as  specifically  provided  in  this  section  7. 

(jj  Missouri  attorneys  providing  legal  advice  or  representation  relative  to  this  Article  XV  shall  not  be 
subject  to  professional  discipline,  or  to  criminal  or  civil  liability  or  sanctions  under  Missouri  law 

(k)  Patient  information  under  this  Article  XV  shall  be  afforded  the  same  protection  and  confidentiality  under 
the  law  as  other  patient  medical  information. 

(1}  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  jurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  8.  Legislation. 

(a)  Nothing  in  this  Article  XV  shall  limit  the  legislature  from  enacting  laws  consistent  with  this  Article  XV, 
or  otherwise  effectuating  this  Article  XV,  but  the  legislature  shall  not  be  allowed  to  enact  laws  to  hinder  the 
effectiveness  of  this  Article  XV  or  otherwise  alter  this  Article  XV.  Except  as  specifically  provided  in  this 
Article  XV,  nothing  in  this  Article  XV  shall  limit  the  authority  of  a municipality  or  county  under  its  land 
planning  and  zoning  regulations  to  restrict  the  location,  but  not  the  number  of  or  presence  of  in  a municipality  or 
county  of  Medical  Marijuana  Cultivation  Facilities,  Medical  Marijuana  Dispensary  Facilities  or  Medical 
Marijuana-Infused  Products  Manufacturing  Facilities. 

(b)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  jurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  9.  Limitations. 


(a)  Nothing  in  this  Article  XV  permits  a person  to: 

L Undertake  any  task  under  the  influence  of  marijuana  when  doing  so  would  constitute  negligence  or 
professional  malpractice:  or 

ii.  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or  motor  vehicle,  aircraft  or 
motorboat  while  under  the  influence  of  marijuana;  or 

jjj.  Brine  a claim  against  anv  employer,  former  employer  or  prospective  employer  for  wrongful  discharge, 
discrimination,  or  any  similar  cause  of  action  or  remedy,  based  on  the  employer,  former  employer_pr 
prospective  employer  prohibiting  the  employee,  former  employee  or  prospective  employee  from  being 
under  the  influence  of  marijuana  while  at  work  or  disciplining  the  employer  or  former  employee,  up  to  and 
including  termination  from  employment,  for  working  or  attempting  to  work  while  under  the  influence  of 
marijuana;  or 

iv.  Consume,  smoke,  or  use  marijuana  in  a jail,  prison,  or  other  correctional  facility;  or 

v.  Consume,  smoke,  or  use  marijuana  in  a drug  rehabilitation  facility;  or 

vi.  Consume,  smoke  or  use  marijuana  in  a public  place,  including  specifically,  but  not  limited  to,  sidewalks, 
parks,  playgrounds,  sporting  facilities,  businesses,  airports,  bus  stations,  trains,  casinos,  government 
buildings,  churches,  synagogues  or  mosques;  or 

vii.  Undertake  growing  or  processing  marijuana  in  a negligent  or  dangerous  manner, 

(b)  A physician  certification  may  only  be  given  after  the  physician  has  conducted  a full  assessment  of  the 
patient’s  medical  history  and  an  in-person  physical  examination.  A physician  certification  may  be  valid  lor  up  to 
twelve  months. 

(c)  No  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility  or  Medical 
Mariiuana-Inlused  Products  Manufacturing  Facility  shall  be  owned,  in  whole  or  in  part,  or  have  as  an  officer, 
director,  board  member,  manager  or  employee,  anv  individual  with  a disqualifying  felony_olfense.  A 
“disqualifying  felony  offense”  is  a violation  ot.  and  conviction  or  guilty  plea  to.  a state  or  federal  ciime  that  is. 


or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the  sentence  imposed,  unless  the  Research 
Board  determines  that: 

i.  The  person’s  conviction  was  for  the  medical  use  of  marijuana  or  assisting  in  the  medical  use  of 
marijuana;  or 

ih  The  person’s  conviction  was  for  a non-violent  crime  that  is  more  than  ten  (10)  years  old  and  for  which 
the  person  was  not  incarcerated  in  the  Missouri  Department  of  Corrections,  or  its  equivalent  in  other 
jurisdictions;  or 

Hi.  The  person’s  conviction  was  for  a non-violent  crime  for  which  the  person  was  incarcerated  in  the 
Missouri  Department  of  Corrections,  or  its  equivalent  in  other  jurisdictions,  that  is  more  than  titteen  (15) 
years  old;  provided  that  at  least  ten  (TO)  years  has  elapsed  since  that  person’s  release  from  incarceration. 


{d}  A Medical  Marijuana  Cultivation  Facility  shall  not  be  owned  or  controlled,  in  whole  or  in  part,  by_any 
person  who  has  not  been  a resident  of  Missouri  lor  at  least  nine  months  prior  to  the  date  of  the  Medical 
Marijuana  Cultivation  Facility’s  application. 


(e)  No  marijuana  or  medical  marijuana-infused  product  may  be  brought  into  the  State  ot  Missouri  from 
outside  of  the  state  for  use,  sale  or  distribution. 


(f)  A Medical  Marijuana  Dispensary  Facility  must  have  on  call  during  all  operating  hours  an  individual 
licensed  in  Missouri  to  practice  pharmacy  as  defined  in  Chanter  338  ot  the  Revised  Statutes  ol  Missouri,  who  is 
available  for  on-site  or  telephone  consultation  within  thirty  (301  minutes.  A Medical  M aril uana  Dispensary 
Facility  shall  not  be  owned  or  controlled,  in  whole  or  in  part,  by  any  person  who  has  committed  a disqualifying 
felony  offense.  A Medical  Marijuana  Dispensary  Facility  shall  not  be  owned  or  controlled,  in  whole  or  in  part, 
directly,  indirectly  or  by  derivative,  by  any  person  or  group  of  persons  or  business  entity  or  affiliated  business 
entities  that  owns  or  controls  five  (5)  such  facilities,  not  more  than  three  of  which  may  be  in  the  same  county, 
and  who  has  not  been  a resident  of  Missouri  for  at  least  the  nine  month  immediately  prior  to  the  date  ot  the 
Medical  Marijuana  Dispensary  Facility’s  application. 

(g)  The  limited  purpose  of  a Medical  Marijuana-Infused  Products  Manufacturing  Facility  is  to  manufacture 
those  products  which  qualify  as  approved  methods  for  the  administration  of  mariiuana  lor  medical  use,  as 
provided  for  in  this  Article  XV.  A Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  not  be 
owned  or  controlled,  in  whole  or  in  part,  directly,  indirectly  or  bv  derivative,  by  any  person,  group  of  persons  or 
business  entity  who  has  not  been  a resident  of  Missouri  for  at  least  the  nine  (91  months  immediately  prior  to  the 
date  of  the  Medical  Marijuana-Infused  Products  Manufacturing  Facility’s  application. 


(h)  No  Medical  Mariiuana  Cultivation  Facility.  Medical  Mariiuana  Dispensary  Facility  or  Medical 
Marijuana-Infused  Products  Manufacturing  Facility  shall  manufacture,  package  or  label  mariiuana  or  marijuana- 
infused  products  in  a false,  misleading  or  confusing  manner  or  in  any  manner  likely  to  cause  confusion  between 
the  mariiuana  or  marijuana-infused  product  and  any  product  not  containing  marijuana. 

0}  All  edible  marijuana-inlused  product  must  be  sold  in  individual  child-resistant  re-closeable  containers 
that  are  labeled  with  dosage  amounts,  instructions  for  use,  and  estimated  length  of  effectiveness.  All  marijuana 
and  marijuana-infused  products  must  be  sold  in  containers  clearly  and  consciously  labeled,  in  a font  size  at  least 
as  large  as  the  largest  other  font  size  used  on  the  package,  as  containing  “Marijuana,”  or  a “Marijuana-Infused 
Product.”  The  amount  of  dosages  per  container  may  be  limited  bv  the  Research  Board. 


0}  No  poisonous  or  deleterious  substances  shall  be  added  to  any  mariiuana  or  marijuana-infused  product. 
Doing  so  shall  be  punishable  by  law  as  established  by  the  State  of  Missouri. 

00  It  shall  be  the  responsibility  of  the  Medical  Mariiuana  Cultivation  Facility.  Medical  Mariiuana 
Dispensary  Facility  and  Medical  Marijuana-Infused  Products  Facility  to  provide  each  subsequent  person  or 
entity  in  the  stream  of  commerce  a listing  of  all  substances  used  in  the  growth  of  medical  mariiuana,  other  than 
soil,  water,  and  seed,  and  in  any  subsequent  processing,  and  such  shall  be  made  available  to  any  qualifying 
patient  purchasing  that  particular  medical  marijuana. 


0}  No  Medical  Mariiuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility  or  Medical 
Marijuana-Infused  Products  Manufacturing  Facility  shall  assign,  sell,  give,  lease,  sublicense,  or  otherwise 
transfer  its  license  to  any  other  facility,  person,  or  entity. 

(nf)  This  Article  XV  shall  not  be  construed  as  requiring  health  insurance  companies  to  provide  coverage  for 
medical  mariiuana  use. 


00  No  new  license  shall  be  granted  to  any  Medical  Marijuana  Cultivation  Facility,  Medical  Mariiuana 
Dispensary  Facility  or  Medical  Marijuana-Infused  Products  Manufacturing  Facility  that  is  located  within  one 
thousand  feet  of  any  then-existing  school,  group  day  care  home,  child  day  care  center,  church,  synagogue  or 
mosque. 


(o)  A physician: 


L shall  not  issue  physician  certifications  for  the  use  of  medical  marijuana  exceeding  twenty  percent  (20%) 
of  the  number  of  prescriptions  written  by  that  physician  in  the  same  calendar  year; 

1L  shall  not  have  an  income  from  treating  qualifying  patients  with  primarily  medical  marijuana  exceeding 
twenty  percent  (20%)  of  the  physician’s  gross  income. 


(p)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  of  competent  jurisdiction  to 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  of  this  section  shall  be 
and  remain  valid. 


Section  10.  Public-Private  Collaborative  Ventures. 


(a)  The  Research  Board  may  enter  into  leases  of  property  owned  by  the  Research  Board  on  the  campus  to 
participating  research  entities  for  research  to  find  cores,  and  in  such  endeavors  enter  into  contracts  for  joint 
ventures  and  collaborative  efforts  and  to  find  cures  and  treatments  for  presently  incurable  diseases  and  targeted 
diseases  and  to  develop  cures  that  may  be  discovered,  improved  or  patented,  in  whole  or  part,  and  lease  property 
for  reasonable  campus  development  and  pursuant  to  this  Article  XV. 

(b)  Any  participating  research  entities,  whether  public,  private,  quasi-public  or  quasi-private,  which 
develops  cures  or  treatments  which  occurs  in  whole  or  part,  directly  or  indirectly,  by  having  its  presence  on  the 
Research  and  Drug  Development  Institute  Campus  or  in  participation  by  written  agreement  with  the  Research 
Board,  shall  pay  to  the  State  of  Missouri  an  agreed  upon  contractual  amount  but  if  no  contract  has  been  entered 
into  as  to  an  amount,  then  the  greater  of  three  percent  of  all  gross  revenues  or  seventeen  percent  of  all  profits 
derived  from  the  participating  research  entities  cures  or  treatments,  whether  such  monies  were  produced,  earned, 
derivative,  interest  or  otherwise  received.  All  contracts  shall  be  published  on  the  Research  Board’s  website  at 
least  fourteen  (14)  calendar  days  before  any  contract  is  finalized  and  published  again  after  the  contract  is 
finalized. 

(c)  The  Research  Board  may,  along  with  or  in  conjunction  with  the  participating  research  entity,  or  other 
entities,  or  on  its  own,  make,  produce,  develop,  market,  distribute,  license,  and  sell  cures,  goods,  services  and 
products,  both  of  a medical  and  non-medical  nature. 

(d)  All  participating  research  entities  shall  establish  a physical  presence  in  Missouri,  be  licensed  to  do 
business  in  the  State  of  Missouri  and  consent  to  jurisdiction  of  Missouri  courts,  and  all  contracts  shall  be 
governed  by  Missouri  law. 

(e)  Participating  research  entities  shall  not  provide  anything  of  value  to  any  member  of  the  Research  Board 
or  their  employees  that  would  be  reasonably  interpreted  as  something  that  was  provided  with  the  intent  to 
influence  academic  or  research  freedom,  or  otherwise  interfere  with  the  academic  or  research  freedom  of  any 
member  of  the  Research  Board,  nor  to  targeted  disease  groups  or  panels.  Participating  research  entities  who 
violate  this  prohibition  shall  have  leases  voided,  and  shall  surrender  all  profits  derived  lrom  the  participating 
cures  and  treatments  produced,  earned  or  received,  to  the  State  of  Missouri,  and  shall  be  liable  for  any  actual 
and  consequential  damages  and  in  appropriate  circumstances  also  punitive  damages,  to  the  Research  Board  with 
all  such  damage  awards  being  credited  to  the  General  Purpose  Account. 

(f)  Any  monies  received  pursuant  to  this  section  10  shall  be  disbursed  by  the  tollowing  formula: 

i.  twenty-five  percent  to  the  Research  and  Drug  Development  Institute  Trust  Fund  General  Purpose 
Account: 

if  twenty-five  percent  (25%)  to  general  revenue  of  the  State  of  Missouri  with 

a)  one-third  (1/3)  of  this  twenty-five  (25%)  for  the  exclusive  purpose  of  funding  Missouri  state  roads  and 
bridges  infrastructure  repairs, 

b)  one-third  (1/3')  of  this  twenty-five  (25%)  for  the  exclusive  purpose  of  funding  public  pre-school 
programs,  public  elementary  and  secondary  school  programs,  and  to  provide  grants  to  in-state  Missouri 
students  to  attend  state  institutions  of  higher  education  governed  at  the  time  of  the  enactment  of  this  Article 
XV  bv  sections  of  174.020  to  174.500  Revised  Statutes  of  Missouri  and  chapter  172  Revised  Statutes  of 
Missouri,  and 

c}  one-third  Q/3')  of  this  twentv-five  percent  (25%)  for  the  exclusive  purpose  of  funding  medical  care  for 
Missouri  residents:  and 

iif  fifty  percent  (50%)  to  be  refunded  to  Missouri  state  income  tax  paying  citizens,  refunded  equally  to  all 
citizens  of  Missouri  who  have  paid  state  income  taxes  of  more  than  five  hundred  ($500)  or  more  in  the  year 
prior  to  the  payments  being  received  bv  the  Research  Board  pursuant  to  this  section  10,  up  to  the  total  amount 
of  state  income  tax  paid  bv  such  Missouri  citizen  in  that  year.  The  refund  check  to  Missouri  citizens  shall 
clearly  state  “Research  Board  Tax  Refund”. 

All  contracts  entered  into  pursuant  to  this  section  10  and  this  Article  XV  shall  require  that  any  cures 
obtained  pursuant  to  section  10  and  this  Article  XV  shall  be  made  available  to  the  residents  of  the  State  ot 
Missouri  at  cost,  with  no  mark-up. 


(h)  All  of  the  provisions  of  this  section  shall  be  self-enforcing.  All  of  the  provisions  and  phrases  of  this 
section  are  severable.  If  any  provision  or  phrase  of  this  section  is  found  by  a court  ol  competent  )urisdiction_lo 
be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  or  phrases  ol  this  section  shall  bg 

and  remain  valid.  n ~/  2$ 

Section  11.  Effective  Date. 


(a)  The  provisions  of  this  Article  XV  shall  become  effective  on  January  26,  2017.. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-128) 


Subject 

Initiative  petition  from  Brad  Bradshaw  regarding  a proposed  constitutional  amendment  to 
Article  XV  of  the  Constitution  of  Missouri.  (Received  October  20,  2015) 


Date 


November  9,  2015 

Description 

This  proposal  would  create  a new  Article  XV  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Lieutenant  Governor's  Office. 

Brad  Bradshaw  provided  information  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
through  collection  of  a tax  imposed  on  each  wholesale  and  each  retail  sale  of  medical 
marijuana,  this  proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of 
state  and  local  governments. 

In  addition,  when  participating  research  entities  develop  cures  or  treatments,  a portion  of 
profits  or  contractual  amounts  shall  be  paid  to  the  state  of  Missouri.  Moneys  received 
shall  be  distributed  among  various  purposes,  two  of  which  are  the  funding  of  public  pre- 
school programs  and  public  elementary  and  secondary  school  programs. 

Their  department  has  no  means  to  calculate  such  impact  from  either  tax,  nor  can  they 
determine  the  likelihood  that  developed  cures  and  treatments  will  result  in  profits. 

Officials  from  the  Department  of  Higher  Education  indicated: 

In  Section  4(c)i.,  “state  institutions  of  higher  education  governed  by  section  174.020  to 
174.500  Revised  Statutes  of  Missouri  and  chapter  172  Revised  Statutes  of  Missouri 

shall  be  granted,  without  charge,  ten  (10)  licenses  per  institution  per  year  to  grow 
marijuana.”  That  description  of  institutions  leaves  out  Lincoln  University,  Truman  State 
University,  State  Technical  College  of  Missouri,  and  all  the  community  colleges  (with  the 
exception  of  Missouri  State  University  - West  Plains).  Should  any  of  those  institutions 
wish  to  grow  marijuana  for  educational  or  research  purposes,  they  would  have  to 
purchase  licenses  each  year  at  a significant  expense  (up  to  $200,000).  In  addition,  Section 
10(f)ii.b)  would  provide  grants  to  students  to  attend  the  same  institutions  described 
above,  thus  leaving  out  in-state  Missouri  students  who  wish  to  attend  Lincoln,  Truman, 
State  Tech,  and  community  colleges. 

Section  10(f)ii.b)  could  have  a fiscal  impact  on  the  department  as  well,  depending  on  how 
the  funds  would  be  disbursed  by  the  legislature.  If  the  funds  are  to  be  distributed  with  one 
of  our  already  existing  grants  and  scholarships,  the  cost  to  administer  the  funds  would  be 
minimal.  However,  if  an  additional  grant  or  scholarship  program  were  to  be  created 
through  appropriations,  there  could  be  significant  costs  involved  in  developing  an 
application,  hiring  staff  to  review  and  approve  applications,  etc.  Either  way,  the  amount 
of  aid  that  students  could  expect  to  receive  is  impossible  to  calculate. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 


Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  total  estimated  costs  for 
salaries,  fringe  benefits,  and  expense  and  equipment  will  be  $232,421  for  fiscal  year 
2017,  $84,086  for  fiscal  year  2018,  and  $84,960  for  fiscal  year  2019,  which  includes 
information  technology  (IT)  related  costs  of  $150,012  for  fiscal  year  2017  for  IT 
consultants. 

The  petition  allows  for  the  creation  of  cultivation,  dispensary,  and  marijuana-infused 
products  manufacturing  facilities.  These  entities  will  create  jobs  and  be  required  to 
collect  taxes  on  the  sale  of  medical  marijuana  products. 

The  tax  on  medical  marijuana  creates  increased  revenues  for  identified  entities,  but  will 
not  be  included  in  Total  State  Revenues  per  Section  3(t).  However,  Section  10(f)  allows 
25  percent  of  revenues  from  leases  to  research  entities  to  be  deposited  into  General 
Revenue. 

The  legislation  increases  state  revenues  from  research  entity  leases. 

Section  4 

The  provisions  of  this  section  impose  a 10  percent  tax  on  each  wholesale  sale  by: 

1.  Cultivation  Facilities  to  Marijuana-Infused  Products  Manufacturing  Facilities; 

2.  Cultivation  Facilities  to  Dispensary  Facilities;  or, 

3.  Marijuana-Infused  Products  Manufacturing  Facilities  to  Dispensary  Facilities. 

If  the  sale  involves  the  exchange  of  property,  a tax  equivalent  to  10  percent  of  the 
consideration  paid  or  charged,  including  the  fair  market  value  of  the  property  exchanged 
at  the  time  and  place  of  the  exchange. 


The  legislation  imposes  a tax  on  each  retail  sale  by  a Dispensary  Facility  at  75  percent  of 
the  purchase  price  paid  or  charged.  If  the  sale  involves  the  exchange  of  property,  a tax 
equivalent  to  75  percent  of  the  consideration  paid  or  charged,  including  the  fair  market 
value  of  the  property  exchanged  at  the  time  and  place  of  the  exchange. 

The  taxes  imposed  by  this  section  are  in  addition  to  any  general  state  and  local  sales  and 
use  taxes  imposed  on  retail  sales  of  tangible  personal  property. 

Section  10 

The  legislation  distributes  revenues  from  leases  to  research  entities  with  25  percent  going 
to  General  Revenue  (GR).  The  legislation  then  divides  the  25  percent  going  to  GR  into 
thirds  and  allocates  the  funds  to: 

1)  Funding  Missouri  state  roads  and  bridges  infrastructure  repairs; 

2)  Funding  public  pre-school  programs,  public  elementary,  and  secondary  school 
programs,  and  provide  grants  to  in-state  Missouri  students  to  attend  state 
institutions  of  higher  education;  and 

3)  Funding  medical  care  for  Missouri  residents. 

Administrative  Impact: 

Sales  Tax: 

The  appropriate  facility  pays  the  tax  to  the  Department,  requiring  the  Department  to 
develop  a form  for  reporting  purposes  and  programming  to  track  the  payments.  The 
Department  would  implement  this  as  a new  item  tax. 

Collections  & Tax  Assistance: 

Collections  & Tax  Assistance  will  see  additional  registrations,  registration  phone  calls, 
business  tax  account  update  requests,  and  delinquent  phone  contacts  from  the  additional 
business  registering  to  collect  sales  tax  on  medical  marijuana.  The  section  requires  two 
(2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  per  24,000  additional  contacts 
annually  to  the  registration  section  and  every  additional  15,000  contacts  annually  on  the 
delinquent  tax  line.  Each  technician  requires  CARES  equipment  and  license. 

Officials  from  the  Department  of  Public  Safety  - Missouri  State  Highway  Patrol 

indicated  no  fiscal  impact  on  their  department  but  submitted  the  following  comments. 

Section  9 prohibits  employment  with  or  ownership  of  a Medical  Marijuana  Cultivation 
Facility,  Medical  Marijuana  Dispensary  Facility  or  Medical  Marijuana-Infused  Products 
Manufacturing  Facility  by  any  individual  with  a disqualifying  felony  offense.  A 
"disqualifying  felony  offense"  is  a violation  of,  and  conviction  or  guilty  plea  to,  a state  or 
federal  crime  that  is,  or  would  have  been,  a felony  under  Missouri  law,  regardless  of  the 
sentence  imposed,  unless  the  Research  Board  determines  that: 

i.  The  person's  conviction  was  for  the  medical  use  of  marijuana  or  assisting  in  the 
medical  use  of  marijuana;  or 


ii.  The  person's  conviction  was  for  a non-violent  crime  that  is  more  than  ten  (10)  years  old 
and  for  which  the  person  was  not  incarcerated  in  the  Missouri  Department  of  Corrections, 
or  its  equivalent  in  other  jurisdictions;  or 

iii.  The  person's  conviction  was  for  a non-violent  crime  for  which  the  person  was 
incarcerated  in  the  Missouri  Department  of  Corrections,  or  its  equivalent  in  other 
jurisdictions,  that  is  more  than  fifteen  (15)  years  old;  provided  that  at  least  ten  (10)  years 
has  elapsed  since  that  person's  release  from  incarceration. 

While  there  is  a prohibition  against  ownership  or  employment  with  a Medical  Marijuana 
Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility  or  Medical  Marijuana- 
Infused  Products  Manufacturing  Facility  for  a person  with  a "disqualifying  felony 
offense,"  there  is  no  requirement  for  a criminal  background  check  to  identify  those 
individuals  with  a “disqualifying  felony  offense.” 

As  the  Constitutional  amendment  is  currently  written,  a state  and  federal  fingerprint- 
based  criminal  background  check  would  be  required  to  obtain  the  necessary  criminal 
history  record  infonnation  to  identify  individuals  with  a “federal  crime  that  is  or  would 
be  a felony  under  Missouri  law,  regardless  of  the  sentence  imposed.” 

To  authorize  a state  and  federal  fingerprint-based  criminal  background  check,  language  in 
the  Constitutional  amendment  must  meet  Public  Law  92-544  criteria. 

Public  Law  92-544  criteria  is  as  follows: 

The  authority  for  the  FBI  to  conduct  a criminal  record  check  for  a noncriminal  justice 
licensing  or  employment  purpose  is  based  upon  Public  Law  92-544.  Pursuant  to  Public 
Law  92-544,  the  FBI  is  empowered  to  exchange  identification  records  with  officials  of 
state  and  local  governments  for  the  purposes  of  licensing  and  employment  if  authorized 
by  a state  statute  which  has  been  approved  by  the  Attorney  General  of  the  United  States. 
The  Attorney  General’s  authority  to  approve  the  statute  is  delegated  to  the  FBI  by  Title 
28,  Code  of  Federal  Regulations,  Section  0.85(j).  The  standards  employed  by  the  FBI  in 
approving  Public  Law  92-544  authorizations  have  been  established  by  a series  of 
memoranda  issued  by  the  Office  of  Legal  Counsel,  Department  of  Justice.  The  standards 
are: 

1 . The  authorization  must  exist  as  the  result  of  legislative  enactment  (or  its  functional 
equivalent); 

2.  The  authorization  must  require  fingerprinting  of  the  applicant; 

3.  The  authorization  must,  expressly  or  by  implication,  authorize  use  of  FBI  records  for 
screening  of  the  applicant; 

4.  The  authorization  must  not  be  against  public  policy; 

5.  The  authorization  must  not  be  overly  broad  in  its  scope;  it  must  identify  the  specific 
category  of  applicants/licensees. 


Fingerprint  card  submissions  to  the  FBI  under  Public  Law  92-544  must  be  forwarded 
through  the  SIB.  The  state  must  also  designate  an  authorized  governmental  agency  to  be 
responsible  for  receiving  and  screening  the  results  of  the  record  check  to  detennine  an 
applicant’s  suitability  for  employment  or  licensing. 

To  meet  Public  Law  92-544,  the  following  wording  must  be  included: 

Applicants  licensed  pursuant  to  this  section  shall  submit  fingerprints  to  the  Missouri  state 
highway  patrol  for  the  purpose  of  conducting  a state  and  federal  fingerprint-based 
criminal  background  check.  The  Missouri  state  highway  patrol,  if  necessary,  shall 
forward  the  fingerprints  to  the  Federal  Bureau  of  Investigation  for  the  purpose  of 
conducting  a fingerprint-based  criminal  background  check.  Fingerprints  shall  be 
submitted  pursuant  to  43.543  and  fees  shall  be  paid  pursuant  to  43.530. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  adds  Article 
XV,  Sections  1-11  to  the  Missouri  Constitution,  relating  to  marijuana  usage  for  medical 
purposes. 

The  following  provisions  are  included: 

• Research  and  Drug  Development  Institute,  a body  corporate  and  politic  is  created  to 
provide  research  to  find  cures  for  presently  incurable  diseases. 

• Board  of  Research  and  Drug  Development  created  to  govern  the  Research  and  Drug 
Development  Institute,  to  find  cures  for  currently  incurable  diseases  and  to  the  extent 
practicable,  generate  income  to  the  state  with  such  cures.  It  is  under  the  direction  of 
the  Lt.  Governor.  If  the  Board  is  eventually  transferred  to  a department,  it  will  be 
assigned  to  the  Department  of  Health  and  Senior  Services.  The  Lt.  Governor  selects 
members  of  the  Board.  Members  of  the  Board,  except  for  the  Lt.  Governor  will 
receive  compensation  and  reimbursement  for  their  expenses  as  soon  as  funds  are 
available.  The  Lt.  Governor  and  the  Governor  must  approve  the  compensation 
amounts. 

• The  Board  is  assigned  various  duties  to  regulate  the  use  of  marijuana  for  the  specified 
purposes  and  is  allowed  to  acquire  real  and  personal  property  and  issue/sell  revenue 


bonds  to  fund  authorized  purposes.  The  Research  and  Drug  Development  Institute 
Trust  Fund  is  created  for  the  Board’s  use,  with  subaccounts  to  be  used  for  general 
purpose,  land  acquisition  and  targeted  diseases  (for  research).  The  language 
specifically  prohibits  use  of  funds  for  human  cloning  and  embryonic  stem  cell 
research. 

• A Land  Acquisition  Board  is  created  as  a subcommittee  of  the  Research  Board. 
Members  are  selected  by  the  Lt.  Governor.  This  board  is  tasked  with  finding  3-5 
potential  locations  for  a research  campus.  The  board  is  given  eminent  domain  power. 

• The  Board  shall  charge  license  fees  for  medical  Marijuana  Cultivation  Facilities, 
Medical  Marijuana  Dispensaries,  and  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities. 

• A 10%  wholesale  sales  tax  is  imposed  on  sales  Manufacturing  Facilities  and 
Dispensary  facilities. 

• A 75%  retail  sales  tax  is  imposed  on  the  sales  at  Medical  Marijuana  Dispensary 
Facilities. 

• A tax  is  also  imposed  on  the  licenses  for  cultivation  facilities,  dispensary  facilities, 
manufacturing  facilities,  qualifying  patient  identification  cards  and  designated 
primary  caregiver  identification  cards. 

• The  proposal  declares  the  medical  use  of  marijuana  is  legal  and  provides  criminal  and 
civil  liability  protection  for  the  parties  involved.  However,  there  are  restrictions  as  to 
where  the  marijuana  may  be  used  and  what  the  patient  may  do  while  under  the 
influence  (i.e.  They  may  not  operate  a motor  vehicle). 

• Localities  may  restrict  the  location  of  these  facilities,  but  may  not  limit  the  number  of 
or  presence  of  these  facilities.  That  is  determined  by  the  Board. 

• Other  research  entities  may  enter  into  contracts  for  joint  ventures  and  collaborative 
efforts  at  the  research  campuses.  Those  contracts  will  include  provisions  for  the 
entities  to  pay  the  state  the  greater  or  3%  of  gross  revenues  or  17%  of  all  profits 
derived  from  the  participating  research  entities  cures  or  treatments.  These  monies  will 
be  used  for: 

o 25%  - to  the  Research  and  Drug  Development  Institute  Trust  Fund. 

o 25%  - road/bridge  infrastructure  repairs,  public  pre-school  programs  public 
elementary  and  secondary  school  programs  and  grants  to  in-state  Missouri 
students  to  attend  state  institutions  of  higher  education,  and  medical  care  for 
Missouri  residents. 

o 50%  - refunded  to  MO  state  income  tax  paying  citizens  who  have  paid  more 
than  $500  of  state  income  taxes. 

• The  provisions  will  be  effective  January  26,  2017. 

Summary  of  Fiscal  Impact 

The  Department  of  Revenue  is  given  additional  responsibilities  to  collect,  which  could 

result  in  a fiscal  impact  for  that  agency.  The  Department  of  Health  and  Senior  Services 

could  also  have  additional  duties  which  could  result  in  a fiscal  impact  for  that  agency. 

The  revenue  generated  from  the  application  and  license  fees  and  the  taxes  would  be 

deposited  into  the  state  treasury,  with  a portion  deposited  to  the  state’s  General  Revenue 


Fund.  OA  does  not  have  the  data  available  to  provide  an  estimate  of  the  amount  of 
additional  revenue  from  the  application  fees,  license  fees  or  taxes. 

It  is  unclear  if  the  board  members  and  related  staff  would  be  state  employees  and  part  of 
the  state  employee  retirement  system.  For  the  purposes  of  this  fiscal  response,  we  assume 
the  employees  would  not  be  state  employees.  If  they  were  to  be  state  employees,  there 
would  likely  be  a fiscal  impact  to  the  Office  of  Administration  for  the  costs  of 
administering  the  payroll  and  associated  fringe  benefits.  Also,  the  proposal  would  allow 
retrospective  payroll  expenditures  for  the  board  members  if  sufficient  funding  was  not 
immediately  available  to  pay  salaries.  The  state  accounting  system  is  not  designed  to 
handle  such  payroll  expenditures;  therefore,  if  the  state  was  responsible  for  the  payroll  of 
these  individuals,  there  would  be  some  unknown  added  cost  for  system  changes 
necessary  to  accommodate  the  changes.  In  addition,  if  the  Office  of  Administration  was 
responsible  for  the  bond  issuances  there  would  be  a cost  to  the  Office  of  Administration. 
In  addition,  there  is  no  specific  guidance  on  how  the  bonds  would  be  repaid. 

There  are  several  inconsistencies  in  this  proposal’s  language  that  lead  to  confusion  on 
how  the  provisions  would  be  implemented. 

• As  mentioned  above,  there  is  no  clear  direction  on  if  the  staff  would  be  state 
employees  and  participate  in  the  state  retirement  system. 

• The  proposal  is  inconsistent  with  regards  to  distribution  of  the  revenues  in  the  newly 
created  “Research  and  Drug  Development  Institute  Trust  Fund”.  Section  5 (b) 
provides  instructions  for  allocating  the  funds  between  three  accounts.  Section  10 
provides  different  instructions  for  allocating  the  funds. 

• Section  3 directs  bond  proceeds  to  the  Research  and  Drug  Development  Institute 
Trust  Fund  - General  Purpose  Account.  Section  5(c)  lists  allowable  uses  for  the 
General  Purpose  Account  and  debt  service  for  bonds  is  not  mentioned  as  an  allowable 
use.  This  presents  the  question  of  how  the  bonds  are  to  be  repaid. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  to  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 


appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  their  initial  take  is  that  Sec.  8 still  leaves 
the  city  with  the  regulatory  authority  to  define  the  uses  and  locations  of  facilities  covered 
by  Article  XV.  The  city  may  not,  however,  have  regulatory  authority  over  land 
development  on  the  campus  developed  by  the  Research  Board.  This  would  be  similar  to 
the  arrangement  that  exists  with  the  University  of  Missouri  campus  in  Columbia. 

If  so,  this  would  mean  a loss  of  revenue,  inability  to  ensure  code  compliant  construction, 
and  compliance  with  environmental  regulations. 

Furthermore,  is  a local  business  license  going  to  be  required  in  addition  to  that  issued  by 
the  state?  Will  local  taxes  be  able  to  be  collected  on  the  sale  of  goods  sold/manufactured 
in  dispensary  or  manufacturing  facilities?  The  Article  does  not  appear  to  speak  to  these 
issues.  If  not,  they  stand  to  lose  money  and  may  have  additional  costs  incurred  in  public 
safety  enforcement  and  utility  provision. 

It  is  unclear  how  many  facilities  covered  by  the  Article  could  be  licensed.  If  only  a 
handful  of  retail  establishments  or  manufacturing  facilities  are  pennitted,  that  may  not 
have  significant  resource  impact.  However,  if  flooded  with  growers,  retail/manufacturing 
establishments  and  dispensaries,  there  could  be  significant  ramifications  to  service 
delivery  as  well  as  community  reputation/image. 

If  the  legislation  is  passed,  it  appears  as  though  the  city  would  have  approximately  two 
months  to  prepare  their  code  to  address  the  new  uses.  This  period  of  time  is  not  sufficient 
to  prepare  text  changes,  hold  required  hearings  with  the  Planning  and  Zoning 
Commission  and  then  have  Council  take  action.  A minimum  of  90,  if  not  180  days, 
would  be  needed  to  properly  revise  the  zoning  code. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  University  of  Missouri  indicated  the  University  of  Missouri  Health  Care 
(MUHC)  has  reviewed  the  proposed  initiative  petition  and  should  not  incur  costs  that 
exceed  $100,000  annually.  This  is  due  primarily  to  the  fact  that  MUHC  would  have 
potential  conflicts  with  the  U.S.  Drug  Enforcement  Agency  (DEA)  in  the  implementation 
of  these  proposals  and  could  not  implement  these  services  in  the  facilities. 

Brad  Bradshaw  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Dr.  Brad  Bradshaw 
1736  E.  Sunshine,  Suite  600 
Springfield,  MO  65804 
816-606-5324 


October  26,  2015 

Honorable  Nicole  Galloway 
State  Auditor’s  Office 
Truman  Building,  301  West  High  Street 
Jefferson  City,  Missouri  65101 

RE:  Fiscal  Impact  Information — Missouri  Medical  Marijuana  Initiative  Petition 
Dear  Auditor  Galloway: 

On  October  19,  2015, 1 filed  the  above-referenced  initiative  petition  with  the  Secretaiy  of  State. 

I am  submitting  the  attached  fiscal  information  in  support  of  the  initiative  petition.  In  summary,  and  as 
detailed  in  the  attached  report,  using  the  most  conservative  data  the  proposed  initiative  will  generate,  via 
the  new  medical  marijuana  tax  revenue  alone,  over  $45  million  (45,000,000)  annually. 

This  amendment  will  be  completely  self-funded  and  will  not  cost  any  money  to  the  State  of  Missouri,  see 
amendment  Section  4(g),  5(a)  - 5(h).  The  “except  as  otherwise  stated”  of  5(f)  is  in  reference  to  6(1), 
which  taken  together,  makes  this  institute,  its  development,  and  the  board,  completely  self-funded  by  the 
revenue  generated  from  the  medical  marijuana  tax. 

This  conservative  data  shows  over  700  permanent  high  paying  new  jobs  will  be  initially  created,  and  over 
6,600  jobs  will  be  created  during  the  campus  development  phase,  taking  the  total  number  of  jobs  directly 
created  from  this  amendment  to  over  7,000.  The  state’s  economy  will  expand  by  over  $80  million 
annually. 

The  attached  economic  impact  study  provides  a summary  on  page  three,  and  additional  information 
throughout  the  document,  such  as,  even  the  most  conservative  estimates  show  an  initial  yield  of  two 
dollars  to  Missouri  for  every  dollar  of  investment,  page  5-6,  and  between  one  and  four  dollars  in  private 
and  federal  funds  for  every  dollar  of  investment,  page  8. 

Please  contact  me  at  the  address  or  phone  number  listed  above  if  you  have  any  questions  or  comments.  I 
will  remain  the  primary  contact  on  this  matter. 

Very  truly  yours, 


Brad  Bradshaw 
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Executive  Summary 

Currently,  there  is  an  initiative  petition  in  Missouri  that  should  approve  the  sale  and  taxation  of 
medical  marijuana  to  fund  medical  research.  The  initiative  petition  process  gives  Missouri 
citizens  the  chance  to  take  part  in  shaping  the  laws  of  their  state.  Throughout  this  process, 
citizens  of  Missouri  may  initiate  legislation  by  either  a state  statute  or  a constitutional 
amendment.  The  citizens  also  have  the  power  to  repeal  active  legislation  by  introducing  a veto 
referendum.  The  process  begins  with  a citizen  introducing  an  initiative  petition,  which  is  then 
certified  by  the  secretary  of  state's  office,  and  after  the  remaining  procedures  are  followed,  the 
secretary  of  state's  office  will  then  approve  the  petition  for  the  ballot.  Following  all  of  the 
process,  the  petition  would  be  voted  on  in  the  next  general  election. 

The  purpose  of  this  report  is  to  examine  the  impacts  of  two  varying  levels  of  sale  of  medical 
marijuana  and  the  sales  taxes  levied  on  the  sale  of  the  medical  marijuana  (at  both  a 
conservative  and  an  aggressive  sales  level),  and  what  the  impact  of  the  generated  tax  revenue 
for  a medical  research  fund  would  provide  to  Missouri. 

■S  Tripp  Umbach  estimated  based  on  the  medical  marijuana  sales  in  other  similarly-sized 
states.  On  average,  this  industry  could  generate  between  $45.4  million  (conservative) 
and  $58.7  million  (aggressive)  in  tax  revenue  in  the  first  year  of  full  operations,  which 
could  then  be  used  to  conduct  medical  research  within  the  state  of  Missouri 

■S  A conservative  estimate  of  taxes  generated  in  Missouri  if  medical  marijuana  is  approved 
would  be  $45.4  million.  Once  collected,  this  tax  revenue  would  be  passed  through  to 
Missouri's  Research  and  Drug  Development  Institute,  and  would  generate  $84.9  million 
in  business  volume  impact,  supporting  above-average  paying  jobs  for  a majority  of  the 
548  jobs  created  or  sustained,  and  generate  more  than  $2.7  million  in  new  additional 
state  and  local  tax  revenues  within  Missouri. 

S If  the  sales  of  the  newly  approved  medical  marijuana  in  Missouri  reach  the  more 
aggressive  estimate,  this  would  increase  the  impact  seen  by  Missouri  even  more.  The 
additional  $58.7  million  in  tax  revenue  received  from  the  sale  of  medical  marijuana 
would  generate  $109.9  million  in  economic  impact  for  Missouri,  through  being  invested 
into  medical  research.  This  business  volume  increase  would  create  or  sustain  708  jobs 
and  $3.6  million  in  state  and  local  taxes. 

■S  The  construction  of  a $1  billion  biomedical  research  campus  to  house  the  research 
activities  would  generate  nearly  an  additional  $1.4  billion  of  economic  activity  through 
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the  development  of  the  construction  project.  This  project  would  also  create  or  sustain 
6,672  jobs  during  this  period  and  generate  $30  million  in  state  and  local  taxes. 

•S  This  Missouri  Research  and  Drug  Development  Institute  could  also  be  used  to  leverage 
federal  medical  research  funds,  dramatically  improve  the  health  care  in  Missouri,  and 
create  additional  business  volume  in  the  state  by  spinning  off  thousands  of  biomedical 
discoveries,  expanding  the  biomedical  research  sector  in  the  Missouri  economy.  Tripp 
Umbach  estimates  from  other  benchmark  studies  that  between  $1  and  $4  for  every 
dollar  provided  by  the  state  can  be  leveraged  from  additional  sources  such  as  federal 
and  private  sources. 

S Finally,  once  the  research  fund  and  research  campus  are  up  and  running,  the 
commercialization  of  this  campus  will  generate  massive  impact  in  Missouri.  On  average, 
between  the  conservative  and  aggressive  models,  this  commercialization  is  expected  to 
generate  $247.9  million  in  additional  economic  activity  annually  once  the  fund  is 
successfully  conducting  research  for  approximately  10  years.  This  would  also  mean 
1,652  additional  jobs  supported  in  the  state  and  an  additional  $8.25  million  in  state  and 
local  government  revenue  annually  once  the  commercialization  of  research  takes  place. 

■S  Additional  impacts  could  be  realized  with  the  donation  of  charitable  funds  as  well  as 
with  a realization  of  a top  10  drug  but  this  research  is  not  currently  available. 

•S  Finally,  this  study  does  not  focus  on  the  impact  this  research  could  have  on  the  health 
care  cost-savings,  however  research  conducted  by  Silverstein  et  al.  (1995)  shows  that 
NIFI-supported  research  returns  seven  dollars  in  health  care  cost-savings  for  every  dollar 
invested  in  N I FH  supported  research. 

Each  of  these  impacts,  unless  stated  otherwise,  are  annual  impacts  which  are  expected  to 
remain  consistent  or  grow  over  time. 

The  assumptions  made  in  this  report  are  based  on  the  current  level  of  spending  on  medical 
marijuana  within  states  where  it  is  legal,  the  current  population  of  Missouri,  the  projected  tax 
revenue  collected  at  two  levels,  and  the  current  IMPLAN  multipliers  for  the  biomedical  research 
industry  in  Missouri.  It  is  important  to  note  that  as  the  industry  sectors  impacted  grow  and 
change,  the  results  of  this  spending  may  also  grow  proportionately. 
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Taxing  Sales  of  Medical  Marijuana 

Missouri  is  looking  to  approve  the  use  of  marijuana  as  medicine  for  those  citizens  who  would 
benefit  from  access.  The  initiative  petition  currently  being  crafted  suggests  that  the  state  tax 
revenues  generated  from  the  purchase  of  any  property  or  services,  which  fall  under  the  taxable 
guidelines,  be  passed  through  the  Missouri  Research  and  Drugs  Development  Trust  Fund  to 
Missouri's  Research  and  Drug  Development  Institute.  The  research  in  this  document  makes 
assumptions  on  the  sales  rate  of  medical  marijuana  as  based  on  current  wording  in  the 
initiative  petition  and  based  on  the  sales  rate  in  states  similar  in  size  who  also  have  passed 
medical  marijuana  laws  and  currently  tax  this  medication12. 

The  model  this  study  is  based  on  is  that  once  medical  marijuana  is  legalized,  Missouri  will  take 
the  additional  state  tax  revenue  generated  and  create  the  a Research  and  Drug  Development 
Trust  Fund.  This  report  estimates  the  additional  tax  revenue,  which  would  be  collected  by  this 
revenue  stream  at  both  a conservative  level  and  an  aggressive  level  as  it  is  uncertain  the  exact 
number  of  individuals  who  would  sell  or  be  prescribed  the  substance,  as  well  as  the  quantity 
which  would  be  used  throughout  the  state.  The  study  follows  the  conservative  and  aggressive 
scenarios  through  the  biomedical  research  spending  in  state  economy  and  quantifies  the 
economic  impact,  the  jobs  created  and  how  this  biomedical  research  spending  will  help  to 
generate  additional  government  revenue. 

Tripp  Umbach  estimated  based  on  the  medical  marijuana  sales  in  other  similarly-sized  states. 
On  average,  this  industry  could  generate  between  $45.4  million  (conservative)  and  $58.7 
million  (aggressive)  in  tax  revenue,  which  could  then  be  used  to  conduct  biomedical  research 
within  the  state  of  Missouri.  Throughout  this  report  the  analysis  will  talk  about  the 
conservative  scenario  impacts1 2 3  which  is  the  impact  at  a lower  end  of  the  use  scale  and  a lower 


1 The  research  is  based  on  a 10%  wholesale  to  retail  tax,  75%  point  of  sale  tax,  $20,000  cultivation  license  tax 
yearly  for  every  100  square  meters  (1076.39  square  feet)  of  canopy  for  harvesting  with  up  to  10  licenses  per 
person,  $50,000  one-time  dispensary  licenses  fee  with  roughly  300  dispensaries  across  the  state  (in  subsequent 
years  this  fee  would  change  to  $15,000  annually),  sales  price  points  ranging  from  $7  per  gram  on  the  low  end  to 
$30  per  gram  on  the  high  end. 

2 Arizona,  Colorado,  Connecticut,  Michigan,  and  Washington  were  used  as  the  peer  group  of  states  who  both  have 
similar  populations  as  Missouri  but  who  also  tax  medical  marijuana  to  determine  baseline  averages  for  these  states 
in  their  medical  marijuana  sales  and  state  taxes  generated. 

3 The  conservative  scenario  factors  in  a 0.11  gram  per  capita  and  a lower  price  point  at  $7  per  gram. 

Brad  Bradshaw  MD  JD  Plan 

The  Impact  of  Medical  Marijuana  Tax  in  Missouri  for  the  Missouri  Research  and  Drugs  Development  Trust  Fund 
Tripp  Umbach  - 2015 


6 


price  point  and  also  an  aggressive  scenario  impact4  which  is  the  impact  a higher  end  of  the  use 
scale  as  well  as  a higher  level  price  point.5 

It  is  important  to  note  that  any  discussion  of  the  economic  impact  of  the  Missouri  Research  and 
Drug  Development  Institute  must  be  based  on  an  understanding  that  research  investments,  by 
their  nature,  have  a multitude  of  impacts  on  any  state's  economy,  both  in  the  present  and  in 
the  future.  Short-term  impacts  include  capital  and  non-capital  investment,  employment 
growth  supported  by  the  funds,  and  new  federal  medical  research  funding  leveraged  by 
Missouri's  funds  that  expand  the  state's  economy.  Longer-term  impacts  include  a strengthened 
ability  to  compete  nationally  for  funding  and  to  attract  exceptional  first-class  scientists;  the 
economic  and  employment  advances  that  will  be  achieved  when  medical  research  and 
innovation  are  translated  into  commercial  products  and  services;  and  health  care  cost-savings 
to  the  state  as  a result  of  innovation  (see  Figure  1): 

Early-Stage  Economic  Impact  of  Funding 

These  tax  dollars,  once  invested  in  research,  will  result  in  an  expansion  of  the  state's  economy 
by  an  estimated  $84.9  million  on  the  conservative  side  and  $109.9  million  on  the  aggressive 
side  within  the  first  year  the  investment  is  made  into  the  biomedical  research  sector  in 
Missouri.  Tripp  Umbach's  economic  impact  analysis  indicates  that  even  in  the  very  early  stage, 
program  investments  in  capital  and  human  resources  return  nearly  two  dollars  to  the  state's 
economy  for  every  one  dollar  invested.  As  this  research  fund  matures,  this  government 
revenue  impact  amount  will  rise  to  provide  even  higher  levels  of  return  for  every  dollar 

Figure  1:  Research  Return  on  Investment  Timeline 
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invested.  Spending  attributable  to  the  fund  is  divided  into  three  parts:  direct,  indirect,  and 
induced  impacts6. 


4 The  aggressive  scenario  factors  in  a 0.88  gram  per  capita  and  a higher-level  price  point  at  $30  per  gram. 

5 In  order  to  keep  this  research  at  a conservative  end  of  the  scale  the  dispensary  number  remains  static  at  300 
within  the  state  of  Missouri. 

6 IMPLAN  Group,  LLC,  16905  North  Cross  Drive,  Suite  120  Huntersville,  NC  28078 
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The  direct  impacts  of  program  funding  include  institutional  expenditures  for  capital 
improvements,  goods  and  services,  as  well  as  the  spending  by  researchers,  research  staff, 
subcontractors,  and  visitors  who  come  to  these  institutions  for  conferences  and  meetings.  The 
indirect  impacts  of  these  funds  result  from  the  direct,  first-round  expenditures,  which  are 
received  as  income  by  businesses  and  individuals  in  the  state  and  recirculate  through  the 
economy  in  successive  rounds  of  spending.  The  end  result  is  a multiplied  economic  impact  that 
is  a linear  result  of  the  state's  investment  in  research. 

Early-Stage  Impact  of  Fund  on  Employment 

Tripp  Umbach  estimates  that  in  the  first  year,  the  Missouri  Research  and  Drug  Development 
Trust  Fund  will  created  or  sustain  between  548  (conservative)  and  708  (aggressive)  jobs  of 
which,  more  than  half  would  be  high-paying  research-related  jobs  throughout  Missouri.  These 
are  jobs  for  which  the  average  pay  is  156%  of  the  average  pay  of  an  employee  in  Missouri.7 
The  economic  expansion  created  by  the  funds  allocated  to  the  fund  will,  in  turn,  bring  about 
demand  for  additional  employment  in  the  state's  economy. 

Early-  and  Later-Stage  State  Tax  Impacts 

Tripp  Umbach  estimates  that  funds  provided  in  the  initial  year  will  result  in  between  $2.7 
million  (conservative)  and  $3.6  million  (aggressive)  in  tax  revenues  to  Missouri.  This  is  separate 
from  the  individual  local  municipalities  which  will  also  generate  between  $48  thousand 
(conservative)  and  $844.5  thousand  (aggressive)  in  additional  taxes  if  they  kept  the  sales  tax  on 
medical  marijuana  the  same  as  their  local  sales  tax.8  In-state  spending  by  the  recipient 
organizations  and  spending  in  the  state  by  out-of-state  parties  have  a significant  impact  on 
state  tax  revenue.  Taxes  created  as  a result  of  spending  in  the  state's  biomedical  research 
sector  would  increase  the  impact  within  the  Missouri  economy,  and  generation  of  fresh  dollars 
from  outside  of  the  state  are  expected  to  grow  as  early-stage  research  is  commercialized. 


Biomedical  Research  Campus  Construction  Impact 

Across  the  globe,  the  biomedical  and  bioscience  fields  are  growing  and  innovating  at 
astounding  rates.  It  is  a popular  economic  development  strategy  for  cities  to  encourage 
biomedical/bioscience  innovation  districts  to  form.  Innovation  districts  can  come  in  a variety  of 


7 According  to  the  IMPLAN  data  for  Missouri  the  average  employee  makes  $43,237  annually. 

8 Based  upon  the  assumption  that  the  average  municipality  adds  an  additional  3.085%  to  the  Missouri  state  sales 
tax  collected. 
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shapes  and  sizes,  such  as  bioscience,  information  sciences,  research  and  manufacturing,  etc. 
Specifically  looking  at  biomedical/bioscience  innovation  districts,  they  can  be  an  area  of  land  or 
a grouping  of  buildings  where  research,  education,  outreach,  and  health  care  organizations  put 
down  their  roots  in  order  to  work  closely  and  collaboratively  on  the  most  exciting 
developments  in  the  field.  The  districts  lend  themselves  to  collaboration  by  allowing 
researchers,  students,  doctors,  professors,  and  others  to  work  in  the  same  buildings  or  spaces 
to  find  solutions  to  shared  problems.  Start-up  companies  and  commercialization  of  new  ideas 
and  products  are  common  outcomes  of  innovation  districts.  The  rise  in  the  number  of 
innovation  districts  within  the  U.S.  has  been  substantial.9 

It  is  a part  of  the  Tripp  Umbach  assumptions  that  if  this  research  fund  is  developed  there  would 
be  capital  funds  generated  to  develop  a substantial  research  campus.  With  the  funds 
generated  from  this  revenue  stream,  a large  full-scale  biomedical  research  campus  in  Missouri 
can  be  built. 

Over  the  course  of  this  expected  capital  plan,  from  the  start  of  the  initial  development  of  this 
campus  to  the  end  of  Phase  1 the  fund  is  expected  to  invest  $1  billion  in  this  phase  of  the 
capital  development  project.  Over  the  project  period,  this  spending  would  translate  to  an 
economic  impact  of  nearly  $1.4  billion  dollars  in  statewide  economic  output,  6,672  jobs  and  an 
additional  $30  million  dollars  in  state  and  local  tax  revenues.  This  is  in  addition  to  the  start-up 
and  annual  operational  impacts  that  this  campus  would  have  on  Missouri  as  well  as  separate 
from  the  impacts  of  the  tax  revenues  of  the  medical  marijuana  legalization.  Additionally,  the 
initial  phase  is  over  one-fifth  of  a square  mile  on  the  proposed  two  square  mile  campus. 

Not  only  is  this  a boost  to  the  economy  of  the  area  while  the  construction  project  is  taking 
place.  Following  the  construction  of  the  biomedical  campus  the  operations  of  this  research  fund 
and  other  businesses  attracted  to  the  area  and  spin-off  from  this  research  are  expected  to 
increase  economic  impact  as  well. 


Traditionally , people  have  looked  at  the  number  of  patents  in  order  to  measure 
innovation  whereas  now  we  are  steadily  moving  toward  tracking  the  number 
of  start-up  companies  and  amount  of  venture  capital  drawn  to  an  area. 

We  can  think  of  these  places  through  the  concept  of  the  Innovation  City. 


9 Cities  as  a Lab:  Designing  the  Innovation  Economy.  The  American  Institute  of  Architects. 
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Impacts  Associated  with  Leveraged  Federal  Medical  Research  Funds 

The  Missouri  academic  medical  industry  and  growing  life  sciences  industry  will  be  measurably 
enhanced  by  these  state  funds.  This  federal  medical  research  funding  will  help  fuel  new  or 
improve  existing  clinical  enterprises.  According  to  the  Association  of  American  Medical 
Colleges,  Missouri's  academic  medical  industry  is  among  the  top  13  nationally  in  total  annual 
economic  impact10.  This  points  to  a strength  in  the  state  with  room  to  grow  this  business 
industry  segment  competing  strongly  alongside  other  peer  states  who  are  also  looking  to  grow 
the  research  within  their  state.  It  is  the  experience  of  Tripp  Umbach  that  once  a strong  research 
campus  is  developed  the  federal  research  funds  will  become  attracted  to  the  area.  Tripp 
Umbach  estimates  that  between  $1  and  $4  for  every  dollar  provided  by  the  state  can  be 
leveraged  from  federal  and  private  coffers.* 11 

These  funds  will  encourage  researchers  at  the  recipient  organizations  in  the  state  to  collaborate 
with  other  research  centers,  and  to  apply  for  and  win  highly  competitive  federal  grants.  These 
funds  once  received  and  used  in  the  state  to  grow  the  biomedical  research  sector  in  the  state 
will  allow  this  Research  and  Drug  Development  Institute  to  leverage  millions  in  federal  health 
research  funding. 

Commercialization 

Additional  impacts  which  would  be  realized  due  to  the  Missouri  Research  and  Drugs 
Development  Institute  are  the  levels  of  commercialization  that  occur  when  clusters  of  biotech 
professionals  collaborate.  The  impacts  listed  below  demonstrate  the  effects  that  will  be 
realized  as  these  collaborations  and  partnerships  begin  to  develop  and  build  a biotech/ 
biomedical  sector  in  the  Missouri  area.  The  research  is  likely  to  have  impactful  findings  and  the 
development  of  a top  10  drug  or  similar  medical  breakthrough  is  possible. 

Tripp  Umbach  estimates  that  after  ten  years  of  funding  and  operations,  the  commercialization 
of  the  Research  and  Drug  Development  Institute  will  produce  discoveries  and  spinoffs  which 
will  generate  between  $135.1  million  and  $297.4  million  annually  using  the  conservative  level 
of  funding  generated  by  the  medical  marijuana  tax  in  additional  economic  activity  within 
Missouri.  These  activities  will  also  create  between  an  additional  901  and  1,983  jobs.  These 
additional  economic  and  employment  impacts  will  translate  into  additional  state  and  local 
government  revenue  of  between  $4.7  million  and  $9.7  million  annually. 

10  In  2012,  Missouri  ranked  13th  in  Academic  Medical  Impact  of  AAMC  members  and  COTH  hospitals. 

11  Tripp  Umbach  has  used  a variety  of  research  benchmarks  from  past  clients  including  PA  Cancer  Alliance,  UCRF, 
Kentucky  Lung  Cancer  Foundation,  and  many  other  research  university  clients. 
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If  the  medical  marijuana  sales  generates  funds  at  the  more  aggressive  level,  these 
commercialization  impacts  will  increase  exponentially.  The  higher,  more  aggressive  level  for  the 
Missouri  Research  and  Drugs  Development  Institute,  will  produce  discoveries  and  spinoffs 
which  will  generate  between  $174.6  million  and  $384.5  million  in  additional  economic  activity 
within  Missouri  annually.  This  will  increase  the  employment  impact  to  an  additional  1,164  jobs 
and  2,563  jobs.  These  additional  economic  and  employment  impacts  will  also  convert  into 
additional  state  and  local  government  revenue  of  between  $6.1  million  and  $12.5  million 
annually  after  the  initial  start-up  period  and  10  years  has  passed. 

It  is  important  to  note  that  these  commercialization  impacts  are  in  addition  to  the  annual 
operational  impacts  of  the  Research  and  Drug  Development  Institute.  These  are  impacts  that 
are  realized  after  years  of  research  once  the  breakthroughs  or  discoveries  have  been  made  and 
are  marketed. 

The  difference  with  this  research  and  development  is  that  it  will  retain  the  intellectual  property 
of  the  researchers  as  a part  of  this  fund  and  the  State  of  Missouri,  and  will  continue  to  generate 
income  through  the  discoveries  in  the  form  of  patents  and  licensing.  This  income  which  is 
generated  by  the  research  conducted  through  the  fund  will  come  back  to  the  state  in  the  form 
of  additional  funding  for  the  research  fund,  through  general  revenue  for  the  state  to  be  used  to 
pay  for  pre-schools,  elementary  and  secondary  schools,  and  grants  for  higher  education,  roads 
and  infrastructure  in  the  state,  medical  care  for  state  residents,  as  well  as  allotting  half  of  all  of 
the  proceeds  to  provide  a state  income  tax  refund  equally  to  all  residents  of  the  state  paying 
over  $1,000  in  state  taxes. 

Health  Care  Cost-Savings 

While  this  study  does  not  include  detailed  economic  impact  models  that  calculate  the  potential 
cost-savings  attributable  to  research  activities,  a growing  body  of  literature  provides  some 
potential  insights.  Breakthrough  research  by  Silverstein  et  al.  (1995)  documented  $69  billion  in 
annual  economic  savings  resulted  from  NIH-supported  research.  The  return  on  investment 
calculated  by  Silverstein  was  seven  dollars  in  health  care  cost-savings  for  every  dollar  invested 
in  NIH-sponsored  research12. 


12  Cost-Savings  Resulting  from  NIH  Research  Support,  NIH  Publication  No.  93.  Silverstein,  H.H.  Garrison  and  S.J.  Heinig,  1995. 
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Appendix  A:  Definition  of  Terms 

Study  Year 

The  research  analysis  is  in  2015  dollars. 

Total  Impact 

The  total  impact  of  an  organization  is  a compilation  of  the  direct  impact,  the  indirect  impact, 
and  the  induced  impact  generated  in  the  economy  because  of  the  organization. 

Direct  Impact 

Direct  impact  includes  all  direct  effects  the  organization  has  on  the  regional  area  due  to  the 
organizational  operations.  These  items  include  direct  employees,  organizational  spending, 
employee  spending,  as  well  as  spending  by  patients  and  visitors  to  the  organization. 

Indirect  Impact 

The  indirect  impact  includes  the  impact  of  local  industries  buying  goods  and  services  from  other 
local  industries.  The  cycle  of  spending  works  its  way  backward  through  the  supply  chain  until  all 
money  leaks  from  the  local  economy,  either  through  imports  or  by  payments  to  value  added. 
The  impacts  are  calculated  by  applying  direct  effects  to  the  Type  I Multipliers. 

Induced  Impact 

The  response  by  an  economy  to  an  initial  change  (direct  effect)  that  occurs  through  re-spending 
of  income  received  by  a component  of  value  added.  IMPLAN's  default  multiplier  recognizes  that 
labor  income  (employee  compensation  and  proprietor  income  components  of  value  added)  is 
not  leakage  to  the  regional  economy.  This  money  is  recirculated  through  the  household 
spending  patterns  causing  further  local  economic  activity. 

Multiplier  Effect 

The  multiplier  effect  is  the  additional  economic  impact  created  as  a result  of  the  organization's 
direct  economic  impact.  Local  companies  that  provide  goods  and  services  to  an  organization 
increase  their  purchasing  by  creating  a multiplier. 
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Appendix  B:  Consultant  Qualifications 

Tripp  Umbach  has  performed  more  than  500  economic  impact  studies  for  medical  schools, 
private  corporations,  higher  education  institutions,  health  care  systems,  tourist  events,  bodies 
of  government,  and  other  non-profit  organizations.  Sample  clients  include  UW  Medicine 
(University  of  Washington),  Lake  Erie  College  of  Osteopathic  Medicine,  General  Electric,  Regions 
Bank,  University  of  Minnesota,  University  at  Buffalo,  Pittsburgh  Regatta,  Race  for  the  Cure, 
Pennsylvania  Legislative  Budget  and  Finance  Committee,  City  of  Tyler,  Texas,  PA  Cancer 
Alliance,  and  National  Cancer  Institutes.  The  Tripp  Umbach  methodology  generally  employed  in 
these  studies  is  the  industry  standard  methodology  IMPLAN  developed  by  the  IMPLAN  Group 
LLC.13 

Tripp  Umbach's  projections  are  based  on  the  national  experience  of  peer  academic  medical 
centers  that  have  implemented  similar  academic,  clinical,  research,  and  economic  development 
plans  over  the  past  20  years.  Since  1995,  Tripp  Umbach  has  measured  the  economic  impact  of 
every  U.S.  academic  medical  center  on  behalf  of  the  Association  of  American  Medical  Colleges 
(AAMC)  and  used  historical  trending  data  from  this  experience  in  making  projections. 

Questions  and  Contact  Information: 

For  questions  on  this  research  please  contact  - 

Carrie  Kennedy 
Principal 

Tripp  Umbach,  Inc. 

814.923.4375  (direct) 

412.973.3835  (mobile) 
www.trippumbach.com 


13  IMPLAN  Group,  LLC,  16905  North  Cross  Drive,  Suite  120  Huntersville,  NC  28078 
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Appendix  C:  Methodology 

Tripp  Umbach  determined  that  the  use  of  the  IMPLAN  Pro  economic  impact  model  software 
was  most  appropriate  for  this  analysis.  The  IMPLAN  econometric  model  operates  by  estimating 
the  direct  impact,  indirect  impacts,  and  induced  impacts  of  specific  economic  activity.  Direct 
economic  impacts,  are  those  attributable  to  the  initial  economic  activity.  For  example,  an 
operation  with  10  full-time  employees  creates  10  direct  jobs.  Indirect  economic  impacts  are 
those  economic  activities  undertaken  by  vendors  and  suppliers  within  the  supply  chain  of  the 
direct  activity  because  of  the  initial  economic  activity.  For  example,  suppliers  of  goods, 
materials,  and  services  used  in  the  direct  activities  produce  indirect  economic  impacts.  Induced 
economic  impacts  result  from  the  spending  of  wages  paid  to  employees  in  local  industries 
involved  in  direct  and  indirect  activities.  Tripp  Umbach  selected  the  IMPLAN  model  due  to  its 
frequent  use  in  economic  impact,  in  addition  to  its  development  independent  of  local 
influences. 

In  this  report,  the  impact  was  measured  using  IMPLAN  datasets.  The  IMPLAN  data  files  include 
information  for  528  different  industries  (generally  three-  or  four-digit  SIC  code  breakdown)  and 
21  different  economic  variables.  IMPLAN  sources  their  employment  data  from  ES202 
employment  security  data  supplemented  by  county  business  patterns  and  REIS  data. 
Employment  data  utilized  in  the  analysis  includes  full-time  and  part-time  positions. 

It  should  be  noted  that,  at  the  time  of  performing  this  assessment,  the  most  recent  IMPLAN 
data  files  for  the  state  of  Missouri  were  for  2012.  While  the  data  is  not  current,  it  is  unlikely 
that  the  fundamental  economic  structure  of  Missouri's  economic  fabric  has  changed  to  an 
extent  that  would  invalidate  the  analysis.  IMPLAN  data  and  accounts  closely  follow  the 
accounting  conventions  used  in  the  "Input/Output  Study  of  the  U.S.  Economy"  by  the  U.S. 
Bureau  of  Economic  Analysis  and  the  rectangular  format  recommended  by  the  United  Nations. 
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Appendix  D:  Assumptions 

Tripp  Umbach  used  a standard  set  of  assumptions  to  model  the  economic  impacts  in  this 
research.  The  assumptions  are  based  on  both  current  trends  in  the  medical  marijuana  market 
as  well  as  the  information  laid  out  in  the  initiative  petition. 

The  research  is  based  details  laid  out  in  the  initiative  petition  which  state  that  there  will  be  a 
10%  wholesale  to  retail  tax,  75%  point  of  sale  tax,  $20,000  cultivation  license  tax  yearly  for 
every  100  square  meters  (1076.39  square  feet)  of  canopy  for  harvesting  with  up  to  10  licenses 
per  person,  $50,000  one-time  dispensary  licenses  fee  with  roughly  300  dispensaries  across  the 
state  (in  subsequent  years  this  fee  would  change  to  $15,000  annually),  sales  price  points 
ranging  from  $7  per  gram  on  the  low  end  to  $30  per  gram  on  the  high  end. 

Additionally  Tripp  Umbach  looked  at  states  where  medical  marijuana  was  already  legal  and 
where  the  population  and  state  characteristics  were  similar  to  Missouri.  These  states  were 
Arizona,  Colorado,  Connecticut,  Michigan,  and  Washington  were  used  as  the  peer  group  of 
states  who  both  have  similar  populations  as  Missouri  but  who  also  tax  medical  marijuana  to 
determine  baseline  averages  for  these  states  in  their  medical  marijuana  sales  and  state  taxes 
generated.  The  data  for  Colorado  was  taken  out  as  an  outlier  in  sales  per  capital  because  it  was 
much  higher  than  the  other  peer  states  and  the  state  also  allows  for  sale  of  recreational 
marijuana.  With  these  calculations  the  conservative  scenario  factors  in  a 0.11  gram  per  capita 
and  a lower  price  point  at  $7  per  gram.  Then  the  aggressive  scenario  factors  in  a 0.88  gram  per 
capita  and  a higher-level  price  point  at  $30  per  gram.  In  order  to  keep  this  research  at  a 
conservative  end  of  the  scale  the  dispensary  number  remains  static  at  300  within  the  state  of 
Missouri  and  there  was  an  assumption  of  an  average  of  5 licenses  per  dispensary.  Finally,  using 
the  Missouri  current  sales  tax  data  as  the  model,  there  was  also  an  assumption  that  the  average 
municipality  adds  an  additional  3.085%  to  the  Missouri  state  sales  tax  collected. 

The  research  facility  data  was  modeled  based  on  Tripp  Umbach  past  experience  modeling  such 
research  centers  for  clients  such  as  PA  Cancer  Alliance,  University  Cancer  Research  Fund  in 
North  Carolina,  Kentucky  Lung  Cancer  Foundation,  and  many  other  research  university  clients. 

It  should  also  be  noted  that,  this  amendment  will  self-fund  the  agency,  no  cost  to  Missouri. 
This  means  that  except  where  otherwise  stated  the  entire  amendment  will  completely  self-fund 
or  will  operate  at  no  cost  to  the  state  of  Missouri.  The  only  exception  to  this  would  be  for  land 
acquisition  as  noted  in  Section  4(g),  5(a)  - 5(h),  and  6(1)  of  the  initiative  petition. 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Missouri  Senate,  the  State  Treasurer's  office,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City 
of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City 
of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the 
City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  St. 
Louis  Community  College,  and  the  Lieutenant  Governor's  Office. 

Fiscal  Note  Summary 

This  proposal  is  estimated  to  generate  annual  taxes  and  fees  of  $45  million  to  $58  million  for 
medical  research  with  state  and  local  government  implementation  costs.  Medical  research  job 
creation  and  other  economic  activity  is  likely  to  result  in  significant  additional  tax  revenues  to 
state  and  local  governmental  entities. 


OCT  0 9 2015 


STa'i  t AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


October  9,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jane  Dueker  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-127) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jane  Dueker  on  October  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


r&. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • business  services  • Elections  • Publications  • securities  • State  Archives  • State  Library  • Wolfner  library 


I6-IS XI 


County 


Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed  one  year  in  the  county 
jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully  order  that  the  following  proposed 

amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November, 

2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  City 

v , r-o 

of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  cs 


(Official  Ballot  title) 


CD 

CD 


PQ 

m 


i 

VJD 


DD  — 

rs  m 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  County  Of 
duly  sworn,  say  (print  or  type  names  of  signers) 


, being  first 


CO 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong 

Dist. 

NAME 

(Print  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name,  registered  voting  address 
and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT 
I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of 


A.D. 


Signature  of  Notary 


Address  of  Notary: 


Notary  Public  (Seal) 
My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  111  of  the  Constitution  of  Missouri  is  revised  by  amending  sections  2 and  9,  to  read  as  follows: 

Section  2.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  and,  beginning  with  the  one  hundred  second 
general  assembly,  one  hundred  twenty-three  members,  elected  at  each  general  election  and  apportioned  in  the  following  manner:  Within  sixty 
days  al  ter  the  population  of  this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapporlionmen!  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the  governor  that  such  a 
ruling  has  been  made,  the  congressional  district  committee  of  each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last 
preceding  election  shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present, 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from  any  one  state  legislative  district.  The  congressional 
committees  shall  each  submit  to  the  governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission 
consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and,  beginning  with  the 
one  hundred  second  general  assembly,  one  hundred  twenty-three  representative  districts,  and  to  establish  the  numbers  and  boundaries  of  said 
districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a member  ofhis  own  choice  from  that 
district  and  from  the  political  party  of  the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly  for  four  years  following  the  date  of 
the  filing  by  the  commission  of  its  final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to  the  congressional  district 
committee  or  the  congressional  district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress  from  this  state  have 
been  elected  at  large,  the  term  congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district  committee 
for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to  those  districts  from  which 
congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all  members  have  been  selected,  meet  in  the 
capitol  building  and  proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda 
establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk 
of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled  and  held  as  often  as  the 
commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number  one  hundred  sixty-three  and. 
beginning  with  the  one  hundred  second  general  assembly,  the  number  one  hundred  twenty-three,  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a tentative  plan  of 
apportionment  and  map  of  the  proposed  districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be  necessary  to 
hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a final  statement  of 
the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of  die  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least 
seven-tenths  of  the  members. 

After  the  statement  is  filed  members  oflhe  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is 
made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it 
shall  stand  discharged  and  the  house  of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the 
judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment 
plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  oflhe  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the  commission  is  in  session  but  not  more 
than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of 
the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  9.  Until  the  convening  oflhe  [Seventy- fourth  General  Assembly  the  House  of  Representaiives[one  hundred  second  general  assembly. 
the  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  from  the  one  hundred  sixty-three  representative 
districts,  as  they  existed  [January  I,  1965.1  during  the  one  hundred  first  general  assembly.  Beginning  with  the  one  hundred  second  general 
assembly,  the  house  of  representatives  shall  consist  of  one  hundred  twenty-three  members  pursuant  to  section  2 of  this  article. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-127) 


Subject 

Initiative  petition  from  Jane  Dueker  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  October  9,  2015) 


Date 


October  29,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  effective  January  2023 
or  the  1st  regular  session  of  the  102nd  General  Assembly,  House  membership  would  drop 
from  163  to  123.  Using  today’s  costs,  here  are  the  estimated  annual  savings  resulting 
from  the  reduction  of  40  members: 


SAVINGS: 

Member  salaries  = 40  x $35,915  = $1,436,600 
LA  salaries  = 40  x $29,500  = $1,180,000 
Member  $700  accounts  = 40  x $8,400  = $336,000 
Session  per  diem  = 40  x $103.20  x 70  days  = $288,960 
Session  mileage  = 40  x 270  miles  x $0.37  x 19  weeks  = $75,924 
Total  estimated  annual  savings  (excluding  fringes)  = $3,317,484 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  it  is  not  possible  to  estimate  potential 
fiscal  impact  of  decreasing  the  number  of  members  in  the  Missouri  House  of 
Representatives.  They  assume  that  each  member  will  represent  more  people  and  wider 
geographic  areas,  with  the  potential  to  reduce  the  number  of  legislators  representing 
districts  that  include  the  City  of  Columbia.  At  this  time,  there  appears  to  be  little,  if  any, 
fiscal  impact  related  to  this  possible  change. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  they  have  detennined  there  is  no 
fiscal  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

Reduced  legislative  operating  costs  would  result  in  annual  estimated  savings  to  state 
governmental  entities  of  at  least  $3.3  million.  Local  governmental  entities  report  no 
expected  fiscal  impact. 
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STATE  AUDITORS  OFFICE 


Jason  Kander 


J ami-.s  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


October  9,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  John  Lamping  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-126) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  John  Lamping  on  October  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed  one  year  in  the  county 
jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully  order  that  the  following  proposed 

amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November, 

2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City 

of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 
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(Official  Ballot  title)  Px_  c_n 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  County  Of 


n 

being  first 


duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong 

Dist. 

,jSame 

(Print  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name,  registered  voting  address 
and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT 
I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


_day  of  _ 


, A.D. 


Signature  of  Notary 


Address  of  Notary: 


Notary  Public  (Seal) 
My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  ill  of  the  Constitution  of  Missouri  is  revised  by  amending  sections  2 and  9,  to  read  as  follows: 


Section  2.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  and,  beginning  with  the  one  hundred  second 
general  assembly,  one  hundred  twenty-three  members,  elected  at  each  general  election  and  apportioned  in  the  following  manner:  Within  sixty 
days  after  the  population  of  this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapportionment  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the  governor  that  such  a 
ruling  has  been  made,  the  congressional  district  committee  of  each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last 
preceding  election  shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present, 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from  any  one  state  legislative  district.  The  congressional 
committees  shall  each  submit  to  the  governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission 
consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and,  beginning  with  the 
one  hundred  second  general  assembly,  one  hundred  twenty-three  representative  districts,  and  to  establish  the  numbers  and  boundaries  of  said 
districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a member  of  his  own  choice  from  that 
district  and  from  the  political  party  of  the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly  for  four  years  following  the  date  of 
the  filing  by  the  commission  of  its  final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to  the  congressional  district 
committee  or  the  congressional  district  from  w hich  a congressman  was  last  elected,  or,  in  the  event  members  of  congress  from  this  state  have 
been  elected  at  large,  the  term  congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district  committee 
for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to  those  districts  from  which 
congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all  members  have  been  selected,  meet  in  the 
capitol  building  and  proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda 
establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk 
of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled  and  held  as  often  as  the 
commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number  one  hundred  sixty-three  and, 
beginning  with  the  one  hundred  second  general  assembly,  the  number  one  hundred  twenty-three,  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  stale  a tentative  plan  of 
apportionment  and  map  of  the  proposed  districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be  necessary  to 
hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a final  statement  of 
the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least 
seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is 
made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it 
shall  stand  discharged  and  the  house  of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the 
judges  of  the  appellate  courts  of  the  slate  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment 
plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the  commission  is  in  session  but  not  more 
than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of 
the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  9.  Until  the  convening  of  the  [Seventy-fourth  General  Assembly  the  House  ofReprcsentalivesjone  hundred  second  general  assembly, 
the  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  from  the  one  hundred  sixty-three  representative 
districts,  as  they  existed  [January  1,  1965.1  during  the  one  hundred  first  general  assembly.  Beginning  with  the  one  hundred  second  general 
assembly,  the  house  of  representatives  shall  consist  of  one  hundred  twenty-three  members  pursuant  to  section  2 of  this  article. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-126) 

Subject 

Initiative  petition  from  John  Lamping  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  October  9,  2015) 


Date 


October  29,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 


Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  effective  January  2023 
or  the  1st  regular  session  of  the  102nd  General  Assembly,  House  membership  would  drop 
from  163  to  123.  Using  today’s  costs,  here  are  the  estimated  annual  savings  resulting 
from  the  reduction  of  40  members: 


SAVINGS: 

Member  salaries  = 40  x $35,915  = $1,436,600 
LA  salaries  = 40  x $29,500  = $1,180,000 
Member  $700  accounts  = 40  x $8,400  = $336,000 
Session  per  diem  = 40  x $103.20  x 70  days  = $288,960 
Session  mileage  = 40  x 270  miles  x $0.37  x 19  weeks  = $75,924 
Total  estimated  annual  savings  (excluding  fringes)  = $3,317,484 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  it  is  not  possible  to  estimate  potential 
fiscal  impact  of  decreasing  the  number  of  members  in  the  Missouri  House  of 
Representatives.  They  assume  that  each  member  will  represent  more  people  and  wider 
geographic  areas,  with  the  potential  to  reduce  the  number  of  legislators  representing 
districts  that  include  the  City  of  Columbia.  At  this  time,  there  appears  to  be  little,  if  any, 
fiscal  impact  related  to  this  possible  change. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  they  have  detennined  there  is  no 
fiscal  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

Reduced  legislative  operating  costs  would  result  in  annual  estimated  savings  to  state 
governmental  entities  of  at  least  $3.3  million.  Local  governmental  entities  report  no 
expected  fiscal  impact. 
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October  8,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  XVI,  version  2 (2016-125) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Sheila  Dundon  on  October  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


f£~ 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No.  

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  SL  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  SL  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  r 


(Official  Ballot  title] 


CIRCULATOR  S AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF  _ 

I, 


,,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


CJ1 

CO 

CO 

I 

I 

CO 


VO 

rn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City.  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  i Deneve  ui»  earn  iw> 

or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF.  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of. 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 
Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 


Signature  of  Notary 


Address  of  Notary  (Street.  City.  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Article  XVI  is  created  by  enacting  one  new  section  to  be  known  as  Section  1 of  Article  XVI,  to 
read  as  follows: 


Section  1.  Right  to  Access  Medical  Marijuana 
T.  Purposes 

This  section  is  intended  to  permit  state-licensed  physicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  Qualifying  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possible. 
benefits  of  medical  marijuana  use,  the  right  to  have  the  benefit  of  their  physician’s  professional 
advice  concerning  the  same,  and  the  right  to  use  medical  mariiuana  for  treatment  under  the 
supervision  of  a physician. 

This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  arc  necessary  to. 
protect  patients  and  their  physicians  from  civil  and  criminal  penalties,  and  allow  for  the  limited 
legal  production,  distribution,  sale  and  purchase  of  mariiuana  for  medical  use.  This  section  is  not 
intended  to  change  current  civil  and  criminal  laws  governing  the  use  of  mariiuana  for 
nonmedical  purposes.  The  section  would  maintain  the  prohibition  against  the  public  use  of 
mariiuana  and  driving  under  the  influence  of  marijuana. 

2.  Definitions 

(1)  “Administer”  means  the  direct  application  of  mariiuana  to  a qualifying  patient  by 
wav  of  anv  of  the  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products; 

(b~)  Vaporization  or  smoking  of  dried  flowers,  buds  or  plant  material; 

(cl  Application  of  ointments  or  balms: 

(cl)  Transdermal  patches: 

(e)  Consuming  marijuana-infused  food  products;  or 


(f)  Anv  other  method  approved  by  the  Department  or  recommended  by  a 
qualifying  patient’s  physician. 


(2) 

“Department”  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 

agency. 

(3) 

“F.ntitv”  means  a natural  person,  corporation,  professional  corporation,  nonprofit 

corporation,  cooperative  corporation,  unincorporated  association,  business  trust. 

limited  liability  companv.  general  or  limited  partnership,  limited  liability 

partnership,  ioint  venture,  or  anv  other  legal  entity. 

(4) 

“Mariiuana”  means  Cannabis  indica.  Cannabis  saliva , and  Cannabis  ruderalis, 
hybrids  of  such  species,  and  anv  other  strains  commonly  understood  within  the 

scientific  community  to  constitute  mariiuana,  as  well  as  resin  extracted  from  the 
plant  and  mariiuana-infused  products. 

(51 

“Medical  Mariiuana  Cultivation  Facility”  means  an  entity,  licensed  bv  the 

department,  to  cultivate,  process,  transport,  and  sell  mariiuana  to  a Medical 
Mariiuana  Dispensary  Facility  or  to  a Medical  Marijuana-Infused  Products 
Manufacturing  Facility. 

(61 

“Medical  Mariiuana  Disnensarv  Facility”  means  an  entity,  licensed  bv  the 

department,  to  sell,  transport,  and  deliver  mariiuana,  marijuana-infuselproducjs. 

(21 

and  drup  naranhemalia  used  to  administer  mariiuana  as  provided  for  in  this  section, 
“Medical  Mariiuana-infused  Products  Manufacturing  Facility”  means  an  entity. 

licensed  bv  the  department,  to  manufacture  and  transport  marijuana-infused 

products  for  sale  to  a Medical  Marijuana  Dispensary  Facility. 

- iT-'p 


i 
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£8)  “Medical  use”  means  the  production,  possession,  delivery,  distribution, 

transportation,  or  administration  of  marijuana  or  a marijuana-infused  product,  or 
drug  paraphernalia  used  to  administer  marijuana  or  a marijuana-infused  product,  for 
the  benefit  of  a patient  to  mitigate  the  symptoms  or  effects  of  the  patient’s 
qualifying  medical  condition. 

(9)  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practicg 
medicine  or  osteopathy  under  Missouri  law. 

(10)  “Physician  certification”  means  a document  in  whatever  format,  including 
electronic,  signed  by  a physician,  stating  that  in  the  physician’s  professional 
opinion,  the  patient  has  been  diagnosed  with  a qualifying  medical  condition  andjs 
likely  to  receive  therapeutic  or  palliative  benefit  from  the  medical  use  of  mariiuana 
to  treat  or  alleviate  the  patient's  qualifying  medical  condition  or  symptoms 
associated  with  the  qualifying  medical  condition. 

(11)  “Primary  caregiver”  means  an  individual  twenty-one  years  of  age  or  older  who  has 
significant  responsibility  for  managing  the  well-being  of  a person  diagnosed  with  a 
qualifying  medical  condition  and  who  is  designated  as  such  on  the  caregiver’s 
application  for  an  identification  card  under  this  section  or  in  other  written 
notification  to  the  department. 

(12)  “Qualifying  medical  condition”  means  symptoms  related  to  or  the  treatment  of 

(a)  Cancer; 

(b)  Epilepsy; 

(c)  Glaucoma; 

(d)  Intractable  migraines  unresponsive  to  other  treatment; 

(e)  A chronic  medical  condition  that  causes  severe,  persistent  pain  or  persistent 
muscle  spasms,  including  but  not  limited  to  those  associated  with  multipje 
sclerosis,  seizures.  Parkinson’s  disease,  and  Tourette’s  syndrome; 

£Q  Debilitating  psychiatric  disorders,  including  but  not  limited  to  post-traumatjc 
stress  disorder,  if  diagnosed  by  a state  licensed  psychiatrist; 

£g)  Human  immunodeficiency  virus  or  acquired  immune  deficiency  syndrome; 

(h)  A chronic  medical  condition  that  is  normally  treated  with  a prescription 
medication  that  could  lead  to  physical  or  nsvcholopical  dependence,  when  a 
physician  determines  that  medical  use  of  mariiuana  could  be  effective  jn 
treating  that  condition  and  would  serve  as  a safer  alternative  to  the 
prescription  medication; 

(i)  Anv  terminal  illness; 

(j)  In  the  professional  judgment  of  a physician,  anv  other  chronic,  debilitating  or 
otherwise  equivalent  condition,  including,  but  not  limited  to,  hepatitis  C, 
amyotrophic  lateral  sclerosis,  inflammatory  bowel  disease,  agitationof 
Alzheimer's  disease,  cachexia  and  wasting  syndrome;. or 

(k)  Anv  additional  conditions  determined  by  the  department. 

(13)  “Qualifying  Patient”  means  a Missouri  resident  diagnosed  with  at  least  one 
qualifying  medical  condition. 

3.  Creating  Patient  Access  to  Medical  Mariiuana 

(11  in  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 

(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture, 

distribution-  and  sale  of  mariiuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict,  or  revoke  such  licenses  upon  a violation  of  this. 
section  or  a rule  promulgated  pursuant  to  this  section,  and  impose  any 


2 


administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 
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£b)  Promulgate  such  rules  and  emergency  rules  as  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  marijuana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c)  Hear  and  determine  at  a public  hearing  any  contested  state  license  denial 
and  any  complaints  against  a licensee  and  administer  oaths  and  issue 
subpoenas  to  require  the  presence  of  persons  and  the  production  of 
papers,  books,  and  records  necessary  to  the  determination  of  any  hearing 
so  held,  all  in  accordance  with  the  Missouri  Administrative  Procedures 
Act,  as  amended  from  time  to  time,  or  successor  provisions. 

(d)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section: 

£e)  Require  a seed-to-sale  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  immature  plant  stage  until  the  medical  marijuana 
or  medical  mariiuana-infused  product  is  sold  to  a customer  at  a Medjcaj 
Marijuana  Dispensary  Facility  to  ensure  that  no  medical  mariiuana 
grown  bv  a Medical  Marijuana  Cultivation  Facility  or  processed  by  a 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  is  sold  or 
otherwise  transferred  except  bv  a Medical  Marijuana  Dispensary 
Facility,  The  department  shall  certify  at  least  two  commercially 
available  software  programs  to  licensees  as  compliant  with  its  tracking 
standards. 

(Q  Prepare  and  transmit  annually  a report  accounting  to  the  Governor  for 
the  efficient  discharge  of  all  responsibilities  assigned  to  the  department 
under  this  section; 

(2)  The  department  shall  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcement  of  this  section  and  to  ensure  the  right  to, 
availability  and  safe  use  of  mariiuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carry 
out  the  mandates  of  this  section,  the  department  may  issue  rules  or  emergency  rnjes 
relating  to  the  following  subjects: 

(a)  Compliance  with,  enforcement  of.  or  violation  of  any  provision  of  this 
section  or  anv  rule  issued  pursuant  to  this  section,  including  procedures 
and  grounds  for  denying,  suspending,  fining,  restricting,  or  revoking  a 
state  license  issued  pursuant  to  this  section; 

(hi  Specifications  of  duties  of  officers  and  employees  of  the  department; 

(cl  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers: 

£d)  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
department; 

[Q  Prohibition  of  misrepresentation  and  unfair  practices; 

tgl  Control  of  informational  and  product  displays  on  licensed  premises; 

(h)  Development  of  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees,  and  other  support  staff  of  entitieg 
licensed  pursuant  to  this  section,  including  a fingerprint-based  criminal 
history  record  check  as  may  be  required  prior  to  issuing  a card; 
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0}  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
including,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  minimum  procedures  for  internal  control  as 
deemed  necessary  by  the  department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirements  for 
changes,  alterations,  or  modifications  to  the  premises; 

(0  Regulation  of  the  storage  of.  warehouses  for,  and  transportation  of 
marijuana  for  medical  use: 

Qc)  Sanitary  requirements  for,  including,  but  not  limited  to.  the  preparation 
of  medical  marijuana-infused  products: 

£0  The  specification  of  acceptable  forms  of  picture  identification  that  a 
Medical  Marijuana  Dispensary  Facility  may  accept  when  verifying  a 
sale; 

(nOLabeling  and  packaging  standards; 

£n)  Records  to  be  kept  by  licensees  and  the  required  availability  of  the 
records; 

(o')  State  licensing  procedures,  including  procedures  for  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees; 

(pj  The  reporting  and  transmittal  of  tax  payments; 

(q)  Authorization  for  the  Department  of  Revenue  to  have  access  to  licensing 
information  to  ensure  tax  payment  and  the  effective  administration  of 
this  section;  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringent,  and 
comprehensive  administration  of  this  section. 

(3)  The  department  shall  issue  rules  or  emergency  rules  for  a medical  marijuana  and 
medical  marijuana-infused  products  independent  testing  and  certification  program 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  mariiuana  to 
ensure,  at  a minimum,  that  products  sold  for  human  consumption  do  not  contain 
contaminants  that  are  injurious  to  health  and  to  ensure  correct  labeling. 

(4)  The  department  shall  maintain  the  confidentiality  of  reports  or  other  information 
obtained  from  an  applicant  or  licensee  containing  any  individualized  data., 
information,  or  records  related  to  the  licensee  or  its  operation,  including  sales 
information,  financial  records,  tax  returns,  credit  reports,  cultivation  information, 
testing  results,  and  security  information  and  plans  or  revealing  any  patient 
information,  or  any  other  records  that  are  exempt  from  public  inspection  pursuant  to 
state  or  federal  law.  Such  reports  or  other  information  may  be  used  only  for  a 
purpose  authorized  bv  this  section.  Any  information  released  related  to  patients  may 
be  used  only  for  a purpose  authorized  by  this  section  or  to  verify  that  a person  who 
presented  a patient  identification  card  to  a state  or  local  law  enforcement  official  is 
lawfully  in  possession  of  such  card. 


(5)  Within  thirty  days  of  the  effective  date  of  this  section,  the  department  shall  make 
available  to  the  public  license  application  forms  and  application  instructions  lor 
Medical  Mariiuana  Cultivation  Facilities.  Medical  Mariiuana  Dispensary  Facilities, 
and  Medical  Marijuana-Infused  Products  Manufacturing  Facilities. 

£6)  Within  thirty  days  of  the  effective  date  of  this  section,  the  department  shall  makg 
available  to  the  public  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards.. 
Within  sixty  days  of  the  effective  date  of  this  section,  the  departments  shall  begin 
accepting  applications  for  such  identification  cards, 

(7)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to  grow 
mariiuana  as  a Medical  Mariiuana  Cultivation  Facility.  Each  facility  in  operation 
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shall  require  a separate  license  and  such  facility  may  be  limited  by  the  department 
to  thirty  thousand  square  feel  of  canopy  space.  The  license  shall  be  valid  for  three 
years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  cause.  The 
department  shall  charge  each  first-time  applicant  a one-time,  non-refundable  fee  of 
three  thousand  dollars.  The  department  shall  charge  each  licensee  an  annual  fee  of 
ten  thousand  dollars  per  license.  Application  and  license  fees  shall  be  increased  or 
decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its 
successor  agency. 

(8)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana  Dispensary  Facility.  Each  facility  in  operation  shall 
require  a separate  license.  A license  shall  be  valid  for  three  years  from  its  date  of 
issuance  and  shall  be  renewable,  except  for  cause.  The  department  shall  charge  each 
first-time  applicant  a one-time,  non-refundable  fee  of  three  thousand  dollars.  The 
department  shall  charge  each  licensee  an  annual  fee  of  five  thousand  dollars  per 
license.  Application  and  license  fees  shall  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or  successor 
index  as  published  bv  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(9)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Mariiuana-Infused  Products  Manufacturing  Facility.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  cause.  The  department 
shall  charge  each  first-time  applicant  a one-time,  non-refundable  fee  of  three 
thousand  dollars.  The  department  shall  charge  each  licensee  an  annual  fee  of  five 
thousand  dollars  per  license.  Application  and  license  fees  shall  be  increased  or 
decreased  each  year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  bv  the  U.S.  Department  of  Labor,  or  its 
successor  agency. 

(10)  Except  for  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may  obtain 
an  authorization  and  identification  card  from  the  department  to  cultivate  up  to  six 
marijuana  plants  for  the  exclusive  use  of  that  patient.  The  card  shall  be  valid  for 
twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the  annual 
submittal  of  a new  or  updated  physician’s  certification.  The  department  shall  chargg 
an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be  increased  or 
decreased  each  year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or.itg 
successor  agency. 

(11)  The  department  may  set  a limit  on  the  amount  of  marijuana  that  may  be  purchased 
hv  or  on  behalf  of  a qualifying  patient  in  a 30  day  period,  provided  that  limit  is  not 
less  than  six  ounces  of  dried,  unprocessed  marijuana,  or  its  equivalent.  Any  such 
limit  shall  not  apply  to  a qualifying  patient  with  written  certification  from  two 
independent  physicians  that  there  are  compelling  reasons  for  additional  amount^ 

(12)  The  department  may  set  a limit  on  the  amount  of  mariiuana  that  may  be  possessed 
hv  or  on  behalf  of  a qualifying  patient,  provided  that  limit  is  not  less  than  a sixty 
dav  supply  of  dried,  unprocessed  mariiuana.  or  its  equivalent.  Any  such  limit  shall. 
not  apply  to  a qualifying  patient  with  written  certification  from  two  independent 
physicians  that  there  are  compelling  reasons  for  additional  amounts.  Possession  of 
between  the  legal  limit  and  up  to  twice  the  legal  limit  shall  subicct  the  possessor  to 
department  sanctions,  including  an  administrative  penalty  and  loss  of  their  patient 
identification  card  for  up  to  a year.  Purposefully  possessing  amounts  in  excess  of 
twice  the  legal  limit  shall  be  punishable  bv  imprisonment  of  up  to  one  year  and  a 
fine  of  up  to  ten  thousand  dollars. 

(13)  The  department  may  restrict  the  aggregate  number  of  licenses  granted  for  Medjcaj 
Mariiuana  Cultivation  Facilities,  provided  however  that  the  number  may  not  be 
limited  to  fewer  than  one  license  per  every  seventy-five  thousand  inhabitants  of  the 
state  of  Missouri,  according  to  the  most  recent  census  of  the  United  States.  In  any 
year,  if  the  number  of  qualifying  applicants  and  any  renewals  exceed  any  such 
restriction,  the  department  shall,  after  renewing  all  qualifying  licenses,  rank  new 
applicants  using  the  following  factors:  site  security:  experience  with  agriculture, 
horticulture  or  the  leeal  cannabis  market:  medical  or  botany  experience;  acceptance 
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in  the  site  community:  potential  for  positive  economic  impact  m the  site 
community:  and  maintaining  competitiveness  in  the  marijuana  for  medical  use 
marketplace.  In  evaluating  licenses,  the  department  may  consult  or  contract  with 
other  public  agencies  with  relevant  expertise  regarding  these  factors. 

(14)  If  a county  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  number  of  qualifying  applicants  and 
any  renewals  exceed  any  such  restriction,  the  department  shall,  after  renewing  all 
qualifying  licenses,  rank  new  applicants  using  the  following  factors:  site  security; 
medical  or  botany  experience:  acceptance  in  the  site  community;  potential  for 
positive  economic  impact  in  the  site  community:  and  maintaining  competitiveness 
in  the  marijuana  for  medical  use  marketplace.  In  evaluating  licenses,  the  department 
may  consult  or  contract  with  other  public  agencies  with  relevant  expertise  regarding 
these  factors. 

(15)  The  department  shall  begin  accepting  license  applications  for  Medical  Marijuana 
Dispensary  Facilities.  Medical  Marijuana  Cultivation  Facilities,  and  Medical 
Mariiuana-lnfused  Products  Manufacturing  Facilities  no  later  than  one  hundred 
twenty  days  after  the  effective  date  of  this  section.  Applications  for  licenses  under 
this  section  shall  be  approved  or  denied  by  the  department  no  later  than  ninety  days 
after  their  submission.  If  the  department  fails  to  carry  out  its  non-discrctionary  duty 
to  approve  or  deny  an  application  within  ninety  days  of  submission,  an  applicant 
may  immediately  seek  a court  order  compelling  the  department  to  approve  or  deny 
the  application. 

(16)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  department.  The  department  shall  charge  a fee  of 
twenty-five  dollars  per  issuance  with  such  fee  to  be  increased  or  decreased  each 
year  by  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or 
successor  index  as  published  bv  the  U.S.  Department  of  Labor  or  its  successor 
agency.  Upon  receiving  an  application  for  a qualifying  patient  identification  .can!, 
the  department  shall,  within  fourteen  days,  either  issue  the  card  or  provide  a written 
explanation  for  its  denial. 

(17)  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  department.  The  department  shall  charge  a fee  of 
twentv-five  dollars  per  issuance,  with  such  fee  to  be  increased  or  decreased  each 
year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or 
successor  index  as  published  bv  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Upon  receiving  an  application  for  a primary  caregiver  identification  card, 
the  department  shall,  within  fourteen  days,  either  issue  the  card  or  provide  a written 
explanation  for  its  denial. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medicaj 
Marijuana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  six 
percent  of  the  retail  price.  The  tax  shall  be  collected  bv  each  licensed  Medicaj 
Marijuana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  one  percent  for  its  actual  collection  costs,  amounts  generated 
bv  the  tax  levied  in  this  section  shall  be  deposited  by  the  Department  of  Revenue 
into  the  Missouri  Veterans’  Healthcare  Fund.  Licensed  entities  making  retail  sales 
within  the  state  shall  be  allowed  approved  credit  for  returns  provided  the  tax  was 
paid  on  the  returned  item  and  the  purchaser  was  given  the  refund  or  credit. 

(2)  There  is  hereby  created  in  the  state  treasury  the  “Missouri  Veterans’  Healthcare 
Fund.”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The  State 
Treasurer  shall  be  custodian  of  the  fund  and  he  or  she  shall  invest  moneys  in  the 
fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  fund  shall  be  a dedicated 
fund  and  shall  stand  appropriated  without  further  legislative  action  as  follows: 
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(a)  First,  to  the  department,  an  amount  necessary  for  the  department  to  carry  out 
this  section,  including  a reserve  fund  lo  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carrying  out  such  obligations: 
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(bl  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri 
Veterans  Commission  for  healthcare  services  for  military  veterans,  including  the 
following  purposes:  operations  of  the  Missouri  Veteran’s  Homes  and  Missouri 
Service  Officer’s  Program. 

(cl  All  moneys  appropriated  from  the  taxes  authorized  under  this  subsection  shall 
provide  additional  hinds  for  the  purposes  enumerated  above  and  shall  not  replace 
existing  funding. 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kept  by  the  seller 
which  identifies  by  secure  and  encrypted  patient  number,  the  qualifying  patient 
involved  in  the  sale,  all  amounts  and  types  of  marijuana  involved  in  the  sale  and  the 
total  amount  of  money  involved  in  the  sale,  including  itemizations  and  grand  total 
sale  amounts.  All  such  records  shall  be  kept  on  the  premises  and  be  made  available 
for  review  by  the  department  and  the  Department  of  Revenue  upon  request. 

(41  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  addition  to  any 
general  state  and  local  sales  and  use  taxes  that  apply  to  retail  sales,  which  shall 
continue  to  be  collected  and  distributed  as  provided  by  general  law. 

(51  Except  as  autl  rized  in  this  subsection,  no  additional  taxes  shall  be  imposed  on  the 
sale  of  marijuana  for  medical  use. 

5.  Additional  Patient.  Physician,  Caregiver  and  Provider  Protections 

(11  Except  as  provided  in  this  section,  the  possession  of  marijuana  in  quantities  less 
than  the  limits  of  this  section  or  established  by  the  department  shall  not  subtect  the 
possessor  to  arrest,  criminal  or  civil  liability,  or  sanctions  under  Missouri  law, 
provided  that  a valid  qualifying  patient  identification  card;  a valid  patient 
cultivation  registration:  while  a related  patient  identification  card  application  is 
pending,  a valid  physician  certification  written  fewer  than  thirty  days  prior;  and  a 
valid  primary  caregiver  identification  card,  or  the  respective  equivalent  issued  by 
another  state  or  political  subdivision  of  another  state,  is  produced  upon  demand. 

(2)  A physician  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law  or  discipline  by  the  Missouri  State  Board  of  Registration  for  the 
Healing  Arts,  or  its  successor  agency,  for  issuing  a physician  certification  to  a 
person  diagnosed  with  a qualifying  medical  condition  in  a manner  consistent  with 
this  section  and  legal  standards  of  professional  conduct. 

{3}  A health  care  provider  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
anv  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  by  any  accreditation  or  licensing  board  or  commission,  for  providing  hgalth 
care  services  that  involve  the  medical  use  of  marijuana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

{4}  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
anv  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  bv  anv  accreditation  or  licensing  board  or  commission,  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  marijuana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct. 

(51  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medical  use  of  marijuana  bv  qualifying  patients  under  eighteen  years  of  age  in  a 
manner  consistent  with  this  section. 

(61  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing  or  administering  mariiuana  for  medical  use  by  a 
qualifying  patient  or  participating  in  the  patient  cultivation  of  up  to  six  mariiuana 
plants  per  patient  in  a manner  consistent  with  this  section  and  generally  established 
legal  standards  of  personal  or  professional  conduct. 
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(71  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association  or 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Marijuana  Cultivation  Facilities.  Medical  Marijuana  Dispensary 
Facilities.  Medical  Marijuana-Infused  Products  Manufacturing  Facilities,  qualifying 
patients,  primary  caregivers,  or  others  related  to  activity  that  is  no  longer  subject  to 
criminal  penalties  under  state  law  pursuant  to  this  section. 

(81  Actions  and  conduct  by  Qualifying  Patients.  Primary  Caregivers.  Medical 
Marijuana  Cultivation  Facilities.  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities  or  Medical  Marijuana  Dispensary  Facilities  lice-  ed  or 
registered  with  the  department,  or  their  employees,  as  permitted  by  this  section  and 
in  compliance  with  department  regulations  and  other  standards  of  legal  conduct, 
shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under  Missouri  law, 
except  as  provided  for  by  this  section. 

(91  There  shall  he  no  immunities  for  negligence,  either  common  law  or  statutorily 
created,  nor  civil  or  criminal  immunities  for  operating  a vehicle,  aircraft,  dangerous 
device,  or  navigating  a boat  under  the  influence  of  marijuana,  and  except  as 
specifically  set  out  in  this  section,  the  use  of  marijuana  shall  not  be  a defense  to  any 
illegal  civil  or  criminal  activity  unrelated  to  this  section. 

(101  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients.  Primary  Caregivers. 
Medical  Marijuana  Cultivation  Facilities.  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities  or  Medical  Marijuana  Dispensary  Facilities  and  those  who 
allow  property  to  be  used  bv  those  persons,  should  be  enforceable.  It  is  the  public 
policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qualifying  Patients, 
Primary  Caregivers.  Medical  Marijuana  Cultivation  Facilities.  Medical  Mariiuana- 
lnfused  Products  Manufacturing  Facilities  or  Medical  Marijuana  Dispensary 
Facilities,  or  bv  a person  who  allows  property  to  be  used  for  activities  that  are 
exempt  from  state  criminal  penalties  bv  this  chapter,  shall  be  unenforceable  on  the 
basis  that  activities  related  to  medical  marijuana  may  be  prohibited  by  federal  law. 

6.  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  laws  consistent  with 
this  section,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shajj 
not  enact  laws  that  hinder  the  right  of  qualifying  patients  to  access  mariiuana  for  medical  use 
as  granted  bv  this  section 

7.  Additional  Provisions 


(1)  Nothing  in  this  section  permits  a person  to: 

(al  Consume  mariiuana  for  medical  use  in  a jail  or  correctional  facility; 

(b)  Undertake  any  task  under  the  influence  of  mariiuana  when  doing  so  would  constitute 
negligence  or  professional  malpractice:  or 

{c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or  motor 
vehicle,  aircraft  or  motorboat  while  under  the  influence  of  mariiuana;  or 

(d)  Bring  a claim  against  any  employer,  former  employer  or  prospective  employer  for 
wrongfitl  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy,  based 
on  the  employer,  former  employer  or  prospective  employer  prohibiting  the  cmployge, 
former  employee  or  prospective  employee  from  being  under  the  influence  of 
mariiuana  while  at  work  or  disciplining  the  employer  or  former  employee,  up  to  and 
including  termination  from  employment,  for  working  or  attempting  to  work  while 
under  the  influence  of  marijuana. 

(21  No  Medical  Mariiuana  Cultivation  Facility,  Medical  Mariiuana  Dispensary  Facility,  or 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  be  owned,  in  whole  or 
in  part,  or  have  as  an  officer,  director,  board  member,  manager,  or  employee,  any 
individual  with  a disqualifying  felony  offense.  A “disqualifying  felony  offense'’  is  a 
violation  of.  and  conviction  or  guiltv  plea  to.  state  or  federal  law  that  is.  or  would  have 
been,  a felony  under  Missouri  law,  regardless  of  the  sentence  imposed,  unless  the 
department  determines  that: 
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(a)  The  person’s  conviction  was  for  the  medical  use  of  marijuana  or  assisting  in  the 
medical  use  of  marijuana:  or 

(b)  The  person's  conviction  was  for  a non-violent  crime  for  which  he  or  she  was  not 
incarcerated  and  that  is  more  than  five  years  old;  or 

(c)  More  than  five  years  have  passed  since  the  person  was  released  from  parole  or 
probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal  offenses. 

(3)  All  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility,  or 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  licenses  shall  be  held  by 
entities  that  are  controlled  by  natural  persons  who  have  been  citizens  of  the  state  of 
Missouri  for  at  least  one  year.  Notwithstanding  the  forgoing,  entities  outside  the  state  of 
Missouri  may  own  a minority  stake  in  such  entities. 

(4)  A county  may  require  a site  permit  for  a Medical  Marijuana  Dispensary  Facility 
utilizing  generally  applicable  permitting  standards.  In  addition,  a county  may  limit  the 
number  of  site  permits  granted  for  Medical  Marijuana  Dispensary  Facilities,  provided 
however  that  the  number  may  not  be  limited  to  fewer  than  one  site  for  every  thirty 
thousand  inhabitants,  or  any  portion  thereof,  in  such  county,  according  to  the  most 
recent  census  of  the  United  States. 

(5)  No  Medical  Marijuana  Cultivation  Facility,  Medical  Marijuana  Dispensary  Facility  or 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  manufacture, 
package  or  label  marijuana  or  marijuana-infused  products  in  a false,  misleading  or 
confusing  manner  or  in  any  manner  likely  to  cause  confusion  between  the  mariiuana  or 
marijuana-infused  product  and  any  product  not  containing  mariiuana.  All  edible 
marijuana-infused  products  shall  he  sold  in  individual  child-resistant  containers  that  are 
labeled  with  dosage  amounts,  instructions  for  use,  and  estimated  length  of 
effectiveness.  All  mariiuana  and  marijuana-infused  products  shall  be  sold  in  containers 
clearly  and  conspicuously  labeled,  in  a font  size  at  least  as  large  as  the  largest  other  font 
size  used  on  the  package,  as  containing  “Marijuana.”  or  a “Mariiuana-Infused  Product. 

A purposeful  violation  of  this  subdivision  shall  be  punishable  by  imprisonment  of  up  to 
one  year  and  a fine  of  up  to  ten  thousand  dollars. 

(6)  No  poisonous  or  deleterious  substances  shall  be  added  to  any  mariiuana  or  mariiuana- 
infused  product  sold  for  medical  use.  Doing  so  purposefully  shall  be  punishable  by 
imprisonment  of  un  to  one  year  and  a fine  of  up  to  ten  thousand  dollars. 

(7}  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  mariiuana  for  medical  use  in  a public  place. 
Violation  of  this  prohibition  shall  subject  the  violator  to  department  sanctions, 
including  an  administrative  penalty  and  loss  of  their  patient  identification  card  for  up  to 
a year. 

(9)  No  person  shall  extract  resins  from  marijuana  using  dangerous  materials  or  combustible 
gasses  without  a Medical  Mariiuana-Infused  Products  Manufacturing  Facility  license. 
Violation  of  this  prohibition  shall  subject  the  violator  to  department  sanctions, 
including  an  administrative  penalty  and  loss  of  their  identification  card  or  license  for  up 
to  a year. 

(10)  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that  is 
equipped  with  security  devices  that  permit  access  only  by  the  qualifying  patient 
authorized  to  cultivate  the  plants  or  bv  such  patient’s  primary  caregiver.  Two  qualifying 
patients,  who  both  hold  valid  patient  cultivation  identifications,  may  share  one  enclosed 
locked  facility.  No  more  than  twenty-four  mariiuana  plants  may  be  cultivated  in  a 
single  enclosed  locked  facility. 

(1 1)  No  Medical  Mariiuana  Cultivation  Facility.  Medical  Mariiuana  Dispensary 
Facility,  or  Medical  Mariiuana-Infused  Products  Manufacturing  Facility  shall  assign, 
sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other  entity. 

(12)  Unless  allowed  bv  the  local  government,  no  new  Medical  Mariiuana  Cultivation 
Facility,  Medical  Mariiuana  Dispensary  Facility,  or  Medical  Mariiuana-Infused 
Products  Manufacturing  Facility  shall  be  located  within  one  thousand  feet  of  any  then- 
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existing  elementary  or  secondary  school,  child  day-care  center,  or  church.  No  local 
government  shall  prohibit  Medical  Marijuana  Cultivation  Facilities.  Medical  Marijuana 
Infused  Products  Manufacturing  Facilities,  or  Medical  Marijuana  Dispensary  Facility, 
either  expressly  or  through  the  enactment  of  ordinances  or  regulations  which  make  their 
operation  impracticable  in  the  jurisdiction.  However,  local  governments  may  enact 
ordinances  or  regulations  not  in  conflict  with  this  section,  or  with  regulations  enacted 
pursuant  to  this  section,  governing  the  time,  place,  and  manner  of  such  facilities  in  the 
locality.  A local  government  may  establish  civil  penalties  for  violation  of  an  ordinance 
or  regulations  governing  the  time,  place,  and  manner  of  a Medical  Marijuana 
Cultivation  Facility.  Medical  Marijuana  Infused  Products  Manufacturing  Facility,  or 
Medical  Marijuana  Dispensary  Facility  that  may  operate  in  such  locality. 

(13)  Unless  superseded  by  federal  law  or  an  amendment  to  this  Constitution,  a 
physician  shall  not  recommend  or  prescribe  the  medical  use  of  marijuana  to  a patient  by 
any  means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  No  physician  shall  issue 
more  physician  certifications  than  a number  equivalent  to  twenty-five  percent  of  their 
total  number  of  prescriptions  for  other  drugs. 

(14)  A physician  shall  not  recommend  or  prescribe  the  medical  use  of  mariiuana  to  an 
non-emancipated  patient  under  the  age  of  eighteen  without  the  written  consent  of  a 
parent  or  legal  guardian. 

(15)  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurance  coverage 
of  medical  mariiuana  for  patient  use. 

(16)  Real  and  personal  property  used  in  the  cultivation,  transport,  sale,  and 
administration  of  mariiuana  for  medical  use  shall  not  be  subiect  to  asset  forfeiture  solel  y 
because  of  that  use. 


8.  Severability 

The  provisions  of  this  section  are  severable  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measure,  or  an  application  thereof,  is  adjudged  invalid  by  any  court  of  competent 
jurisdiction,  other  provisions  shall  continue  to  be  in  effect  to  the  fullest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8.  2016,  as  provided  by 
this  Constitution. 
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JAMES  C.  Kl  RKPATRIOK. 
State  Information  Center 
(573)751-4936 


October  8,  20 1 5 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


OCT  0 8 20f5 

state  AUDITORS  OFFICE 

Elutions  Division 
(573)751  2301 

il- nH 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Sheila  Dundon  regarding  a proposed  constitutional  amendment  to 

Article  Eversion  1 (2016-124) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Sheila  Dundon  on  October  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick. Stati:  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County. 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  bonis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  SL  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI.  COUNTY  OF — 

I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City.  Town,  or  Village) 

ZIP 

CODE 

C0NGR. 

DIST. 

TO 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

* 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PER|URY  THAT  A1.1.  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer. 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended. 
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Article  I is  amended  by  creating  one  new  section  to  be  known  as  Section  37  of  Article  I,  to  read 
as  follows: 


Section  37.  Right  to  Access  Medical  Marijuana 


L Purposes 

This  section  is  intended  to  permit  state-licensed  physicians  to  recommend  marijuana  for  medical 
purposes  to  patients  with  serious  illnesses  and  medical  conditions.  The  section  allows  patients 
with  qualifying  medical  conditions  the  right  to  discuss  freely  with  their  physicians  the  possibje 
benefits  of  medical  marijuana  use,  the  right  to  have  the  benefit  of  their  physician  s professional 
advice  concerning  the  same,  and  the  right  to  use  medical  mariiuana  for  treatment  under  the 
supervision  of  a physician. 

This  section  is  intended  to  make  only  those  changes  to  Missouri  laws  that  are  necessary  to 
protect  patients  and  their  physicians  from  civil  and  criminal  penalties,  and  allow  for  the  limited 
leeal  production,  distribution,  sale  and  purchase  of  marijuana  for  medical  use.  This  section  is  not 
intended  to  change  current  civil  and  criminal  laws  governing  the  use  of  mariiuana  for 
nonmedical  purposes.  The  section  would  maintain  the  prohibition  against  the  public  use  of 
mariiuana  and  driving  under  the  influence  of  mariiuana. 


2.  Definitions 

Qjj  “Administer”  means  the  direct  application  of  mariiuana  to  a qualifyingjiatient  by 
wav  of  anv  of  the  following  methods: 

(a)  Ingestion  of  capsules,  teas,  oils,  and  other  marijuana-infused  products; 

(b)  Vaporization  or  smoking  of  dried  flowers,  buds  or  plant  material; 


(cl  Application  of  ointments  or  balms; 


12) 

Q) 


(4) 


(5 ) 


(d)  Transdermal  patches: 

(el  Consuming  marijuana-infused  food  products:  or 

0}  Anv  other  method  approved  bv  the  Department  or  recommended  by  a 
qualifying  patient’s  physician. 


“Department"  means  the  Department  of  Health  and  Senior  Services,  or  its  successor 
agency. 

“Entity"  means  a natural  person,  corporation,  professional  corporation,  nonprofit 
corporation,  cooperative  corporation,  unincorporated  association,  business  trust, 
limited  liability  company,  general  or  limited  partnership,  limited  liability 
partnership,  joint  venture,  or  anv  other  legal  entity, 

“Mariiuana”  means  Cannabis  indica.  Cannabis  saliva,  and  Cannabis  ruderalis x 
hybrids  of  such  species,  and  anv  other  strains  commonly  understood  within  the 
scientific  community  to  constitute  mariiuana,  as  well  as  resin  exU acted  from  the 
plant  and  marijuana-infused  products. 

“Medical  Mariiuana  Cultivation  Facility”  means  an  entity,  licensed  by  the 
department,  to  cultivate,  process,  transport,  and  sell  mariiuana  to  a Medical 
Mariiuana  Dispensary  Facility  or  to  a Medical  Mariiuana-lnfused  Products 
Manufacturing  Facility. 


£6)  “Medical  Mariiuana  Dispensary  Facility"  means  an  entity,  licensed  by  the 

department,  to  sell,  transport,  and  deliver  mariiuana.  marijuana-infused  products, 
and  drug  paraphernalia  used  to  administer  mariiuana  as  provided  for  in  this  section. 

(7)  “Medical  Mariiuana-lnfused  Products  Manufacturing  Facility”  means  an  entity, 
licensed  bv  the  department,  to  manufacture  and  transport  mariiuana-infuscd 
products  for  sale  to  a Medical  Mariiuana  Dispensary  Facility, 
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(8)  “Medical  use”  means  the  production,  possession,  delivery,  distribution, 
transportation,  or  administration  of  marijuana  or  a marijuana-infused  product,  or 
drug  paraphernalia  used  to  administer  marijuana  or  a marijuana-infused  product,  for 
the  benefit  of  a patient  to  mitigate  the  symptoms  or  effects  of  the  patient’s 
qualifying  medical  condition. 

(9)  “Physician”  means  an  individual  who  is  licensed  and  in  good  standing  to  practice 
medicine  or  osteopathy  under  Missouri  law. 

(10)  “Physician  certification”  means  a document  in  whatever  format,  including 
electronic,  signed  by  a physician,  stating  that  in  the  physician’s  professional 
opinion,  the  patient  has  been  diagnosed  with  a qualifying  medical  condition  and  is 
likely  to  receive  therapeutic  or  palliative  benefit  from  the  medical  use  of  mariiuana 
to  treat  or  alleviate  the  patient's  qualifying  medical  condition  or  symptoms 
associated  with  the  qualifying  medical  condition. 

( 1 1)  “Primary  caregiver”  means  an  individual  twenty-one  years  of  age  or  older  who  has 
significant  responsibility  for  managing  the  well-being  of  a person  diagnosed  with  a 
qualifying  medical  condition  and  who  is  designated  as  such  on  the  caregiver’s 
application  for  an  identification  card  under  this  section  or  in  other  written 
notification  to  the  department. 

(12)  “Qualifying  medical  condition”  means  symptoms  related  to  or  the  treatment  of: 
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(a)  Cancer: 

(b)  Epilepsy: 

(c)  Glaucoma: 

(d)  Intractable  migraines  unresponsive  to  other  treatment; 

(e)  A chronic  medical  condition  that  causes  severe,  persistent  pain  or  persistent 
muscle  spasms,  including  but  not  limited  to  those  associated  with  multiple 
sclerosis,  seizures.  Parkinson’s  disease,  and  Tourette’s  syndrome; 

£fj  Debilitating  psychiatric  disorders,  including  but  not  limited  to  post-traumatic 
stress  disorder,  if  diagnosed  by  a state  licensed  psychiatrist; 

(g)  Human  immunodeficiency  virus  or  acquired  immune  deficiency  syndrome; 

(h)  A chronic  medical  condition  that  is  normally  treated  with  a prescription 
medication  that  could  lead  to  physical  or  psychological  dependence,  when_a 
physician  determines  that  medical  use  of  mariiuana  could  be  effective  in 
treating  that  condition  and  would  serve  as  a safer  alternative  to  the 
prescription  medication; 

(i)  Any  terminal  illness; 

(j)  In  the  professional  judgment  of  a physician,  any  other  chronic,  debilitating  or 
otherwise  equivalent  condition,  including,  but  not  limited  to.  hepatitis 
amyotrophic  lateral  sclerosis,  inflammatory  bowel  disease,  agitation  of 
Alzheimer's  disease,  cachexia  and  wasting  syndrome;  or 

(k)  Anv  additional  conditions  determined  by  the  department. 

(13)  “Qualifying  Patient”  means  a Missouri  resident  diagnosed  with  at  least  one 
qualifying  medical  condition. 


3.  Creating  Patient  Access  to  Medical  Marijuana 

(1)  In  carrying  out  the  implementation  of  this  section,  the  Department  shall  have  the 
authority  to: 

(a)  Grant  or  refuse  state  licenses  for  the  cultivation,  manufacture. 

distribution,  and  sale  of  mariiuana  for  medical  use  as  provided  by  law; 
suspend,  fine,  restrict,  or  revoke  such  licenses  upon  a violation  of  this 
section  or  a rule  promulgated  pursuant  to  this  section:  and  impose  any 
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administrative  penalty  authorized  by  this  section  or  any  rule 
promulgated  pursuant  to  this  section. 

(b)  Promulgate  such  rules  and  emergency  rules  as  necessary  for  the  proper 
regulation  and  control  of  the  cultivation,  manufacture,  distribution,  and 
sale  of  marijuana  for  medical  use  and  for  the  enforcement  of  this  section. 

(c}  Hear  and  determine  at  a public  hearing  any  contested  state  license  denial 
and  any  complaints  against  a licensee  and  administer  oaths  and  issue 
subpoenas  to  require  the  presence  of  persons  and  the  production  of 
paners.  books,  and  records  necessary  to  the  determination  of  any  hearing 
so  held,  all  in  accordance  with  the  Missouri  Administrative  Procedures 
Act,  as  amended  from  time  to  time,  or  successor  provisions. 

(d)  Develop  such  forms,  licenses,  identification  cards,  and  applications  as 
are  necessary  or  convenient  in  the  discretion  of  the  department  for  the 
administration  of  this  section  or  any  of  the  rules  promulgated  under  this 
section; 

(e)  Require  a seed-to-salc  tracking  system  that  tracks  medical  marijuana 
from  either  the  seed  or  immature  plant  stage  until  the  medical  marijuana 
or  medical  mariiuana-infused  product  is  sold  to  a customer  at  a Medical 
Marijuana  Dispensary  Facility  to  ensure  that  no  medical  mariiuana 
grown  by  a Medical  Marijuana  Cultivation  Facility  or  processed_by_a 
Medical  Mariiuana-infused  Products  Manufacturing  Facility  is  sold  or 
otherwise  transferred  except  by  a Medical  Mariiuana  Dispensary 
Facility.  The  department  shall  certify  at  least  two  commercially 
available  software  programs  to  licensees  as  compliant  with  its  tracking 
standards. 

(fj  Prepare  and  transmit  annually  a report  accounting  to  the  Governor  for 
the  efficient  discharge  of  all  responsibilities  assigned  to  the  department 
under  this  section; 

{2}  The  department  shall  issue  any  rules  or  emergency  rules  necessary  for  the 
implementation  and  enforcement  of  this  section  and  to  ensure  the  right  to. 
availability  and  safe  use  of  mariiuana  for  medical  use  by  qualifying  patients.  In 
developing  such  rules  or  emergency  rules,  the  department  may  consult  with  other 
public  agencies.  In  addition  to  any  other  rules  or  emergency  rules  necessary  to  carp; 
out  the  mandates  of  this  section,  the  department  may  issue  rules  or  emergency  rules 
relating  to  the  following  subjects: 

(a)  Compliance  with,  enforcement  of.  or  violation  of  any  provision  of  this 
section  or  any  rule  issued  pursuant  to  this  section,  including  procedures 
and  grounds  for  denying,  suspending,  fining,  restricting,  or  rcvoking_a 
state  license  issued  pursuant  to  this  section; 

tht  Specifications  of  duties  of  officers  and  employees  of  the  department; 

( c)  Instructions  or  guidance  for  local  authorities  and  law  enforcement 
officers; 

(dt  Requirements  for  inspections,  investigations,  searches,  seizures,  and 
such  additional  enforcement  activities  as  may  become  necessary  from 
time  to  time; 

(e)  Creation  of  a range  of  administrative  penalties  for  use  by  the 
department; 

jjQ  Prohibition  of  misrepresentation  and  unfair  practices; 

{g}  Control  of  informational  and  product  displays  on  licensed  premises; 

(b)  Development  of  individual  identification  cards  for  owners,  officers, 
managers,  contractors,  employees,  and  other  support  staff  of  entities 
licensed  pursuant  to  this  section,  including  a fingerprint-based  criminal 
history  record  check  as  may  be  required  prior  to  issuing  a card. 


3 


(jj  Security  requirements  for  any  premises  licensed  pursuant  to  this  section, 
including,  at  a minimum,  lighting,  physical  security,  video,  alarm 
requirements,  and  other  minimum  procedures  for  internal  control  as 
deemed  necessary  by  the  department  to  properly  administer  and  enforce 
the  provisions  of  this  section,  including  reporting  requirements  for 
changes,  alterations,  or  modifications  to  the  premises; 

(j)  Regulation  of  the  storage  of.  warehouses  for,  and  transportation  of 
marijuana  for  medical  use: 

(kl  Sanitary  requirements  for,  including,  but  not  limited  to,  the  preparation 
of  medical  mariiuana-infused  products: 

(I)  The  specification  of  acceptable  forms  of  picture  identification  that  a 
Medical  Marijuana  Dispensary  Facility  may  accept  when  verifying  a 
sale: 

( ml  Labeling  and  packaging  standards; 

(n)  Records  to  be  kept  by  licensees  and  the  required  availability  of  the 
records: 

(o)  State  licensing  procedures,  including  procedures  tor  renewals, 
reinstatements,  initial  licenses,  and  the  payment  of  licensing  fees; 

(pi  The  reporting  and  transmittal  of  tax  payments; 

(g}  Authorization  for  the  Department  of  Revenue  to  have  access  to  licensing 
information  to  ensure  lax  payment  and  the  effective  administration  of 
this  section:  and 

(r)  Such  other  matters  as  are  necessary  for  the  fair,  impartial,  stringent,  and 
comprehensive  administration  of  this  section. 

(3)  The  department  shall  issue  rules  or  emergency  rules  for  a medical  marijuana  apd 
medical  mariiuana-infused  products  independent  testing  and  certification  program 
for  medical  marijuana  licensees  and  requiring  licensees  to  test  medical  mari|uana  to 
ensure,  at  a minimum,  that  products  sold  for  human  consumption  do  not  contain 
contaminants  that  are  iniurious  to  health  and  to  ensure  correct  labeling. 

(4)  The  department  shall  maintain  the  confidentiality  of  reports  or  other  information 
obtained  from  an  applicant  or  licensee  containing  any  individualized  data^ 
information,  or  records  related  to  the  licensee  or  its  operation,  including  sales 
information,  financial  records,  tax  returns,  credit  reports,  cultivation  information^ 
testing  results,  and  security  information  and  plans  or  revealing  any  patient 
information,  or  any  other  records  that  are  exempt  from  public  inspection  pursuant  to 
stale  or  federal  law.  Such  reports  or  other  information  may  be  used  only  for  a 
purpose  authorized  by  this  section.  Any  information  released  related  to  patients  may 
he  used  only  for  a purpose  authorized  by  this  section  or  to  verify  that  a person  who 
presented  a patient  identification  card  to  a state  or  local  law  enforcement  officialjs 
lawfully  in  possession  of  such  card. 

(5)  Within  thirty  days  of  the  effective  date  of  this  section,  the  department  shall  make 
available  to  the  public  license  application  forms  and  application  instructions  foi 
Medical  Marijuana  Cultivation  Facilities.  Medical  Mariiuana  Dispensary  Facilities! 
and  Medical  Mariiuana-infused  Products  Manufacturing  Facilities,. 

(6)  Within  thirty  days  of  the  effective  date  of  this  section,  the  department  shall  make 
available  to  the  public  application  forms  and  application  instructions  for  qualifying 
patient,  qualifying  patient  cultivation,  and  primary  caregiver  identification  cards. 
Within  sixty  days  of  the  effective  date  of  this  section,  the  departments  shall  begin 
accepting  applications  for  such  identification  cards. 

(7)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to  grow 
marijuana  as  a Medical  Mariiuana  Cultivation  Facility.  Each  facility  in  operation 
shall  require  a separate  license  and  such  facility  may  be  limited  by  the  department 
to  thirty  thousand  square  feet  of  canopy  space.  The  license  shall  be  valid  for  three 
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years  from  its  date  of  issuance  and  shall  be  renewable,  except  for  cause.  The 
department  shall  charge  each  first-time  applicant  a one-time,  non-refundable  fee  of 
three  thousand  dollars.  The  department  shall  charge  each  licensee  an  annual  fee  of 
ten  thousand  dollars  per  license.  Application  and  license  fees  shall  be  increased  or 
decreased  each  year  by  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its 
successor  agency. 

(8)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marijuana  Dispensary  Facility.  Each  facility  in  operation  shall. 
require  a separate  license.  A license  shall  be  valid  for  three  years  from. its  date  of 
issuance  and  shall  be  renewable,  except  for  cause.  The  department  shall  charge  each 
first-time  applicant  a one-time,  non-refundable  fee  oF  three  thousand  dollars.  The 
department  shall  charge  each  licensee  an  annual  fee  of  five  thousand  dollars  .per 
license.  Application  and  license  fees  shall  be  increased  or  decreased  each  year  by 
the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or  successor 
index  as  published  by  the  U.S.  Department  of  Labor,  or  its  successor  agency. 

(9)  An  entity  may  apply  to  the  department  for  and  obtain  one  or  more  licenses  to 
operate  a Medical  Marti  uana-Infused  Products  Manufacturing  Facility.  Each  facility 
in  operation  shall  require  a separate  license.  A license  shall  be  valid  for  three  years 
from  its  date  of  issuance  and  shall  be  renewable,  except  for  cause.  The  department 
shall  charge  each  first-time  applicant  a one-time,  non-refundable  fee  of  thrgg 
thousand  dollars.  The  department  shall  charge  eacli  licensee  an  annual  fee  of  five 
thousand  dollars  per  license.  Application  and  license  fees  shall  be  increased_or 
decreased  each  year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  by  the  U.S.  Department  of  Labor,  or  its 
successor  agency. 

(10)  Except  for  cause,  a qualifying  patient  or  his  or  her  primary  caregiver  may  obtain 
an  authorization  and  identification  card  from  the  department  to  cultivate  up  to  six 
marijuana  plants  for  the  exclusive  use  of  that  patient.  The  card  shalj  be  valid  for 
twelve  months  from  its  date  of  issuance  and  shall  be  renewable  with  the  annual 
submittal  of  a new  or  updated  physician’s  certification.  The  department  shall  charge 
an  annual  fee  for  the  card  of  one  hundred  dollars,  with  such  rate  to  be  increased.or 
decreased  each  year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer 
Price  Index,  or  successor  index  as  published  bv  the  U.S.  Depaitment  of  Labor,  or  its 
successor  agency. 

(11)  The  department  may  set  a limit  on  the  amount  of  marijuana  that  may  be  purchased 
bv  or  on  behalf  of  a qualifying  patient  in  a 30  day  period,  provided  that  limit  is  not 
less  than  six  ounces  of  dried,  unprocessed  mariiuana,  or  its  equivalent..  Any  such 
limit  shall  not  apply  to  a Qualifying  patient  with  written  certification  from  two 
independent  physicians  that  there  are  compelling  reasons  for  additional  amounts, 

(12)  The  department  may  set  a limit  on  the  amount  of  mariiuana  that  may  be  possessed 
bv  or  on  behalf  of  a Qualifying  patient,  provided  that  limit  is  not  less  than  a sixty 
day  supply  of  dried,  unprocessed  mariiuana,  or  its  equivalent.  Any  such  limit  shal  j 
not  apply  to  a qualifying  patient  with  written  certification  from  two  independent 
physicians  that  there  are  compelling  reasons  for  additional  amounts.  Possession  of 
between  the  legal  limit  and  up  to  twice  the  legal  limit  shall  subject  the  possessor^ 
department  sanctions,  including  an  administrative  penalty  and  loss  of  their  patient 
identification  card  for  up  to  a year.  Purposefully  possessing  amounts  in  excess_gf 
twice  the  legal  limit  shall  be  punishable  bv  imprisonment  of  up  to  one  year  and  a 
fine  of  up  to  ten  thousand  dollars. 

(13)  The  department  may  restrict  the  aggregate  number  of  licenses  granted  for  Medical 
Mariiuana  Cultivation  Facilities,  provided  however  that  the  number  may  not_be 
limited  to  fewer  than  one  license  per  every  seventy-five  thousand  inhabitants  of  the 
state  of  Missouri,  according  to  the  most  recent  census  of  the  United  States.  In  any 
year,  if  the  number  of  qualifying  applicants  and  any  renewals  exceed  any  such 
restriction,  the  department  shall,  after  renewing  all  qualifying  licenses,  rank  new 
anplicants  using  the  following  factors:  site  security:  experience  with  agiculture, 
horticulture  or  the  legal  cannabis  market:  medical  or  botany  experience;  acceptance. 
in  the  site  community:  potential  for  positive  economic  impact  in  the  site 
community:  and  maintaining  competitiveness  in  the  mariiuana  for  medical  use 
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marketplace.  In  evaluating  licenses,  the  department  may  consult  or  contract  with 
other  public  agencies  with  relevant  expertise  regarding  these  factors. 

(14)  If  a county  has  restricted  the  number  of  licenses  for  Medical  Marijuana 
Dispensary  Facilities,  then,  in  any  year  that  the  number  of  qualifv.ng  applicants  and 
any  renewals  exceed  any  such  restriction,  the  department  shall,  after  renewing  all 
qualifying  licenses,  rank  new  applicants  using  the  following  factors:  site  security; 
medical  or  botany  experience:  acceptance  in  the  site  community;  potential  for 
positive  economic  impact  in  the  site  community:  and  maintaining  competitiveness 
in  the  marijuana  for  medical  use  marketplace.  In  evaluating  licenses,  the  department 
mav  consult  or  contract  with  other  public  agencies  with  relevant  expertise  regarding 
these  factors. 

(15)  The  department  shall  begin  accepting  license  applications  for  Medical  Marijuana 
Dispensary  Facilities.  Medical  Marijuana  Cultivation  Facilities,  and  Medical 
Marijuana-Infused  Products  Manufacturing  Facilities  no  later  than  one  hundred 
twenty  days  after  the  effective  date  of  this  section.  Applications  for  licenses  under 
this  section  shall  be  approved  or  denied  by  the  department  no  later  than  ninety  days 
after  their  submission.  If  the  department  fails  to  carry  out  its  non-discretionary  duty 
to  approve  or  deny  an  application  within  ninety  days  of  submission,  an  applicant 
mav  immediately  seek  a court  order  compelling  the  department  to  approve  or  deny 
the  application. 

(16)  Qualifying  patients  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  department.  The  department  shall  charge  a fee  of 
twentv-five  dollars  per  issuance  with  such  fee  to  be  increased  or  decreased  each 
year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or 
successor  index  as  published  by  the  U.S.  Department  of  Labor  or  its  successor 
agency.  Upon  receiving  an  application  for  a qualifying  patient  identification  card, 
the  department  shall,  within  fourteen  days,  either  issue  the  card  or  provide  a written 
explanation  for  its  denial. 

(17)  Primary  caregivers  under  this  section  shall  obtain  and  annually  renew  an 
identification  card  from  the  department.  The  department  shall  charge  a fee  ol 
twentv-five  dollars  per  issuance,  with  such  fee  to  be  increased  or  decreased  each 
year  bv  the  percentage  of  increase  or  decrease  of  the  Consumer  Price  Index,  or 
successor  index  as  published  bv  the  U.S.  Department  of  Labor,  or  its  successor 
agency.  Upon  receiving  an  application  for  a primary  caregiver  identification  card, 
the  department  shall,  within  fourteen  days,  either  issue  the  card  or  provide  a written 
explanation  for  its  denial. 

4.  Taxation  and  Reporting 

(1)  A tax  is  levied  upon  the  retail  sale  of  marijuana  for  medical  use  sold  at  Medical 
Marijuana  Dispensary  Facilities  within  the  state.  The  tax  shall  be  at  a rate  of  six 
percent  of  the  retail  price.  The  tax  shall  be  collected  by  each  licensed  Mcdicaj 
Marijuana  Dispensary  Facility  and  paid  to  the  Department  of  Revenue.  After 
retaining  no  more  than  one  percent  for  its  actual  collection  costs,  amounts  generated 
bv  the  tax  levied  in  this  section  shall  be  deposited  bv  the  Department  of  Revenue 
into  the  Missouri  Veterans1  Healthcare  Fund.  Licensed  entities  making  retail  sales 
within  the  state  shall  be  allowed  approved  credit  for  returns  provided  the  tax  was 
paid  on  the  returned  item  and  the  purchaser  was  given  the  refiind  or  cred_if 

(2)  There  is  hereby  created  in  the  state  treasury  the  “Missouri  Veterans’  Healthcare 
Fund.”  which  shall  consist  of  taxes  and  fees  collected  under  this  section.  The  State 
Treasurer  shall  be  custodian  of  the  fund  and  he  or  she  shall  invest  moneys  in  the 
fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and  moneys 
earned  on  such  investments  shall  be  credited  to  the  fund.  Notwithstanding  any  other 
provision  of  law,  any  moneys  remaining  in  the  fund  at  the  end  of  a biennium  shall 
not  revert  to  the  credit  of  the  general  revenue  fund.  The  fund  shall  be  a dedicated 
fund  and  shall  stand  appropriated  without  further  legislative  action  as  follows^ 

(a)  First,  to  the  department,  an  amount  necessary  for  the  department  to  carry  out 
this  section,  including  a reserve  fund  to  maintain  a reasonable  working  cash 
balance  for  the  purpose  of  carrying  out  such  obligations; 
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(b)  Next,  the  remainder  of  such  funds  shall  be  transferred  to  the  Missouri 
Veterans  Commission  for  healthcare  services  for  military  veterans,  including  the 
following  purposes:  operations  of  the  Missouri  Veteran’s  Homes  and  Missouri 
Service  Officer’s  Program. 

(c)  All  moneys  appropriated  from  the  taxes  authorized  under  this  subsection  shall 
provide  additional  funds  for  the  purposes  enumerated  above  and  shall  not  replace 
existing  funding. 

(3)  For  all  retail  sales  of  marijuana  for  medical  use,  a record  shall  be  kept  by  the  seller 
which  identifies  bv  secure  and  encrypted  patient  number,  the  qualifying  patient 
involved  in  the  sale,  all  amounts  and  types  of  marijuana  involved  in  the  sale  and  the 
total  amount  of  money  involved  in  the  sale,  including  itemizations  and  grand  total 
sale  amounts.  All  such  records  shall  be  kept  on  the  premises  and  be  made  available 
for  review  bv  the  department  and  the  Department  of  Revenue  upon  request. 

(4)  The  tax  levied  pursuant  to  this  subsection  is  separate  from  and  in  addition  to. any 
general  state  and  local  sales  and  use  taxes  that  apply  to  retail  sales,  which  shall 
continue  to  be  collected  and  distributed  as  provided  by  general  law. 

{5}  Except  as  authorized  in  this  subsection,  no  additional  taxes  shall  be  imposed  on  the 
sale  of  marijuana  for  medical  use. 

5.  Additional  Patient.  Physician.  Caregiver  and  Provider  Protections 

(JQ  Except  as  provided  in  this  section,  the  possession  of  marijuana  in  quantities  less 
than  the  limits  of  this  section  or  established  bv  the  department  shall  not  sub|ect  the 
possessor  to  arrest,  criminal  or  civil  liability,  or  sanctions  undeLMissouri  law, 
provided  that  a valid  qualifying  patient  identification  card:  a valid  patient 
cultivation  registration:  while  a related  patient  identification  card  application  is 
pending,  a valid  physician  certification  written  fewer  than  thirty  days  prior;  and  a 
valid  primary  caregiver  identification  card,  or  the  respective  equivalent  issued  by 
another  state  or  political  subdivision  of  another  state,  is  produced  upon  demand. 

(21  A physician  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under 
Missouri  law  or  discipline  bv  the  Missouri  State  Board  of  Registration  for  the 
Healing  Arts,  or  its  successor  agency,  for  issuing  a physician  certification  to  a 
person  diagnosed  with  a qualifying  medical  condition  in  a manner  consistent  with 
this  section  and  legal  standards  of  professional  conduct. 

nt  A health  care  provider  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial  of 
any  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplinary 
action  bv  anv  accreditation  or  licensing  board  or  commission,  for  providing  health 
care  services  that  involve  the  medical  use  of  marijuana  consistent  with  this  section 
and  legal  standards  of  professional  conduct. 

(4)  A testing  laboratory  shall  not  be  subject  to  civil  or  criminal  prosecution,  denial_of 
anv  right  or  privilege,  civil  or  administrative  penalty  or  sanction,  or  disciplining 
action  bv  anv  accreditation  or  licensing  board  or  commission,  for  providing 
laboratory  testing  services  that  relate  to  the  medical  use  of  mariiuana  consistent 
with  this  section  and  otherwise  meeting  legal  standards  of  professional  conduct 

(51  A health  care  provider  shall  not  be  subject  to  mandatory  reporting  requirements  for 
the  medical  use  of  mariiuana  bv  qualifying  patients  under  eighteen  years  of  age  in  a 
manner  consistent  with  this  section. 

(61  A primary  caregiver  shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions 
under  Missouri  law  for  purchasing  or  administering  marijuana  for  medical  use  by  a 
qualifying  patient  or  participating  in  the  patient  cultivation  of  up  to  six  mariiuana 
plants  per  patient  in  a manner  consistent  with  this  section  and  generally  established 
legal  standards  of  personal  or  professional  conduct, 

(7)  An  attorney  shall  not  be  subject  to  disciplinary  action  by  the  state  bar  association_Qr 
other  professional  licensing  body  for  providing  legal  assistance  to  prospective  or 
licensed  Medical  Mariiuana  Cultivation  Facilities.  Medical  Marijuana  Dispensary 
Facilities.  Medical  Mariiuana-Infused  Products  Manufacturing  Facilities,  qualifying 
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patients,  primary  caregivers,  or  others  related  to  activity  that  is  no  longer  subject  to 
criminal  penalties  under  state  law  pursuant  to  this  section. 

(8)  Actions  and  conduct  by  Qualifying  Patients.  Primary  Caregivers,  Medical 
Marijuana  Cultivation  Facilities.  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities  or  Medical  Mariiuana  Dispensary  Facilities  licensed  or 
registered  with  the  department,  or  their  employees,  as  permitted  by  this  section  and 
in  compliance  with  department  regulations  and  other  standards  of  legal  conduct, 
shall  not  be  subject  to  criminal  or  civil  liability  or  sanctions  under  Missouri  jaw, 
except  as  provided  for  by  this  section. 

(9)  There  shall  be  no  immunities  for  negligence,  either  common  law  or  statutorily 
created,  nor  civil  or  criminal  immunities  for  operating  a vehicle,  aircraft,  dangerous 
device,  or  navigating  a boat  under  the  influence  of  mariiuana,  and  except  as 
specifically  set  out  in  this  section,  the  use  of  mariiuana  shall  not  be  a defense  to.any 
illegal  civil  or  criminal  activity  unrelated  to  this  section. 

(10)  It  is  the  public  policy  of  the  state  of  Missouri  that  contracts  related  to  marijuana 
for  medical  use  that  are  entered  into  by  Qualifying  Patients.  Primary  Caregivers, 
Medical  Mariiuana  Cultivation  Facilities.  Medical  Marijuana-Infused  Products 
Manufacturing  Facilities  or  Medical  Mariiuana  Dispensary  Facilities  and  those  who 
allow  property  to  be  used  bv  those  persons,  should  be  enforceable.  It  is  the  public 
policy  of  the  state  of  Missouri  that  no  contract  entered  into  by  Qualifying  Patients, 
Primary  Caregivers.  Medical  Mariiuana  Cultivation  Facilities.  Medical  Marijuana; 
Infused  Products  Manufacturing  Facilities  or  Medical  Marijuana  Dispensary 
Facilities,  or  bv  a person  who  allows  property  to  be  used  for  activities  that  are 
exempt  from  stale  criminal  penalties  bv  this  chapter,  shall  be  unenforceable  on  the 
basis  that  activities  related  to  medical  mariiuana  may  be  prohibited  by  federal  law. 


6.  Legislation 

Nothing  in  this  section  shall  limit  the  General  Assembly  from  enacting  laws  consistent  wjth 
this  section,  or  otherwise  effectuating  the  patient  rights  of  this  section.  The  legislature  shall 
not  enact  laws  that  hinder  the  right  of  qualifying  patients  to  access  marijuanafor  medical  use 
as  granted  bv  this  section 

7.  Additional  Provisions 

m Nothing  in  this  section  permits  a person  to: 

(a)  Consume  mariiuana  for  medical  use  in  a jail  or  correctional  facility; 

(b)  Undertake  any  task  under  the  influence  of  marijuana  when  doing  so  would  constitute 
negligence  or  professional  malpractice;  or 

(c)  Operate,  navigate,  or  be  in  actual  physical  control  of  any  dangerous  device  or  motor 
vehicle,  aircraft  or  motorboat  while  under  the  influence  of  mariiuana;  or 

£d)  Bring  a claim  against  any  employer,  former  employer  or  prospective  employer  for 
wrongful  discharge,  discrimination,  or  any  similar  cause  of  action  or  remedy,  based 
on  the  employer,  former  employer  or  prospective  employer  prohibiting  the  employee, 
former  employee  or  prospective  employee  from  being  under  the  influence  of 
mariiuana  while  at  work  or  disciplining  the  employer  or  former  employee,  up  to  and 
including  termination  from  employment,  for  working  or  attempting  to  work  while 
under  the  influence  of  mariiuana. 

(2)  No  Medical  Marijuana  Cultivation  Facility.  Medical  Mariiuana  Dispensary  Facility,  or 
Medical  Mariiuana-Infused  Products  Manufacturing  Facility  shall  be  owned,  in  whole  or 
in  part,  or  have  as  an  officer,  director,  board  member,  manager,  or  employee,  any 
individual  with  a disqualifying  felony  offense.  A “disqualifying  felony  offense”  isa 
violation  of.  and  conviction  or  guilty  plea  to.  state  or  federal  law  that  is,  or  would  have 
been,  a felony  under  Missouri  law,  regardless  of  the  sentence  imposed,  unless  the 
department  determines  that: 

(a)  The  person’s  conviction  was  for  the  medical  use  of  mariiuana  or  assisting  injhe 
medical  use  of  mariiuana;  or 
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(b)  The  person’s  conviction  was  for  a non-violent  crime  for  which  he  or  she  was  not 
incarcerated  and  that  is  more  than  five  years  old:  or 

(c)  More  than  five  years  have  passed  since  the  person  was  released  from  parole  or 
probation,  and  he  or  she  has  not  been  convicted  of  any  subsequent  criminal  offenses. 

m All  Medical  Marijuana  Cultivation  Facility.  Medical  Marijuana  Dispensary  Facility,  or 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  licenses  shall  be  held  by 
entities  that  are  controlled  bv  natural  persons  who  have  been  citizens  of  the  state  of 
Missouri  for  at  least  one  year.  Notwithstanding  the  forgoing,  entities  outside  the  state  of 
Missouri  may  own  a minority  stake  in  such  entities. 

(4)  A county  may  require  a site  permit  for  a Medical  Mariiuana  Dispensary  Facility 

utilizing  generally  applicable  permitting  standards.  In  addition,  a county  may  limit  the 
number  of  site  permits  granted  for  Medical  Mariiuana  Dispensary  Facilities,  provided 
however  that  the  number  may  not  be  limited  to  fewer  than  one  site  for  every  thirty 
thousand  inhabitants,  or  any  portion  thereof,  in  such  county,  according  to  the  most 
recent  census  of  the  United  States. 

(5}  No  Medical  Mariiuana  Cultivation  Facility,  Medical  Mariiuana  Dispensary  Facility_or 
Medical  Marijuana-Infused  Products  Manufacturing  Facility  shall  manufacture, 
package  or  label  mariiuana  or  marijuana-infused  products  in  a false,  misleading  or 
confusing  manner  or  in  any  manner  likely  to  cause  confusion  between  the_mari|uana  or 
mariiuana-infused  product  and  any  product  not  containing  mariiuana.  All  edible 
marijuana-infused  products  shall  be  sold  in  individual  child-resistant  containers  that  are 
labeled  with  dosage  amounts,  instructions  for  use,  and  estimated  length  of 
effectiveness.  All  mariiuana  and  mariiuana-infused  products  shall  be  sold  in  containers 
clearly  and  conspicuously  labeled,  in  a font  size  at  least  as  large  as  the  largest  other  font 
size  used  on  the  package,  as  containing  “Mariiuana,”  or  a “Mariiuana-infused  Product. 

A purposeful  violation  of  this  subdivision  shall  be  punishable  by  imprisonment  of  up  to 
one  year  and  a fine  of  up  to  ten  thousand  dollars. 

(6)  No  poisonous  or  deleterious  substances  shall  be  added  to  any  mariiuana  or  mariiuana- 
infused  product  sold  for  medical  use.  Doing  so  purposefully  shall  be  punishable  by 
imprisonment  of  up  to  one  year  and  a fine  of  un  to  ten  thousand  dollars. 

(7)  No  individual  shall  serve  as  the  primary  caregiver  for  more  than  three  qualifying 
patients. 

(8)  No  qualifying  patient  shall  consume  mariiuana  for  medical  use  in  a public  place. 
Violation  of  this  prohibition  shall  subject  the  violator  to  department  sanctions, 
including  an  administrative  penalty  and  loss  of  their  patient  identification  card  for  up  to 
a year. 

(9)  No  person  shall  extract  resins  from  mariiuana  using  dangerous  materials  or  combustible 
gasses  without  a Medical  Mariiuana-infused  Products  Manufacturing  Facility  license- 
violation  of  this  prohibition  shall  subject  the  violator  to  department  sanctions, 
including  an  administrative  penalty  and  loss  of  their  identification  card  or  license  for  up. 
to  a year. 

(lOi  All  patient  cultivation  shall  take  place  in  an  enclosed,  locked  facility  that. is 
equipped  with  security  devices  that  permit  access  only  bv  the  qualifying  patient 
authorized  to  cultivate  the  plants  or  bv  such  patient’s  primary  caregiver.  Two  qualifying 
patients,  who  both  hold  valid  patient  cultivation  identifications,  may  share  one  enclosed 
locked  facility.  No  more  than  twenty-four  mariiuana  plants  may  be  cultivated  in  a 
single  enclosed  locked  facility. 

HI)  No  Medical  Mariiuana  Cultivation  Facility,  Medical  Mariiuana  Dispensary 
Facility,  or  Medical  Mariiuana-infused  Products  Manufacturing  Facility  shall  assign, 
sell,  give,  lease,  sublicense,  or  otherwise  transfer  its  license  to  any  other  entity.. 

(\2)  Unless  allowed  bv  the  local  government,  no  new  Medical  Mariiuana  Cultivation 
Facility,  Medical  Mariiuana  Dispensary  Facility,  or  Medical  Marijuana-Infused 
Products  Manufacturing  Facility  shall  be  located  within  one  thousand  feet  of  any  them 
existing  elementary  or  secondary  school,  child  day-care  center,  or  church.  No  local 
government  shall  prohibit  Medical  Mariiuana  Cultivation  Facilities,  Medical  Mariiuana 
Infused  Products  Manufacturing  Facilities,  or  Medical  Mariiuana  Dispensary  Facility, 
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either  expressly  or  through  the  enactment  of  ordinances  or  regulations  which  make  their 
operation  impracticable  in  the  jurisdiction.  However,  local  governments  may  enact 
ordinances  or  regulations  not  in  conflict  with  this  section,  or  with  regulations  enacted 
pursuant  to  tins  section,  governing  the  time,  place,  and  manner  of  such  facilities  in  the 
locality.  A local  government  may  establish  civil  penalties  for  violation  of  an  ordinance 
or  regulations  eovemine  the  time,  place,  and  manner  of  a Medical  Mariiuana 
Cultivation  Facility.  Medical  Marijuana  infused  Products  Manufacturing  Facility,  or 
Medical  Mariiuana  Dispensary  Facility  that  may  operate  in  such  locality. 

(131  Unless  superseded  bv  federal  law  or  an  amendment  to  this  Constitution,  a 

physician  shall  not  recommend  or  prescribe  the  medical  use  of  mariiuana  to  a patient  by 
any  means  other  than  providing  a physician  certification  for  the  patient,  whether 
handwritten,  electronic  or  in  another  commonly  used  format.  No  physician  shall  issue 
more  physician  certifications  than  a number  equivalent  to  twenty-five  percent  of  their 
total  number  of  prescriptions  for  other  drugs. 

(14)  A physician  shall  not  recommend  or  prescribe  the  medical  use  of  mariiuana  to  an 
non-emancipated  patient  under  the  aee  of  eighteen  without  the  written  consent  of  a 
parent  or  legal  guardian. 

(151  Nothing  in  this  section  shall  be  construed  as  mandating  health  insurance  coverage 
of  medical  mariiuana  for  patient  use. 

(161  Real  and  personal  property  used  in  the  cultivation,  transport,  sale,  and 

administration  of  mariiuana  for  medical  use  shall  not  be  subiect  to  asset  forfeiture  solely 
because  of  that  use. 


8.  Severability 

The  provisions  of  this  section  are  severable  and  if  any  clause,  sentence,  paragraph  or  section 
of  this  measure,  or  an  application  thereof,  is  adjudged  invalid  by  any  court  of  competent 
jurisdiction,  other  provisions  shall  continue  to  be  in  effect  to  the  fullest  extent  possible. 


9.  Effective  Date 

The  provisions  of  this  section  shall  become  effective  on  December  8.  2016.  as  provided  by 
this  Constitution. 
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STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573) 751-2301 


September  30,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Jane  Dueker  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-123) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jane  Dueker  on  September  30,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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County 


Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed  one  year  in  the  county 
jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  kander,  Secretary  of  State  for  the  state  of  Missouri: 


'•:?  v>'\ 


C/l 

CO 
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■-o  rn 

_ County  (or  City  of  St.  Louis),  respectfully  order  that  the  following  proposed  law 
amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  tu  be  held  on  the  8th  day  of  November, 
2015,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and ^County  (or  City 


We,  the  undersigned,  registered  voters  of  the  stale  of  Missouri  and  _ 


of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

(Official  Ballot  title) 


as  n 

fNJ 

ro 
cn 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  County  Of I, ■ being  first 

duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 

(Street,  No  PO  Boxes)  (C  ity.  Town  or  Village) 

Zip 

Code 

Cong 

Dist. 

NAME 

(Print  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name,  registered  voting  address 
and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  1 HAT 
I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer: 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of 


, A.D. 


Signature  of  Notary 


Address  of  Notary: 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  stale  of  Missouri  that  the  Constitution  be  amended: 

Sections  2 and  9,  Article  111,  Constitution  of  Missouri,  is  repealed  and  two  new  sections  adopted  in  lieu  thereof,  to  be  known  as  sections  2 and 
9,  to  read  as  follows: 

Section  2.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  and,  beginning  with  the  one  hundred  second 
general  assembly,  one  hundred  twenty-three  members,  elected  at  each  general  election  and  apportioned  in  the  following  manner:  Within  sixty 
days  after  the  population  of  this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapportionment  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the  governor  that  such  a 
ruling  has  been  made,  the  congressional  district  committee  of  each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last 
preceding  election  shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present, 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from  any  one  state  legislative  district.  The  congressional 
committees  shall  each  submit  to  the  governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission 
consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and,  beginning  with  the 
one  hundred  second  general  assembly,  one  hundred  twenty-three  representative  districts,  and  to  establish  the  numbers  and  boundaries  of  said 
districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a member  of  his  own  choice  from  that 
district  and  from  the  political  party  of  the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly  for  four  years  following  the  date  of 
the  filing  by  the  commission  of  its  final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to  the  congressional  district 
committee  or  the  congressional  district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress  from  this  state  have 
been  elected  at  large,  the  term  congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district  committee 
for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to  those  districts  from  which 
congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all  members  have  been  selected,  meet  in  the 
capitol  building  and  proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda 
establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk 
of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled  and  held  as  often  as  the 
commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number  one  hundred  sixty-three  and, 
beginning  with  the  one  hundred  second  general  assembly,  the  number  one  hundred  twentv-three.  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a tentative  plan  of 
apportionment  and  map  of  the  proposed  districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be  necessary  to 
hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a final  statement  of 
the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least 
seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is 
made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it 
shall  stand  discharged  and  the  house  of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the 
judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment 
plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the  commission  is  in  session  but  not  more 
than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of 
the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

Section  9.  Until  the  convening  of  the  [Seventy-fourth  General  Assembly  the  House  of  Representaliveslone  hundred  second  general  assembly. 
the  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  from  the  one  hundred  sixty-three  representative 
districts,  as  they  existed  [January  I.  1965.]  during  the  one  hundred  first  general  assembly.  Beginning  with  the  one  hundred  second  general 
assembly,  the  house  of  representatives  shall  consist  of  one  hundred  twentv-three  members  pursuant  to  section  2 of  this  article. 


James  C.  Kirkpatrick 
Statu  information  Center 
(573)751  4936 


September  30,  2015 


Jason  Kandhr 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

sen  3 o 2015 

STATZ  AUDITORS  OFFICE 

Elections  Division 
(573)751  2301 

I G>"  loQ, 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  John  Lamping  regarding  a proposed  constitutional  amendment  to 

Article  111  (2016-122) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  John  Lamping  on  September  30,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Ineormation  Center 
600  w.  Main  Street  • Jeeeerson  City  65101 

Administrative,  rules  • Rust  ness  services  • elections  • publications  • securities  • state  Archives  • state  Library  • Wolenir  library 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1.  KSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed  one  year  in  the  county 
jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  _ 


.County  (or  City  of  St.  Louis),  respectfully  order  that  the  following  proposed  law 


amendment  to  the  constitution  shall  he  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  Sttrday  of  November, 

2015,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  tow  n or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title) 


r .-County  (or  City 

C/5 

(•n 

,~p 

-a 

CO 

C3 

-a 

ro 


* t 


ro 

or 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  County  Of I, , being  first 

duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong 

Dist. 

NAME 

(Print  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name,  registered  voting  address 
and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT 
I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer: 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of 


.,  A.D.  _ 


Signature  of  Notary 


Address  of  Notary: 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Ks-tea, 

Sections  2 and  9,  Article  III,  Constitution  of  Missouri,  is  repealed  and  two  new  sections  adopted  in  lieu  thereof,  to  be  known  as  sections  2 and 
9,  to  read  as  follows: 


Section  2.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  and,  beginning  with  the  one  hundred  second 
general  assembly,  one  hundred  twenty-three  members,  elected  at  each  general  election  and  apportioned  in  the  following  manner:  Within  sixty 
days  after  the  population  of  this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapportionment  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the  governor  that  such  a 
ruling  has  been  made,  the  congressional  district  committee  of  each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last 
preceding  election  shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present, 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from  any  one  state  legislative  district.  The  congressional 
committees  shall  each  submit  to  the  governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission 
consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and,  beginning  with  the 
one  hundred  second  general  assembly,  one  hundred  twenty-three  representative  districts,  and  to  establish  the  numbers  and  boundaries  of  said 
districts. 


If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a member  of  his  own  choice  from  that 
district  and  from  the  political  party  of  the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly  for  four  years  following  the  date  of 
the  filing  by  the  commission  of  its  final  statement  of  apportionment. 


For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to  the  congressional  district 
committee  or  the  congressional  district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress  from  this  state  have 
been  elected  at  large,  the  term  congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district  committee 
for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to  those  districts  from  which 
congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 


The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all  members  have  been  selected,  meet  in  the 
capitol  building  and  proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda 
establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk 
of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled  and  held  as  often  as  the 
commission  deems  advisable. 


The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number  one-hundred  sixtyytjiree  and, 

beginning  with  the  one  hundred  second  general  assembly,  the  number  one  hundred  twenty-three,  and  shall  establish  each  district  so  that  the 

, ~0  IT} 

CO  A 


population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 


Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be.  3 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a te,n$tive  plan  of 
apportionment  and  map  of  the  proposed  districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  |b©  necessary  to 
hear  objections  or  testimony  of  interested  persons. 


Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the  secretary  of  state  a final  statement  of 
the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least 
seven-tenths  of  the  members. 


After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is 
made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it 
shall  stand  discharged  and  the  house  of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the 
judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment 
plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the  commission  is  in  session  but  not  more 
than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of 
the  commission. 


No  reapportionment  shall  be  subject  to  the  referendum. 

Section  9.  Until  the  convening  of  the  [Seventy-fourth  General  Assembly  the  House  of  Representatives  |one  hundred  second  general  assembly, 
the  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  from  the  one  hundred  sixty-three  representative 
districts,  as  they  existed  [January  I,  1965.]  during  the  one  hundred  first  general  assembly.  Beginning  with  the  one  hundred  second  genera] 
assembly,  the  house  of  representatives  shall  consist  of  one  hundred  twenty-three  members  pursuant  to  section  2 of  this  article. 


I C9 — 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  28,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Theodis  Brown  regarding  a proposed  statutory  amendment  to 

Chapter  178(2016-121) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  September  28,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • Business  Services  • Elections  ■ publications  • securities  • State  archives  • State  Library  • wolfner  library 


Counly 


16-IQl 

Pago  No .. 


Ii  is  a ckui  A misdemeanor  punishable,  MitvrUhflMdkig  itw  provisions  ul’ section  560.021.  R$Mo,  to  the  contrary,  fora  term  of 

WUMIV*  pilliM  mlh  «nj  mum  oifci  ihJn  liii  u.  l>e>  viw*  tir  knuwl'njiy  10  sign  n.i  61  her  nnmu  more  lhrm  onto  /or  ihj’tome 
measure  Tor  the  now  election,  or  to  sign  a petition  when  such  person  Inowj  he  or  she  Is  not  n registered  voter 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kimder,  Secretary  of  Slate  for  the  slate  of  Missouri: 


■Wl/VUII  ISM  LI  . 


„ . . ..  , cuumy  (t>r  city  01  bt.  Lours), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  note  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  ^lection  to  be  held  on  the  8th  doy  of  November,  20 16.  and  each  foi  himself  or  herself 


says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  r»f  <t»  t f% lira);  my  n*g<> ♦*«,<<  voting  addrtiio  end  the  name  of  the  tiry,  lumi  ui  tillage  iu  vrlilcll  t live  OJC  CUttCUly  written  aTT^f  rtty 

(0«iei*l  Ballot  title.)  ® * 1 *”  h-CfTS.fi  Qy  Th  fr  \j  J (&-$  ,ifr 

‘O'L'Mi  4P-  * J-vxy:  pfc 

0({  /'<,  CvujJf-p-  £X(J>T 

Tt>  rv^a^T-  WrmW?VW7a, 

7.  6 A- • /"  * * 


p u.r; 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

4 

1 being  first  duly  sworn,  soy  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  AUDREY 
(Street)  (City.  Town  or  Village) 

CODE 

ClMJh. 

Mil. 



NAME? 

(Printed  or  Typed) 

I. 

i. 

j. 

2. 

y 

i. 

4. 

4. 

5 

5. 

6 

6 

1 

i 

f 

9. 

to 

10 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  In  my  presence;  1 believe  that  each  has 
stated  his  or  her  nnme,  registered  voting  address  nnd  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  YOter  of  the 
state  of  Missouri  and .. County. 

FURTHERMORE. ! HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  UY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  1 HAYR NEVER  BCE1W  CONVICTED  OP,  fUU.VU  UUILI  Y Ul . UK  KLLU  UUIL'I  Y 1U  ANY  UI'I'LNSL 
INVOLVING  FORGERY 

t am  at  least  18  yean  of  age.  I do.......  do  not (chart  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer; „ 


Signature  of  Affiant 
(Person  ob laming  signatures) 

(Printed  NftrtiO  of  Affiant) 

C'. 

\&c\ 
HY  \ 

NO 

C=3 

C-ri 

CO 

m 

~a 

Subscribed  and  jwom  io  before  me  this 

Address  Of  Affiant 
daj  of AD. 

ro 

CD 

Signatory;  of  Nytar) 

1 21 

Notary  Public  (Sealj 
My  commission  expires  

AddrwiS  of  Notary 

up 

ro 

CO 

James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

September  23,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


received 

SEP  2 3 2015 

STATE  AUDITORS  OFFICE 
Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Steven  L.  Reed  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  2 (2016-120) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Steven  L.  Reed  on  September  22,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  116.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  • Business  Services  • Elections  • Publications  • Securities  • State  Archives  • State  Library  • wolfner  library 


County  _ 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  yS or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petit, on 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  eleotton,  or  to  s.gn  a petit™  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kandcr,  Secretary  of  State  for  the  state  of  Missouri: 

We  the  undersigned,  registered  voters  of  the  .slate  of  Missouri  and . County  (or  cHyofSt.  Louis),  r*sPe^ul'y 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approve  o 
££  « Tto  *3  S3S. » b.  held  on  ft.  8*  day  of  November,  2«.d,„d  ..oh  for 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  c,ty  of  St'  Lou,s)’ my  g 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  wntten  after  my  name. 

. 

V.  } 


[Insert  official  ballot  title] 

CIRCULATOR’S  AFFIDAVIT 

, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


ro 

c= 

c/I 
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ro 
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ro 
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STATE  OF  MISSOURI, 
COUNTY  OF  


I, 


Creation  Circulator  5 ruuwu 
NAME 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Streetl  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

* '*  * 

5. 

6. 

7. 

. 

• 

8.  • 

9. 

MW. 

10. 

a 1,  tu*.***  dimiarf  hia  Ar  hflr  name  theret! 

in  mv  Pi 

esence;  1 1 

jelievc  that  each  has  stated  his 

an<l  County. 

ANY  OFFENSE  INVOLVING  FORGERY . 

1 m a,  least  18  yn.  of  age.  I do do  not (check  ™.)  expect  ,0  be  paid  fo,  circil.tmg  lh,s  peftiob.  If  p.id,  tat  the  P«yr 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Street  address  of  Affiant 

City,  State  and  Zip  Code  of  Affiant 

, A.D. 

Notary  Public  (Seal) 


Address  of  Notary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  I,  is  amended  by  adding  one  new  section  to  be  known  as  Section  36,  to  read  as  follows: 
Section  36.  Ml  Missouri  Career  Center  locations  will  allow  the  people  of  Missountp  petition  at 
their  public  entrances. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-120) 


Subject 

Initiative  petition  from  Steven  L.  Reed  regarding  a proposed  constitutional  amendment  to 
Article  I.  (Received  September  23,  2015) 


Date 


October  13,  2015 

Description 

This  proposal  would  amend  Article  I of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  this  bill  would 
require  their  department  to  hire  security  at  28  Missouri  Career  Centers  currently  without 
security  at  an  average  cost  of  $35, 000/year.  This  would  cost  their  department 
$980, 000/year. 

This  fiscal  impact  was  calculated  with  the  assumption  that  their  department  would  need 
to  hire  security  at  28  Missouri  Career  Centers  that  currently  do  not  have  security.  The 
average  cost  of  security  at  the  3 Career  Centers  that  do  have  security  is  $3 5, 000/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  the  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  for 
this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  impact  to  their 
office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  it  will  have  no  fiscal  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Attorney  General's  office, 
Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $980,000  to 
provide  security  at  applicable  career  centers.  Local  governmental  entities  report  no 
expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Steven  L.  Reed  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  1 (2016-1 19) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Steven  L.  Reed  on  September  22,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County  

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021 , RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  othei 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  She  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We  the  undersigned,  registered  voters  of  the  .State  of  Missouri  and - . 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  ^ 
rejection,  at  the  general  election  to  be  held  on  the  8’”  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  P^on^J.gned 
this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and; County  (or  city  of  St.  Louis),  my  registered  ^ 


County  (or  city  of  St.  Louis),  respectfully 


mis  pcuuuu,  1 tml  a Kcgiai^u.  iviw  ^ -- r~ — 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  oorrectly  written  after  my  name. 


■,-rv, 


[Insert  official  ballot  title] 


-o 

ro 

ro 

~o 

CO 

ro 

cn 


n 
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STATE  OF  MISSOURI, 
COUNTY  OF  


I. 


CIRCULATOR’S  AFFIDAVIT 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


(Petition  uircui&ior  5 nunw 

NAME 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8.  ■ 

9. 

10. 

) in  my  pi 

-esence;  1 1 

relieve  that  each  has  stated  his 

or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  max  eacn  signer  -s— 
and County. 

any  OFFENSE  INVOLVING  FORGERY . 

of  1 do  _ do  not  _ *tek  .».)  «p«t  .0  bo  paid  fo,  » P**-. « t*.  >*  *•  P»V“ 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 


Signature  ofNotary 


Street  address  of  Affiant 

City,  State  and  Zip  Code  of  Affiant 

A.D. _• 

Notary  Public  (Seal) 

My  commission  expires: 


Address  ofNotary 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  I entitled  Bill  of  Rights,  is  amended  by  adding  one  new  section  to  be  known  as  Section 
36,  to  read  as  follows: 

Section  36.  All  Missouri  Career  Center  locations  will  allow  the  people  of  Missouri  to  petitionat 
their  public  entrances. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-119) 


Subject 

Initiative  petition  from  Steven  L.  Reed  regarding  a proposed  constitutional  amendment  to 
Article  I.  (Received  September  23,  2015) 


Date 


October  13,  2015 

Description 

This  proposal  would  amend  Article  I of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  this  bill  would 
require  their  department  to  hire  security  at  28  Missouri  Career  Centers  currently  without 
security  at  an  average  cost  of  $35, 000/year.  This  would  cost  their  department 
$980, 000/year. 

This  fiscal  impact  was  calculated  with  the  assumption  that  their  department  would  need 
to  hire  security  at  28  Missouri  Career  Centers  that  currently  do  not  have  security.  The 
average  cost  of  security  at  the  3 Career  Centers  that  do  have  security  is  $3 5, 000/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  the  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  for 
this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  impact  to  their 
office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  it  will  have  no  fiscal  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Attorney  General's  office, 
Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  $980,000  to 
provide  security  at  applicable  career  centers.  Local  governmental  entities  report  no 
expected  fiscal  impact. 


RECEIVED 

SEP  I 7 2015 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573) 751-2301 


September  17,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  15  (2016-1 18) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
Filed  by  Bradley  Ketcher  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  M ain  Street  • Jefferson  City  65101 

Administrative  rules  • business  Services  • Elections  • Publications  • Securities  • State  Archives  • state  library  • wolfner  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis],  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 
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CIRCULATOR'S  AFFIDAVIT 


rA 


STATE  OF  MISSOURI,  COUNTY  OF  _ 
I, 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


I - 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

L 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-1  IS 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  1 8 to  read  as  follows: 

Article  VII 

Section  15. 


| . No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official, 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobby  ist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
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influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 


"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or  3 

purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phonfc^ 
solicitation,  fundraising,  and  any  other  political  activities.  <j\ 
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Section  16. 


1.  Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 


y -(\  \ 

■>  O 

c? 

CP 


(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  one  thousand  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  hundred  fifty 
dollars. 


The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  i n this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1, 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  First  day  of  January  in  each  even-numbered  year  by  multiplying  the  base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar 
amount,  for  all  years  after  January  1 , 20 1 5. 


2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 


3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  No  candidate  for  public  office  shall  accept  a contribution  from  an  out-of-state  political 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  report  with 
the  ethics  commission. 


5.  No  political  committee  or  candidate  for  public  office  shall  accept  a contribution  from  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  States. 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributions  imposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organization  that  is 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  already  reached 
its  contribution  limit  under  any  law  relating  to  contribution  limitations.  A committee  or 
organization  shall  be  deemed  to  be  primarily  funded  by  a single  person,  individual,  or  other 
committee  when  the  committee  or  organization  receives  more  than  Fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  anotherjperson 
in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 
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R.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

9.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

1 1 . No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person’s 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paving  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value- 

fa)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 
a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other 
than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

F Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 

person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or  <^5. 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate':^ 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which  o 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 
committee  or  by  agents  of  the  candidate  or  candidate  committee.  Tj. 

V Kp 

(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate's 
opponent  is  a contribution  in  any  of  the  following  circumstances: 

a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 
plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or 
indirectly  by  the  candidate; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  this  subparagraph,  the  term  "professional  campaign  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses 
that  material  in  the  communication; 


c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(41  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(al  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval  of  the 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  committee. 

(bl  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donors 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  tenn  "business  partner  of  a candidate”  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 
"an  affiliate  of  a business  entity”  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 
"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creatine  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  18. 


If  any  provision  of  sections  15.  16.  or  17  of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 


c= 


CD 

er> 


6 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-118) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  the  university. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 


of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  1 4 (20 16-117) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  • Business  Services  • Elections  • Publications  • Securities  • State  archives  • State  Library  • Wolfner  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  ^ 

c? 
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[Official  Ballot  title] 


CIRCULATOR  S AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  _ 


• • 
CP 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

day  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

16-117 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  1 8 to  read  as  follows: 

Article  VII 

Section  15. 


L No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof:  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof:  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
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influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 

"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  oi°, 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  bafT* 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 

Section  16, 

L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  anv  one  election  for  public  office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1, 2017,  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  first  day  of  January  in  each  even-numbered  year  by  multiplying  the  base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-doUar 
amount,  for  all  years  after  January  1,  201 5. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  frorna 
corporation. 

4.  No  candidate  for  public  office  shall  accept  a contribution  from  an  out-of-state  political 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  reportwith 
the  ethics  commission. 

5.  No  political  committee  or  candidate  for  public  office  shall  accept  a contribution  from  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  Suites, 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributions  imposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organization  that  is 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  al ready _reached 
its  contribution  limit  under  anv  law  relating  to  contribution  limitations.  A committee  or 
organization  shall  be  deemed  to  be  primarily  funded  by  a single  person^  individual^or  other 
committee  when  the  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly_or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 


contribution. 
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8.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

9.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

1 1.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(11  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value- 

fa)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other 
than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  perform ance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 


(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 
person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a cjg, 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate  \ 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,' 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 
committee  or  by  agents  of  the  candidate  or  candidate  committee. 

(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate’s 
opponent  is  a contribution  in  any  of  the  following  circumstances: 


a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 
plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or 
indirectly  by  the  candidate; 


b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  this  subparagraph,  the  term  "professional  campaign  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 


(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses 
that  material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  ofa 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the, request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval_ofthg 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  committee. 

( b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donorg 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardlessof 
w hether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 
"an  affiliate  of  a business  entity”  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefiting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 
"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office, 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  18. 


If  any  provision  of  sections  15,  1 6,  or  1 7 of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-117) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  the  university. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 


of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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state  auditors  office 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  17,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  VII,  version  13  (2016-1 16) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City^bf  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

IT's 

V-.  \ 

[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 


1, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(A 


^.o 

*C3 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

j A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


\(s~  \ \ (d 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  VII  of  the  Constitution  is  revised  by  adopting  4 new  sections  to  be  known  as 
Article  VII  Sections  15,  16,  17,  and  18  to  read  as  follows: 

Article  VII 


Section  15. 


K No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statew i de 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  d uring  th e i r 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 

val  ue  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  section  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  inform i ng  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organi zation  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  del i vering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  section  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobby ist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nom i nation,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof:  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
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influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 


"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mai  1 production,  phone t ^ 
solicitation,  fundraising,  and  any  other  political  activities.  22 
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Section  16. 


JL  Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local  ‘ 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person  ^ 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following:  Jr 


(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  five  thousand  four  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven  hundred 
dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  I istedjn  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1, 201 7.  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  first  day  of  January  in  each  even-numbered  year  by  multiplyingjhg_base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar 
amount,  for  al  1 years  after  January  1 , 201 5. 


2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intentto 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  hfocandidate  for  public  office  shall  accept  a contribution  from  an  out-of-statepolitjcal 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  report  with 
the  ethics  commission. 

5.  No  political  committee  or  candidate  for  public  office  shall  accept  a rontributjp^njrom  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  States. 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributionsjmposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organizationthatjs 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  already_rgached 
its  contribution  limit  under  any  law  relating  to  contribution  limitations^_A^committee  or 
r.r;i;ini7afinn  shall  he  deemed  to  be  primarily  funded  by  a single  person,  individuaf  or  other 
committee  when  the  committee  or  organization  receives  more  than  fifty  percent  ofjts  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7 . No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  pgrson 
in  such  a manner  as  to.  or  with  the  intent  to.  conceal  the  identity  of  the  actual  source  of  the 
contribution. 
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8 If  a payment  for  a covered  communication  tor  a candidate  for  public  office  is  roads  b^_a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  paymen^or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

9 Any  payment  for  communications  treated  as  a contribution  under  this  section  shalj  quahfy_as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  oj 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  thata 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

11.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(JJ  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
e lective  public  office  to  be  sought  has  been  fi nally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  th e nomination  or  election  of  any  candidate  for  public  office  or  for  payi ng  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value- 

fa)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other 
than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a thi rd 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a,  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 
person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written1, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 

committee  or  by  agents  of  the  candidate  or  candidate  committee.  c 

' \ -o 

(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate's 
opponent  is  a contribution  in  any  of  the  following  circumstances: 

v.O 

a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 

plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or  ^ 
indirectly  by  the  candidate; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  th is  subparagraph,  the  term  "professional  campai gn  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a pay m ent  or  expenditure  by  a person  for  a communi cation  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  withoutthecandidate'spriorknowlcdge,  uses 
that  material  in  the  communication: 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  makea 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  po I lsterwhojendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  ofa 
candidate,  a person  for  which  any  of  the  following  appligs: 

(a)  The  person  is  directly  or  indirectly  formedorestablished  by  orat  the  request  or 
suggestion  of,  or  wi th  the  encouragement  of,  the  candi date  or  candidate  committee.  or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval  ofthe 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  ccimmittee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activjt^onjhe^r^^ 

the  election  cycle  involved,  including  by  providing  the  person  wjth^nam^orpotgMaLdmojg 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(c^>  The  person  is  established,  directed,  or  managed  by  any  person 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  jdyjsgror 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  ent ity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candi  date 
is_a  director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 

"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeed i ng  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purposes  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
ad m inistrative  remedy  provided  for  by  law  or  policy  for  the  victi m,  any  violation  of  th is  secti on 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 

Section  18. 


If  any  provision  of  sections  1 5,  16,  or  1 7 of  this  article  or  the  application  thereof  to  anyone  or  to 
any  circumstance  is  held  invalid,  the  remainder  of  those  provisions  and  the  application  of  such 
provisions  to  others  or  other  circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-116) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  VII.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Article  VII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  the  university. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 


of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 


Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


RECEIVED 

SEP  I 7 2015 

STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  17,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  17  (2016-1 15) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


*e. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);>rny  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

Y?\  '0 

c-v  C - y-<3 

--  -.S'  \ • 

' -i 

r*.  :3. 

(INSERT  BALLOT  TITLE  HERE) 

d> 

CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF ^ 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


Uo-MS 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 


210.102.  1.  Sections  149,017  and  149,161.  and  certain  amendments  to  196.1003  and  210,102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( I )  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 


(31  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers.  ^ 

Q 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  iurisdictioil  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect.  — i 


2Jt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 


*>  & 

CP 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  oP^ 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of'"' 
children  in  Missouri; 


(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31.  2016,  [There  is  hereby  established  within  the  children's  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


(1)  A representative  from  the  governor's  office; 

(2)  A representati  ve_from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups, faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 


Up- 1 15 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office; 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a tenn  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]^.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

£r> 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  froift  birth 
through  age  five  of  this  state; 


(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 


(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

119)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees: 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(1)  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(73  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grafifs  as  provided 

in  this  section:  &0  'X) 

KX 
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(13  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section:  — * 
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(23  Whether  the  project  or  activity  leverages  matching  dollars: 

(33  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 
(43  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 3 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(23  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(33  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund"  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9[2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 , There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149,017  and  149.161.  less  any  reduction  allowed  in  section  149.021.  Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  ofthe  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 3 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(23  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted,  by 
the  coordinating  board  for  early  childhood  from  any  other  state  department  or  agency  of  the  state; 

(33  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(43  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(53  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection- 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  I.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028,  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 

16.  Notwithstanding  the  provisions  of  this  section,  section  149.017.  or  section  149.065.  five  percent,  to  be  collected  annually,  of 
the  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of  establishing,  maintaining,  and  enhancing 
activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control  program 
shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  best  practices 
and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use, 
reduce  the  public’s  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its  effects 
among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall  include,  but 
not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation  interventions, 
surveillance  and  evaluation,  and  administration  and  management.  No  more  than  fifteen  percent  of  the  moneys  in  this  subsection 
may  be  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  activities,  programs,  and  initiatives  that  promote 
public  health  for  tobacco-related  diseases,  such  as  programs  to  provide  student  loan  forgiveness  or  scholarships  for  medical 
professionals  who  work  in  underserved  areas  of  the  state,  but  that  are  not  part  of  the  comprehensive  statewide  tobacco  control 
program.  Moneys  pursuant  to  this  subsection  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  the 
purpose  of  promoting  public  health  for  tobacco-related  diseases  shall  be  used  solely  for  that  purpose  and  shall  not  bearsed  directly 

or  indirectly  for  research  activities.  c-v  ^ 
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149.017.  1.  Beginning  January  1.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.01 5.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  forty  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  l‘6f  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149,161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1.5%J  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1. 
2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149, 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  anv  of  those  funds  pursuant  to  chapter  149,  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  2 10.320. or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  1 49. 1 6 1 . an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340,  210.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  2 1 0. 1 02  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
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transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year. 

149.161.  Beginning  on  January  1.2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31,  2016. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following^ 

c/2. 

t O 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agreement)  and 

generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or  6 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such  } 

amounts  are  adjusted  for  inflation)  — <P. 

1999:  $.009424 1 per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold;  03 

for  each  of200l  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  ( 1 ) shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

( D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1,  201 7,  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  IState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2 10. 102 [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-115) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  petition 
provides  funds  for  a comprehensive  tobacco  control  program,  which  is  already 
administered  by  the  Department.  However  the  current  funding  appropriated  is  only  3 
percent  of  the  total  funding  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
recommends  for  the  state  of  Missouri  to  have  a fully  funded  comprehensive  tobacco 
control  program.  The  additional  funds  in  this  proposal  would  be  used  to  enhance  and 
expand  the  existing  program  and  would  bring  the  total  funding  available  to  26  percent  of 
CDC’s  recommendation  (CDC  recommendation  is  $73  million).  While  Missouri 
currently  has  one  of  the  lowest  tax  rates  for  tobacco  products,  it  has  one  of  the  highest 
tobacco  use  rates. 

Rental  space  for  five  staff  located  in  Jefferson  City,  one  staff  in  Kansas  City,  and  one 
staff  in  St.  Louis  would  be  required:  7 full-time  employees  (FTE)  x 230  sq  ft/FTE  x 
$16.75/sq  ft  =$26,967.50. 

There  is  a potential  to  affect  small  businesses  that  sell  cigarettes  and  other  tobacco 
products.  Research  has  shown  that  interventions  that  increase  the  price  of  tobacco 
products  reduce  consumption. 

The  petition  requires  that  5 percent  of  the  net  proceeds  collected  by  the  tax  increases  be 
allocated  to  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote 
tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide  tobacco 
control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive 
statewide  tobacco  control  program  shall  be  consistent  with  the  United  States  Centers  for 
Disease  Control  and  Prevention’s  (CDC)  guidelines  for  tobacco  control  programs,  and 
shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use,  reduce  the  public's 
exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco 
use  and  its  effects  among  different  population  groups.  The  components  of  the 
comprehensive  statewide  tobacco  control  program  shall  include,  but  not  be  limited  to: 
state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management. 


Revenue: 

Section  149.017,  raises  the  tax  on  cigarettes  to  40  mills  per  cigarette  beginning  January 
1,  2017.  The  Office  of  Administration  Budget  and  Planning  estimates  the  total  cigarette 
tax  revenue  as  a result  of  this  increase  to  be  $327,500,000. 

Section  149.061  levies  an  additional  5 percent  tax  on  the  first  sales  of  tobacco  products 
other  than  cigarettes  beginning  January  1,  2017.  The  Office  of  Administration  Budget 
and  Planning  estimates  the  total  additional  tax  collected  on  other  tobacco  products  to  be 
$7,900,000. 

Section  149.017.2  requires  the  additional  tax  on  cigarettes  to  be  stamped  in  accordance 
with  the  provisions  of  existing  sections  149.015  and  149.021.  This  creates  an  allowance 
of  3 percent  of  the  cigarette  taxes  to  the  wholesaler  for  the  compensation  for  the  time 
required  to  affix  the  stamps. 

Section  149.017.5  allows  for  up  to  1.5  percent  of  the  total  funds  collected  to  be 
appropriated  from  the  fund  to  the  state  for  the  purposes  of  collecting  and  enforcing  the 
taxes  of  this  section.  This  estimate  assumes  that  1.5  percent  will  be  appropriated  for  this 
use. 

Section  210.102.16  allocates  5 percent  of  the  net  proceeds  of  money  collected  as 
provided  in  sections  149.017  and  149.161  to  the  Missouri  Department  of  Health  and 
Senior  Services  for  the  purpose  of  funding  a comprehensive  tobacco  control  program. 

The  estimated  revenues  for  calendar  year  2017  are  calculated  as  follows: 


Cigarette  tax 

$327,500,000 

Other  tobacco  products  tax 

$7,900,000 

Less  3%  of  cigarette  tax  for  stamps 

($9,825,000) 

Total  tax  collected 

$325,575,000 

Less  1.5%  administrative  fee 

(4,883,625) 

Net  Proceeds 

$320,691,375 

5%  of  net  proceeds  for  DHSS 

$16,034,569 

Since  the  additional  tax  would  not  start  until  January  1,  2017,  it  is  assumed  the  first 
appropriation  of  funds  for  the  expanded  comprehensive  tobacco  control  program  would 
start  in  the  2018  fiscal  year. 

Costs 

The  assumptions  used  for  calculating  the  cost  to  the  Department  are  as  follows: 


Personnel  needs: 

One  Planner  III  (Range  A48,  Step  B):  $45,156 

Two  Health  Educator  III  (Range  A25,  Step  B):  $80,760 

One  Health  Program  Representative  III  (Range  A24,  Step  B):  $38,928 

One  Health  Program  Representative  I/II  (Range  A 18,  Step  B):  $30,984 


One  Sr.  Off.  Support  Assistant,  Keyboard  (Range  A09,  Step  F):  $25,824 

One  Public  Health  Epidemiologist  (Range  A32,  Step  A)  $55,416 

The  Planner  III  would  work  with  multiple  partners  across  the  state  to  identify,  plan,  and 
implement  evidence-based  programs  in  comprehensive  tobacco  control.  Duties  would 
include  preparing,  reviewing  and  approving  applications  for  funding;  supervising 
assigned  staff;  and  assuring  an  evaluation  plan  consistent  with  Department  goals  for 
comprehensive  tobacco  control  and  chronic  disease  prevention  is  executed. 

The  two  Health  Educator  Ills  would  be  stationed  in  Kansas  City  and  St.  Louis  to  work 
directly  with  contractors  in  the  major  metropolitan  areas  and  surrounding  counties 
providing  technical  assistance  on  implementing  community  based  interventions.  Duties 
would  include  technical  assistance,  training  and  education  in  comprehensive  tobacco 
control  issues. 

The  Health  Program  Representative  III  would  work  with  the  Program  Coordinator,  the 
Planner  III,  and  the  Office  of  Public  Information  to  assure  a media  plan  consistent  with 
Department  goals  for  comprehensive  tobacco  control  and  chronic  disease  prevention  is 
executed. 

The  Health  Program  Representative  I/II  would  be  responsible  for  contract  management, 
contract  monitoring,  invoice  tracking,  etc. 

The  Senior  Office  Support  Assistant  (Keyboard)  would  provide  support  to  the  staff 
located  in  field  offices,  including  the  four  employees  currently  in  the  field.  Duties  would 
include  such  activities  as  making  arrangements  for  training  and  travel,  preparing  expense 
reports,  assembling  training  packets,  routing  and  tracking  program  documents,  and 
answering  the  phone  for  the  program. 

The  Public  Health  Epidemiologist  will  oversee  the  surveillance  and  evaluation  activities 
of  the  program,  developing  evaluation  plans,  assuring  all  interventions  are  appropriately 
evaluated,  preparing  evaluation  reports,  and  coordinating  collection  of  data  on  tobacco 
control  measures. 

Standards  costs  for  equipment  and  expenses  of  staff  are  included  in  the  cost  estimation. 

Program  Services  Costs 

Remaining  funds  of  $15,408,380  would  be  allocated  in  contracts  for  Quitline  assistance, 
media,  and  local  community  evidence-based  initiatives. 

A well-funded  Quitline  is  needed  to  provide  on-going  support  in  quitting  tobacco  use  to 
any  Missourian.  The  Quitline  would  provide  cessation  coaching,  texting  support,  on-line 
support,  and  quitting  medications  - over-the  counter  and  prescription  to  those  without 
prescription  drug  benefits  - as  approved  by  the  U.S.  Food  and  Drug  Administration. 


A comprehensive  tobacco  control  program  must  include  paid  media  to  promote  health 
messages  to  adults,  youth  and  communities  on  issues  of  not  using  tobacco  and 
eliminating  exposure  to  secondhand  smoke. 

Finally,  contracts  would  be  offered  to  local  entities  to  implement  evidence-based, 
community-based  interventions  in  cessation,  youth  initiation,  and  secondhand  smoke 
exposure.  Contractors  would  include  local  public  health  agencies,  faith-based 
organizations,  non-profit  organizations,  educational  institutions.  These  would  be  sought 
through  requests  for  proposals  (to  be  developed  by  the  Planner  III). 

Evidence-based  interventions  conducted  by  contractors  would  include  those  supporting 
the  goals  of  comprehensive  tobacco  control: 

• Reducing  tobacco  use  through  local  tobacco  cessation  - for  example,  one-on-one 
interventions  with  individuals  needing  face-to-face  coaching  or  in  culturally  sensitive 
settings  for  those  with  a disproportionate  burden  of  tobacco  use. 

• Reducing  youth  initiation  through  prevention  - for  example,  youth  leadership  in 
educating  their  communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful 
to  health,  developing  local-focused  media. 

• Exposure  to  secondhand  smoke  - for  example,  local  coalitions  educating  their 
communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful  to  health, 
developing  local-focused  media. 

Contracts  could  also  be  funded  to  support  state  and  local  surveillance  and  evaluation 
efforts  to  demonstrate  the  effectiveness  of  the  funded  interventions. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $395,900,000  annually. 


If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  40  mills  per 
cigarette  ($0.80  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $367.9  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.2  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund.  The  legislation  authorizes  the 
collection  of  five  percent  annually  of  the  net  proceeds  from  the  moneys  collected  under 
sections  149.017  and  149.161  to  be  additional  funding  for  the  Missouri  Department  of 
Health  and  Senior  Services. 


The  Department  estimates  $19.8  million  of  additional  funding  for  the  Missouri 
Department  of  Health  and  Senior  Services  as  a result  of  this  section. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board.  Five 
percent  of  the  new  revenue  collected  is  to  be  used  by  the  MO  Department  of  Health  and 
Senior  Services  to  establish,  maintain  and  enhance  activities,  programs  and  initiatives  to 
promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  No  more  than 
15%  of  these  moneys  may  be  used  by  DHSS  to  promote  public  health  for  tobacco-related 
diseases,  such  as  student  loan  forgiveness  or  scholarships  for  medical  professionals. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  40  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 


Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  40  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $163.7  million  in  FY17 
and  $327.5  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.2  million  in  FY17  and  $2.4  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.2  million  in  FY17  and  $2.4  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.7  million  in  FY17  and  $5.3  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$7.7  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.6  million,  and  local 
sales  tax  will  be  reduced  by  $10.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 


Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 


Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $335.4 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.4  million,  the  Health  Initiatives  fund  by  $3.0  million,  and  the  State  School 
Moneys  Fund  by  $5.3  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $7.9 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.7  million,  and  local  sales 
tax  will  be  reduced  by  $1 1.1  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 


$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 


Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-114  & 16-115 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $331  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $331  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $331  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $303  million  to  $395  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


September  1 7,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  16  (2016-1 14) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Loui^h,  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or'rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  oTSt.  Louis);  my\registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

' f\ 

CP 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

_,  A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210. 102  and  1 96. 1 003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149,017  and  149, 161,  and  certain  amendments  to  196.1003  and  210, 102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state; 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education;  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to:  - O 

c/?,  /V\ 

- — ■ c*-'  * 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilizafidh  of 

existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-beinglof 
children  in  Missouri;  , “\ 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs;  cO 

In 

(3)  Develop  a plan  to  improve  the  quality  of  children’s  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to:  r° 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  havinga  member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  stateagency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]1  For  years  ending  on  or  before  December  3 1 , 20 16,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.ffom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner's  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office; 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term, 

[3.J5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 

the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  goyernor.  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter:  '^3 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 

through  age  five  ofthisstate;  — 1 - % 
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(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

CO 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities;  <jO 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  fand  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  ofthe  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

( 1 8)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(20)  Provide  technical  assistance  to  grantees; 

(2 1 ) Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 


(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(1)  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 


(5)  Providing  professional  development  and  training  for  early  childhood  development  providers; 


(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 


(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 


& 


7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 

in  this  section:  . ^ rA 
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(1)  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(2)  Whether  the  project  or  activity  leverages  matching  dollars; 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 
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(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149,017  and  149.161  based  on  the 
established  residencypopulation  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund"  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  thissection; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  less  any  reduction  allowed  in  section  149.021.  Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  any  other  state  department  or  agency  of  the  state; 

(3)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(4)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
early  childhood: 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1)  through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  theearly  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bythe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1.  2017,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 

149.017.  I.  Beginning  January  1. 2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  td  section 
149.015.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  forty  mills  per  cigarette.  J 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.01 5 and  149,021.. 

Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale.  d? 
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3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  a§ 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149. 161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149. 161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1 .5%’)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

2 10. 102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section; 

6.  The  net  proceeds  from  the  taxes  imposed  by  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  by  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210,320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320.or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  by  the  taxes  imposed  by  this  section  and  section  149. 161.  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  by  sections  66.340.  210.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  by  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  any  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  Rinds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149, 16 1 during  that  same  year- 

149. 161.  Beginning  on  January  1. 2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149, 1 60,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149. 160. 1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31.  2016. 

1 96. 1 003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  Il(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 
for  each  of2001  and  2002:  $.0136125  per  unit  sold; 
for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 
for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  ( Bt  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1 ■ 20 1 7.  zero  percent, 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  [State's  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  1 00  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210. 102 [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney's  fees  incurred  during  a successful 
prosecution  under  this  section. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-114) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $395,900,000  annually. 

If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  40  mills  per 
cigarette  ($0.80  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 


also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $387.3  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  40  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  40  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $163.7  million  in  FY17 
and  $327.5  million  once  fully  implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.2  million  in  FY17  and  $2.4  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.2  million  in  FY17  and  $2.4  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.7  million  in  FY17  and  $5.3  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$7.7  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.6  million,  and  local 
sales  tax  will  be  reduced  by  $10.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $335.4 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.4  million,  the  Health  Initiatives  fund  by  $3.0  million,  and  the  State  School 
Moneys  Fund  by  $5.3  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $7.9 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.7  million,  and  local  sales 
tax  will  be  reduced  by  $1 1.1  million  once  fully  implemented  in  FY18. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 


Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-114  & 16-115 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $331  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $331  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 


3 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $331  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $303  million  to  $395  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 


RECEIVED 

SEP  1 7 2015 

Jason  Kander 
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Secretary  of  State 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  15  (2016-1 13) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street -Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval^  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  petebnally  signed 
this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  jpy  registered 


voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  namef 


jvv 

-<3 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections  149.017 
and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  of  the  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017  and  149.161  are  enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161.  and  certain  amendments  to  210.102,  shall  be  referred  to  as  the  Early  Childhood  Health 
and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through  regulation  of 
tobacco  sellers.  This  Act: 


(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 


(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


- r- 


C/>  r-\ 

r-A  If*  • 

-o  n 


ZJt  shall  be  the  duty  of  the  Missouri  children's  services  commission  to: 


(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization-of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri;  cj\ 


(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 


(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  chi  Id  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]T  For  years  ending  on  or  before  December  3 1 . 20 1 6,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


(1)  A representative  from  the  governor's  office; 

(2)  A representative.ffom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups, faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members;. 

( 1 1 The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services: 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and 


I6H  1?) 

secondary  education: 


(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 


(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.J5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 

cj\ 

(2)  Confer  with  public  and  private  entities  for  the  puipose  of  promoting  and  improving  the  development  of  children, feom  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

( 1 4)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(20)  Provide  technical  assistance  to  grantees: 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 

(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(1)  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 


(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 


(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 


7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grafts  as  provided 
in  this  section:  c/'  --ft 
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( 1 ) Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 

this  section:  __i 

(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(f)  *-  »’ 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 
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(4)  The  sustainability  of  the  project  or  activity. 


8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019,  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9T2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  less  anv  reduction  allowed  in  section  149.021.  Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  foj 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(4~)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  tor 
early  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection,. 
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13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14,  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 


15.  Beginning  January  1.  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028,  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void.  rO. 


149.017.  1 . In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149,015.  a tax  shall-b&  levied 
upon  the  sale  of  cigarettes  applied  as  follows:  -p*f 


(A)  Beginning  January  1. 2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B)  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 
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(C~)  Beginning  January  1.  2021,  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2. Thetax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021. 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  rem  itted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149. 161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1.5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not_bg 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes, 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149,  RSMo_or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320.or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149. 161 , an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340.  210.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year, 

1 49, 1 6 1 . Beginning  on  January  1 . 20 1 7.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer  s invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by.  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31,  2016.. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-113) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149 
and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants.  The  proposal  will  increase  revenues  for  the  Early 
Childhood  Health  and  Education  Trust  Fund  by  $105,400,000  for  FY  2017,  $178,000,000 
for  FY  2019,  and  $250,600,000  for  FY  2021. 

Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  10  mills  per 
cigarette  ($0.20  per  pack  of  20).  Beginning  January  1,  2019,  the  petition  applies  an 
additional  tax  of  seven  and  one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  Finally, 
beginning  on  January  1,  2021,  the  legislation  increases  the  tax  an  additional  seven  and 
one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  The  resultant  tax  increase  at  the  end  of 
the  phase-in  period  results  in  a 50  cents  per  pack  of  20  cigarettes  increase. 


Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  is  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $96.8  million  in 
FY  2017  and  an  additional  $72.6  million  in  FY's  2019  and  2021  to  the  Early  Childhood 
Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer's  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  & Education  Trust  Fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Section 
210.102,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  10  mills  per  cigarette  on  1/1/2017, 
another  7 Vi  mills  on  1/1/2019  and  another  7 !4  mills  1/1/2021.  Section  149.161,  RSMo, 
levies  an  additional  5%  tax  on  other  tobacco  products  beginning  1/1/2017.  These  monies 
will  go  to  the  Early  Childhood  Health  and  Education  Trust  (ECHET)  Fund  established  in 
Section  210.102,  RSMo.  DOR  and  DHSS  must  annually  determine  whether  the  new 
taxes  have  caused  a reduction  in  consumption  and  therefore  a reduction  in  the  amount  of 
money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives  Fund  or  the  State  School 
Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in  consumption  is  found,  then  up 
to  4%  of  the  new  revenue  collected  is  to  be  distributed  to  the  various  funds  and  political 
subdivisions  from  the  ECHET  Fund  to  hold  them  harmless. 

FISCAL  IMPACT: 

Cigarette  Tax  (Section  149.017) 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates: 

• The  first  tax  increase  of  10  mills  per  cigarette  in  January  2017  will  increase  the 
“Early  Childhood  Health  and  Education  Trust  Fund”  by  $45.0  million  in  FY17  and 
$90.1  million  in  FY18. 

• The  second  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2019 
will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $121.94 
million  in  FY19  and  $153.8  million  in  FY20. 

• The  third  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2021  will 
increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $184.1  million 
in  FY21  and  $214.4  million  in  FY22  and  thereafter. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates: 

• The  first  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.3  million  in  FY17  and 
$0.7  million  in  FY18,  the  Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.7 
million  in  FY18,  and  the  State  School  Moneys  Fund  by  $0.7  million  in  FY17  and 
$1.5  million  in  FY18. 

• The  second  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.9  million  in  FY19 
and  $1.1  million  in  FY20,  the  Health  Initiatives  Fund  by  $0.9  million  in  FY19  and 
$1.1  million  in  FY20,  and  the  State  School  Moneys  Fund  by  $2.0  million  in  FY19 
and  $2.5  million  in  FY20. 

• The  third  tax  increase  will  decrease  the  Fair  Share  Fund  by  $1.3  million  in  FY21  and 
$1.6  million  in  FY22  and  thereafter,  the  Health  Initiatives  Fund  by  $1.3  million  in 
FY21  and  $1.6  million  in  FY22  and  thereafter,  and  the  State  School  Moneys  Fund  by 
$3.0  million  in  FY21  and  $3.5  million  in  FY22  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.2  million  once  fully  implemented  in  FY22,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products  (Section  149.161) 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY22.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY22. 


In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.2 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.5  million  once  fully  implemented  in  FY22. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  fiscal  year  (FY)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petition  113 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $94  million  to  $207  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $207  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
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program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $207  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  annual  revenue  is  the  amount  of  additional  new  revenue  over 
the  first  full  year  after  the  effective  date  of  all  phases  of  the  additional  tax.  The  state  will  collect 
less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all  cigarettes  and  other 
tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective  date.  This  fiscal 
projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the 
weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the  price  elasticity  of 
demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids .org/research/factsheets/pdf/0227 .pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 
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How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

When  cigarette  and  tobacco  tax  increases  are  fully  implemented,  estimated  additional 
revenue  to  state  government  is  $200  million  to  $250  million  annually,  with  limited 
estimated  implementation  costs.  The  revenue  will  fund  only  programs  and  services 
allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental  entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

September  17,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

SEP  1 7 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751-2301 

16H  19s 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  2 10,  196,  & 149,  version  14(2016-112) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 , RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


C-V 

cT> 


-T) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

25  Vi 

2. 

CO 
• • 

cn 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


I(HI£ 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  I.  Sections  149,017  and  149.161,  and  certain  amendments  to  196.1003  and  210,102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supportinu  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( 1 ) Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 

sellers.  ^ 

c?1  -;0 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to-be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect.  — t 

T'*  "‘3. 

2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

CP 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of  ^ 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31,  2016,  [There  is  hereby  established  within  the  children's  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor’s  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( D The  director  or  the  director's  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

QLTwo  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member's  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


( I ) Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 
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(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  frdpi  birth 
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through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 
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(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 
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(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1 5T2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name;. 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(20)  Provide  technical  assistance  to  grantees: 

(21 ) Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 


(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 


(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

(I)  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  bf 
this  section: 
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(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 
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(4)  The  sustainability  of  the  proiect  or  activity.  c/* 

a 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 )  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 


(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149,01 7 and  149, 161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  of  the  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149. 161.  less  any  reduction  allowed  in  section  149,021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  by  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  by  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(4)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
early  childhood; 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1 ) through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
flind.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1 . 20 1 7,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.01 0.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a mle  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  I,  2017  shall  be  invalid  and  void. 


16.  Notwithstanding  the  provisions  of  this  section,  section  149.017,  or  section  149.065,  five  percent,  to  be  collected  annually,  of 
the  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of  establishing,  maintaining,  and  enhancing 
activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control  program 
shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  best  practices 
and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use. 
reduce  the  public's  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its  effects 
among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall  include,  but 
not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation  interventions, 
surveillance  and  evaluation,  and  administration  and  management.  No  more  than  fifteen  percent  of  the  moneys  in  this  subsection 
may  be  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  activities,  programs,  and  initiatives  that  promote 
public  health  for  tobacco-related  diseases,  such  as  programs  to  provide  student  loan  forgiveness  or  scholarships  for  medical 
professionals  who  work  in  underserved  areas  of  the  state,  but  that  are  not  part  of  the  comprehensive  statewide  tobacco  control 
program.  Moneys  pursuant  to  this  subsection  expended  by  the  Missouri  Department  of  Health  and  Senior  Service£~tor  the 
purpose  of  promoting  public  health  for  tobacco-related  diseases  shall  be  used  solely  for  that  purpose  and  shall  not  bentised  directly 
or  indirectly  for  research  activities.  r~'  ' f-  rp, 
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149.017.  I . Beginning  January  1.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.015,  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  fifty  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021. 

Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  f of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale.  e> 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%J  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 


6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149,161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  2 10.320. or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161,  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340.  210.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149,161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  2 10. 102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  any  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount. 
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transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  nof 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149. 161  during  that  same  year, 

149.161.  Beginning  on  January  1.2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149,160.1 . The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1.  2016, 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  foilpwing: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agre^pjent)  arid 

generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or  ” r 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  1 5 of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 
for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 
for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 
for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  ( 1 ) shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1 . 20 1 7.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  1 5 days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102fState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210. 102  [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  petition 
provides  funds  for  a comprehensive  tobacco  control  program,  which  is  already 
administered  by  the  Department.  However  the  current  funding  appropriated  is  only  3 
percent  of  the  total  funding  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
recommends  for  the  state  of  Missouri  to  have  a fully  funded  comprehensive  tobacco 
control  program.  The  additional  funds  in  this  proposal  would  be  used  to  enhance  and 
expand  the  existing  program  and  would  bring  the  total  funding  available  to  32  percent  of 
CDC’s  recommendation  (CDC  recommendation  is  $73  million).  While  Missouri 
currently  has  one  of  the  lowest  tax  rates  for  tobacco  products,  it  has  one  of  the  highest 
tobacco  use  rates. 

Rental  space  for  five  staff  located  in  Jefferson  City,  one  staff  in  Kansas  City,  and  one 
staff  in  St.  Louis  would  be  required:  7 full-time  employees  (FTE)  x 230  sq  ft/FTE  x 
$16.75/sq  ft  =$26,967.50. 

There  is  a potential  to  affect  small  businesses  that  sell  cigarettes  and  other  tobacco 
products.  Research  has  shown  that  interventions  that  increase  the  price  of  tobacco 
products  reduce  consumption. 

The  petition  requires  that  5 percent  of  the  net  proceeds  collected  by  the  tax  increases  be 
allocated  to  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote 
tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide  tobacco 
control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive 
statewide  tobacco  control  program  shall  be  consistent  with  the  United  States  Centers  for 
Disease  Control  and  Prevention’s  (CDC)  guidelines  for  tobacco  control  programs,  and 
shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use,  reduce  the  public's 
exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco 
use  and  its  effects  among  different  population  groups.  The  components  of  the 
comprehensive  statewide  tobacco  control  program  shall  include,  but  not  be  limited  to: 
state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management. 


Revenue: 

Section  149.017,  raises  the  tax  on  cigarettes  to  50  mills  per  cigarette  beginning  January 
1,  2017.  The  Office  of  Administration  Budget  and  Planning  estimates  the  total  cigarette 
tax  revenue  as  a result  of  this  increase  to  be  $397,500,000. 

Section  149.061  levies  an  additional  5 percent  tax  on  the  first  sales  of  tobacco  products 
other  than  cigarettes  beginning  January  1,  2017.  The  Office  of  Administration  Budget 
and  Planning  estimates  the  total  additional  tax  collected  on  other  tobacco  products  to  be 
$7,900,000. 

Section  149.017.2  requires  the  additional  tax  on  cigarettes  to  be  stamped  in  accordance 
with  the  provisions  of  existing  sections  149.015  and  149.021.  This  creates  an  allowance 
of  3 percent  of  the  cigarette  taxes  to  the  wholesaler  for  the  compensation  for  the  time 
required  to  affix  the  stamps. 

Section  149.017.5  allows  for  up  to  1.5  percent  of  the  total  funds  collected  to  be 
appropriated  from  the  fund  to  the  state  for  the  purposes  of  collecting  and  enforcing  the 
taxes  of  this  section.  This  estimate  assumes  that  1.5  percent  will  be  appropriated  for  this 
use. 

Section  210.102.16  allocates  5 percent  of  the  net  proceeds  of  money  collected  as 
provided  in  sections  149.017  and  149.161  to  the  Missouri  Department  of  Health  and 
Senior  Services  for  the  purpose  of  funding  a comprehensive  tobacco  control  program. 

The  estimated  revenues  for  calendar  year  2017  are  calculated  as  follows: 


Cigarette  tax 

$397,500,000 

Other  tobacco  products  tax 

$7,900,000 

Less  3%  of  cigarette  tax  for  stamps 

($11,925,000) 

Total  tax  collected 

$393,475,000 

Less  1.5%  administrative  fee 

(5,902,125) 

Net  Proceeds 

$387,572,875 

5%  of  net  proceeds  for  DHSS 

$19,378,644 

Since  the  additional  tax  would  not  start  until  January  1,  2017,  it  is  assumed  the  first 
appropriation  of  funds  for  the  expanded  comprehensive  tobacco  control  program  would 
start  in  the  2018  fiscal  year. 

Costs 

The  assumptions  used  for  calculating  the  cost  to  the  Department  are  as  follows: 

Personnel  needs: 

One  Planner  III  (Range  A48,  Step  B): 

Two  Health  Educator  III  (Range  A25,  Step  B): 

One  Health  Program  Representative  III  (Range  A24,  Step  B): 


$45,156 

$80,760 

$38,928 


One  Health  Program  Representative  I/II  (Range  A 18,  Step  B):  $30,984 

One  Sr.  Off.  Support  Assistant,  Keyboard  (Range  A09,  Step  F):  $25,824 

One  Public  Health  Epidemiologist  (Range  A32,  Step  A)  $55,416 

The  Planner  III  would  work  with  multiple  partners  across  the  state  to  identify,  plan,  and 
implement  evidence-based  programs  in  comprehensive  tobacco  control.  Duties  would 
include  preparing,  reviewing  and  approving  applications  for  funding;  supervising 
assigned  staff;  and  assuring  an  evaluation  plan  consistent  with  Department  goals  for 
comprehensive  tobacco  control  and  chronic  disease  prevention  is  executed. 

The  two  Health  Educator  Ills  would  be  stationed  in  Kansas  City  and  St.  Louis  to  work 
directly  with  contractors  in  the  major  metropolitan  areas  and  surrounding  counties 
providing  technical  assistance  on  implementing  community  based  interventions.  Duties 
would  include  technical  assistance,  training  and  education  in  comprehensive  tobacco 
control  issues. 

The  Health  Program  Representative  III  would  work  with  the  Program  Coordinator,  the 
Planner  III,  and  the  Office  of  Public  Information  to  assure  a media  plan  consistent  with 
Department  goals  for  comprehensive  tobacco  control  and  chronic  disease  prevention  is 
executed. 

The  Health  Program  Representative  I/II  would  be  responsible  for  contract  management, 
contract  monitoring,  invoice  tracking,  etc. 

The  Senior  Office  Support  Assistant  (Keyboard)  would  provide  support  to  the  staff 
located  in  field  offices,  including  the  four  employees  currently  in  the  field.  Duties  would 
include  such  activities  as  making  arrangements  for  training  and  travel,  preparing  expense 
reports,  assembling  training  packets,  routing  and  tracking  program  documents,  and 
answering  the  phone  for  the  program. 

The  Public  Health  Epidemiologist  will  oversee  the  surveillance  and  evaluation  activities 
of  the  program,  developing  evaluation  plans,  assuring  all  interventions  are  appropriately 
evaluated,  preparing  evaluation  reports,  and  coordinating  collection  of  data  on  tobacco 
control  measures. 

Standards  costs  for  equipment  and  expenses  of  staff  are  included  in  the  cost  estimation. 

Program  Services  Costs 

Remaining  funds  of  $18,752,455  would  be  allocated  in  contracts  for  Quitline  assistance, 
media,  and  local  community  evidence-based  initiatives. 

A well-funded  Quitline  is  needed  to  provide  on-going  support  in  quitting  tobacco  use  to 
any  Missourian.  The  Quitline  would  provide  cessation  coaching,  texting  support,  on-line 
support,  and  quitting  medications  - over-the  counter  and  prescription  to  those  without 
prescription  drug  benefits  - as  approved  by  the  U.S.  Food  and  Drug  Administration. 


A comprehensive  tobacco  control  program  must  include  paid  media  to  promote  health 
messages  to  adults,  youth  and  communities  on  issues  of  not  using  tobacco  and 
eliminating  exposure  to  secondhand  smoke. 

Finally,  contracts  would  be  offered  to  local  entities  to  implement  evidence-based, 
community-based  interventions  in  cessation,  youth  initiation,  and  secondhand  smoke 
exposure.  Contractors  would  include  local  public  health  agencies,  faith-based 
organizations,  non-profit  organizations,  educational  institutions.  These  would  be  sought 
through  requests  for  proposals  (to  be  developed  by  the  Planner  III). 

Evidence-based  interventions  conducted  by  contractors  would  include  those  supporting 
the  goals  of  comprehensive  tobacco  control: 

• Reducing  tobacco  use  through  local  tobacco  cessation  - for  example,  one-on-one 
interventions  with  individuals  needing  face-to-face  coaching  or  in  culturally  sensitive 
settings  for  those  with  a disproportionate  burden  of  tobacco  use. 

• Reducing  youth  initiation  through  prevention  - for  example,  youth  leadership  in 
educating  their  communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful 
to  health,  developing  local-focused  media. 

• Exposure  to  secondhand  smoke  - for  example,  local  coalitions  educating  their 
communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful  to  health, 
developing  local-focused  media. 

Contracts  could  also  be  funded  to  support  state  and  local  surveillance  and  evaluation 
efforts  to  demonstrate  the  effectiveness  of  the  funded  interventions. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $492,700,000  annually. 


If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  50  mills  per 
cigarette  ($  1 .00  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $459.9  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.2  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund.  The  legislation  authorizes  the 
collection  of  five  percent  annually  of  the  net  proceeds  from  the  moneys  collected  under 
sections  149.017  and  149.161  to  be  additional  funding  for  the  Missouri  Department  of 
Health  and  Senior  Services. 


The  Department  estimates  $24.6  million  of  additional  funding  for  the  Missouri 
Department  of  Health  and  Senior  Services  as  a result  of  this  section. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board.  Five 
percent  of  the  new  revenue  collected  is  to  be  used  by  the  MO  Department  of  Health  and 
Senior  Services  to  establish,  maintain  and  enhance  activities,  programs  and  initiatives  to 
promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  No  more  than 
15%  of  these  moneys  may  be  used  by  DHSS  to  promote  public  health  for  tobacco-related 
diseases,  such  as  student  loan  forgiveness  or  scholarships  for  medical  professionals. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  50  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 


Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  50  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $198.6  million  in  FY17 
and  $397.5  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.4  million  in  FY17  and  $2.8  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.4  million  in  FY17  and  $2.8  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $3.2  million  in  FY17  and  $6.4  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$9.3  million,  the  School  District  Trust  Fund  will  be  reduced  by  $3.1  million,  and  local 
sales  tax  will  be  reduced  by  $13  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 


Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 


Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $405.4 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.8  million,  the  Health  Initiatives  fund  by  $3.1  million,  and  the  State  School 
Moneys  Fund  by  $6.4  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $9.5 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $3.2  million,  and  local  sales 
tax  will  be  reduced  by  $13.3  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 


$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-108  & 16-112 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $395  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $395  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 


4 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.72  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $395  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $367  million  to  $492  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


September  17,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

SEP  1 7 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  1 96  & 149,  version  1 3 (20 16-111) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  ofNovember,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


\(s>~\  1 1 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  2 1 0. 1 02  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149,017  and  149.161,  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

13)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  iurisdictiiTmto  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  A'alid  and  in  Ml  force  and 

effect.  , i n 
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2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 
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(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 

existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-beingof 
children  in  Missouri;  . xr 

v£> 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 


(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 


(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 


(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1 , 201 6,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood’’,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


(1)  A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups, faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber; 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


( 1 )  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of  representatives  on  or  before  January  fifteenth  of5d  1 8 and 

each  year  thereafter;  _ eln 
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(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 


(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 
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(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

( 1 9)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees; 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 


(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 


(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 


(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

(1)  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section:  v-  ' . — > 


(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 
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8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 


(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  less  anv  reduction  allowed  in  section  149,021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  tor 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(3)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(4)  Expenses  ofthe  coordinating  board  for  earlv  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
earlv  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( H through  (4)  of  this  subsection. 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  bv  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 , 20 1 7,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 


16.  Notwithstanding  the  provisions  of  this  section,  section  149,017.  or  section  149,065.  five  percent,  to  be  collected  annually,  of 
the  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of  establishing,  maintaining,  and  enhancing 
activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control  program 
shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  best  practices 
and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use, 
reduce  the  public’s  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its  effects 
among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall  include,  but 
not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation  interventions, 
surveillance  and  evaluation,  and  administration  and  management.  No  more  than  fifteen  percent  of  the  moneys  in  this  subsection 
may  be  expended  bv  the  Missouri  Department  of  Health  and  Senior  Services  for  activities,  programs,  and  initiatives  that  promote 
public  health  for  tobacco-related  diseases,  such  as  programs  to  provide  student  loan  forgiveness  or  scholarships  for  medical 
professionals  who  work  in  underserved  areas  of  the  state,  but  that  are  not  part  of  the  comprehensive  statewide  tobaceo.fcontrol 
program.  Moneys  pursuant  to  this  subsection  expended  bv  the  Missouri  Department  of  Health  and  Senior  Services  forithe 
purpose  of  promoting  public  health  for  tobacco-related  diseases  shall  be  used  solely  for  that  purpose  and  shall  not  be  used  directly 
or  indirectly  for  research  activities.  -~i 

149,017.  I.  Beginning  January  I.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.01 5.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  thirtv-six  mills  per  cigarette. 

£<- 

2.  The  tax  shall  be  evidenced  bv  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  bv  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149,161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  I, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320.or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161.  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66,340.  210.320,  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149,161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  any  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 


transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149. 161  during  that  same  year. 


149.161.  Beginning  on  January  1. 2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149,160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31.  2016. 


196.1003.  Requirements. 


Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agreement)  and 

generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or  ■ r- 

' -■  1 a * .*-*l 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (is  such 

amounts  are  adjusted  for  inflation) — , 

1999:  S. 009424 1 per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0 1 047 1 2 per  unit  sold;  CP 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 


(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 


(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  lX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (Bt  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  31,2017.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  1 5 days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  [State’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.102rState's  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State's  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-111) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  petition 
provides  funds  for  a comprehensive  tobacco  control  program,  which  is  already 
administered  by  the  Department.  However  the  current  funding  appropriated  is  only  3 
percent  of  the  total  funding  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
recommends  for  the  state  of  Missouri  to  have  a fully  funded  comprehensive  tobacco 
control  program.  The  additional  funds  in  this  proposal  would  be  used  to  enhance  and 
expand  the  existing  program  and  would  bring  the  total  funding  available  to  23  percent  of 
CDC’s  recommendation  (CDC  recommendation  is  $73  million).  While  Missouri 
currently  has  one  of  the  lowest  tax  rates  for  tobacco  products,  it  has  one  of  the  highest 
tobacco  use  rates. 

Rental  space  for  five  staff  located  in  Jefferson  City,  one  staff  in  Kansas  City,  and  one 
staff  in  St.  Louis  would  be  required:  7 full-time  employees  (FTE)  x 230  sq  ft/FTE  x 
$16.75/sq  ft  =$26,967.50. 

There  is  a potential  to  affect  small  businesses  that  sell  cigarettes  and  other  tobacco 
products.  Research  has  shown  that  interventions  that  increase  the  price  of  tobacco 
products  reduce  consumption. 

The  petition  requires  that  5 percent  of  the  net  proceeds  collected  by  the  tax  increases  be 
allocated  to  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote 
tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide  tobacco 
control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive 
statewide  tobacco  control  program  shall  be  consistent  with  the  United  States  Centers  for 
Disease  Control  and  Prevention’s  (CDC)  guidelines  for  tobacco  control  programs,  and 
shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use,  reduce  the  public's 
exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco 
use  and  its  effects  among  different  population  groups.  The  components  of  the 
comprehensive  statewide  tobacco  control  program  shall  include,  but  not  be  limited  to: 
state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management. 


Revenue: 

Section  149.017,  raises  the  tax  on  cigarettes  to  36  mills  per  cigarette  beginning  January 
1,  2017.  The  Office  of  Administration  Budget  and  Planning  estimates  the  total  cigarette 
tax  revenue  as  a result  of  this  increase  to  be  $298,300,000. 

Section  149.061  levies  an  additional  5 percent  tax  on  the  first  sales  of  tobacco  products 
other  than  cigarettes  beginning  January  1,  2017.  The  Office  of  Administration  Budget 
and  Planning  estimates  the  total  additional  tax  collected  on  other  tobacco  products  to  be 
$7,900,000. 

Section  149.017.2  requires  the  additional  tax  on  cigarettes  to  be  stamped  in  accordance 
with  the  provisions  of  existing  sections  149.015  and  149.021.  This  creates  an  allowance 
of  3 percent  of  the  cigarette  taxes  to  the  wholesaler  for  the  compensation  for  the  time 
required  to  affix  the  stamps. 

Section  149.017.5  allows  for  up  to  1.5  percent  of  the  total  funds  collected  to  be 
appropriated  from  the  fund  to  the  state  for  the  purposes  of  collecting  and  enforcing  the 
taxes  of  this  section.  This  estimate  assumes  that  1.5  percent  will  be  appropriated  for  this 
use. 

Section  210.102.16  allocates  5 percent  of  the  net  proceeds  of  money  collected  as 
provided  in  sections  149.017  and  149.161  to  the  Missouri  Department  of  Health  and 
Senior  Services  for  the  purpose  of  funding  a comprehensive  tobacco  control  program. 

The  estimated  revenues  for  calendar  year  2017  are  calculated  as  follows: 


Cigarette  tax 

$298,300,000 

Other  tobacco  products  tax 

$7,900,000 

Less  3%  of  cigarette  tax  for  stamps 

($8,949,000) 

Total  tax  collected 

$297,251,000 

Less  1.5%  administrative  fee 

(4,458,765) 

Net  Proceeds 

$292,792,235 

5%  of  net  proceeds  for  DHSS 

$14,639,612 

Since  the  additional  tax  would  not  start  until  January  1,  2017,  it  is  assumed  the  first 
appropriation  of  funds  for  the  expanded  comprehensive  tobacco  control  program  would 
start  in  the  2018  fiscal  year. 

Costs 

The  assumptions  used  for  calculating  the  cost  to  the  Department  are  as  follows: 

Personnel  needs: 

One  Planner  III  (Range  A48,  Step  B): 

Two  Health  Educator  III  (Range  A25,  Step  B): 

One  Health  Program  Representative  III  (Range  A24,  Step  B): 


$45,156 

$80,760 

$38,928 


One  Health  Program  Representative  I/II  (Range  A 18,  Step  B):  $30,984 

One  Sr.  Off.  Support  Assistant,  Keyboard  (Range  A09,  Step  F):  $25,824 

One  Public  Health  Epidemiologist  (Range  A32,  Step  A)  $55,416 

The  Planner  III  would  work  with  multiple  partners  across  the  state  to  identify,  plan,  and 
implement  evidence-based  programs  in  comprehensive  tobacco  control.  Duties  would 
include  preparing,  reviewing  and  approving  applications  for  funding;  supervising 
assigned  staff;  and  assuring  an  evaluation  plan  consistent  with  Department  goals  for 
comprehensive  tobacco  control  and  chronic  disease  prevention  is  executed. 

The  two  Health  Educator  Ills  would  be  stationed  in  Kansas  City  and  St.  Louis  to  work 
directly  with  contractors  in  the  major  metropolitan  areas  and  surrounding  counties 
providing  technical  assistance  on  implementing  community  based  interventions.  Duties 
would  include  technical  assistance,  training  and  education  in  comprehensive  tobacco 
control  issues. 

The  Health  Program  Representative  III  would  work  with  the  Program  Coordinator,  the 
Planner  III,  and  the  Office  of  Public  Information  to  assure  a media  plan  consistent  with 
Department  goals  for  comprehensive  tobacco  control  and  chronic  disease  prevention  is 
executed. 

The  Health  Program  Representative  I/II  would  be  responsible  for  contract  management, 
contract  monitoring,  invoice  tracking,  etc. 

The  Senior  Office  Support  Assistant  (Keyboard)  would  provide  support  to  the  staff 
located  in  field  offices,  including  the  four  employees  currently  in  the  field.  Duties  would 
include  such  activities  as  making  arrangements  for  training  and  travel,  preparing  expense 
reports,  assembling  training  packets,  routing  and  tracking  program  documents,  and 
answering  the  phone  for  the  program. 

The  Public  Health  Epidemiologist  will  oversee  the  surveillance  and  evaluation  activities 
of  the  program,  developing  evaluation  plans,  assuring  all  interventions  are  appropriately 
evaluated,  preparing  evaluation  reports,  and  coordinating  collection  of  data  on  tobacco 
control  measures. 

Standards  costs  for  equipment  and  expenses  of  staff  are  included  in  the  cost  estimation. 

Program  Services  Costs 

Remaining  funds  of  $14,013,423  would  be  allocated  in  contracts  for  Quitline  assistance, 
media,  and  local  community  evidence-based  initiatives. 

A well-funded  Quitline  is  needed  to  provide  on-going  support  in  quitting  tobacco  use  to 
any  Missourian.  The  Quitline  would  provide  cessation  coaching,  texting  support,  on-line 
support,  and  quitting  medications  - over-the  counter  and  prescription  to  those  without 
prescription  drug  benefits  - as  approved  by  the  U.S.  Food  and  Drug  Administration. 


A comprehensive  tobacco  control  program  must  include  paid  media  to  promote  health 
messages  to  adults,  youth  and  communities  on  issues  of  not  using  tobacco  and 
eliminating  exposure  to  secondhand  smoke. 

Finally,  contracts  would  be  offered  to  local  entities  to  implement  evidence-based, 
community-based  interventions  in  cessation,  youth  initiation,  and  secondhand  smoke 
exposure.  Contractors  would  include  local  public  health  agencies,  faith-based 
organizations,  non-profit  organizations,  educational  institutions.  These  would  be  sought 
through  requests  for  proposals  (to  be  developed  by  the  Planner  III). 

Evidence-based  interventions  conducted  by  contractors  would  include  those  supporting 
the  goals  of  comprehensive  tobacco  control: 

• Reducing  tobacco  use  through  local  tobacco  cessation  - for  example,  one-on-one 
interventions  with  individuals  needing  face-to-face  coaching  or  in  culturally  sensitive 
settings  for  those  with  a disproportionate  burden  of  tobacco  use. 

• Reducing  youth  initiation  through  prevention  - for  example,  youth  leadership  in 
educating  their  communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful 
to  health,  developing  local-focused  media. 

• Exposure  to  secondhand  smoke  - for  example,  local  coalitions  educating  their 
communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful  to  health, 
developing  local-focused  media. 

Contracts  could  also  be  funded  to  support  state  and  local  surveillance  and  evaluation 
efforts  to  demonstrate  the  effectiveness  of  the  funded  interventions. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $357,200,000  annually. 


If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  36  mills  per 
cigarette  ($0.72  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $331.1  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.2  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund.  The  legislation  authorizes  the 
collection  of  five  percent  annually  of  the  net  proceeds  from  the  moneys  collected  under 
sections  149.017  and  149.161  to  be  additional  funding  for  the  Missouri  Department  of 
Health  and  Senior  Services. 


The  Department  estimates  $17.9  million  of  additional  funding  for  the  Missouri 
Department  of  Health  and  Senior  Services  as  a result  of  this  section. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board.  Five 
percent  of  the  new  revenue  collected  is  to  be  used  by  the  MO  Department  of  Health  and 
Senior  Services  to  establish,  maintain  and  enhance  activities,  programs  and  initiatives  to 
promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  No  more  than 
15%  of  these  moneys  may  be  used  by  DHSS  to  promote  public  health  for  tobacco-related 
diseases,  such  as  student  loan  forgiveness  or  scholarships  for  medical  professionals. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  36  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 


Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  36  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $149.2  million  in  FY17 
and  $298.3  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.1  million  in  FY17  and  $2.2  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.1  million  in  FY17  and  $2.2  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.4  million  in  FY17  and  $4.8  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$6.9  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.2  million,  and  local 
sales  tax  will  be  reduced  by  $9.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 


Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 


Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $306.2 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.2  million,  the  Health  Initiatives  fund  by  $2.8  million,  and  the  State  School 
Moneys  Fund  by  $4.8  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $7.1 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.4  million,  and  local  sales 
tax  will  be  reduced  by  $10.1  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 


$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-107  & 16-111 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $303  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $303  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.72  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $303  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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3534  Washington  Ave 
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September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $276  million  to  $357  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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STATE  AUDITORS  OFFICE 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  oe  Missouri 


Elections  Division 
(573)751  2301 


September  17,  2015 


16-1 10 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196  & 149,  version  12  (2016-1 10) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • Business  Services  • Elections  • Publications  • Securities  • state  archives  • State  library  • wolfner  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 , RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  <5TSt.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. ' > 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 
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ro 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149,017  and  149.161,  and  certain  amendments  to  196.1003  and  210. 102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(II  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education;  and 

(31  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


change. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 


c.r> 

3 


(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

\ <7? 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs;  3 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 


(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 


(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1. 2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


(1)  A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairpersons  secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 1 The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services; 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(31  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 


(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(51  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 
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(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  developmenfof  children  froflj  birth- 
through  age  five  of  this  state; 


(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 


i 
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(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 
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(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(I  I)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

( 1 91  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(201  Provide  technical  assistance  to  grantees: 


(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  arid. 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(1)  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


( 1 ) Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 

’.S3 

(2)  Whether  the  project  or  activity  leverages  matching  dollars: 
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(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and  '-o 


(4)  The  sustainability  of  the  project  or  activity. 


8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 


oo 


(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149,017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 , There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  less  any  reduction  allowed  in  section  149,021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  ofthe  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

(1)  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(3)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
earlv  childhood; 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1)  through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs, 

15.  Beginning  January  1,  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  mav  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536,028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

16.  Notwithstanding  the  provisions  of  this  section,  section  149.017.  or  section  149,065.  five  percent,  to  be  collected  annually,  of 
the  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of  establishing,  maintaining,  and  enhancing 
activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control  program 
shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  best  practices 
and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use, 
reduce  the  public’s  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its  effects 
among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall  include,  but 
not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation  interventions, 
surveillance  and  evaluation,  and  administration  and  management.  No  more  than  fifteen  percent  of  the  moneys  in  this  subsection 
mav  be  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  activities,  programs,  and  initiatives'tRat  promote 
public  health  for  tobacco-related  diseases,  such  as  programs  to  provide  student  loan  forgiveness  or  scholarships  for  medical 
professionals  who  work  in  underserved  areas  of  the  state,  but  that  are  not  part  of  the  comprehensive  statewide  tobacco  dontrol 
program.  Moneys  pursuant  to  this  subsection  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  the 
purpose  of  promoting  public  health  for  tobacco-related  diseases  shall  be  used  solely  for  that  purpose  and  shall  not  be  used  directly 
or  indirectly  for  research  activities. 

149,017.  1.  Beginning  January  1. 2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,015.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  thirty-one  and  one  half  mills  per, 
cigarette.  cD 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1.5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  1 49. 1 6 1 have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320.or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161.  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local 
tobacco  taxes  authorized  bv  sections  66.340.  210.320,  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  any  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 


l(p~l  10 


transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149, 16 1 during  that  same  year. 


149.161.  Beginning  on  January  1.  2017,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149,160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1.  2016. 


196.1003.  Requirements. 


Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 


(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agreement)  and 

generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or  ^ , 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts^as  such 

amounts  are  adjusted  for  inflation)  — — i 

1 999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold;  ..  /'t  - 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold;  \ co 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold;  > 

for  each  of  2007  and  each  year  thereafter;  $.0 1 88482  per  unit  sold.  c 0 


(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  ( 1 ) shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 


(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1.  2017.  zero  percent, 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102rState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2 1 0.1 02 [State's  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State's  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-110) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  petition 
provides  funds  for  a comprehensive  tobacco  control  program,  which  is  already 
administered  by  the  Department.  However  the  current  funding  appropriated  is  only  3 
percent  of  the  total  funding  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
recommends  for  the  state  of  Missouri  to  have  a fully  funded  comprehensive  tobacco 
control  program.  The  additional  funds  in  this  proposal  would  be  used  to  enhance  and 
expand  the  existing  program  and  would  bring  the  total  funding  available  to  20  percent  of 
CDC’s  recommendation  (CDC  recommendation  is  $73  million).  While  Missouri 
currently  has  one  of  the  lowest  tax  rates  for  tobacco  products,  it  has  one  of  the  highest 
tobacco  use  rates. 

Rental  space  for  five  staff  located  in  Jefferson  City,  one  staff  in  Kansas  City,  and  one 
staff  in  St.  Louis  would  be  required:  7 full-time  employees  (FTE)  x 230  sq  ft/FTE  x 
$16.75/sq  ft  =$26,967.50. 

There  is  a potential  to  affect  small  businesses  that  sell  cigarettes  and  other  tobacco 
products.  Research  has  shown  that  interventions  that  increase  the  price  of  tobacco 
products  reduce  consumption. 

The  petition  requires  that  5 percent  of  the  net  proceeds  collected  by  the  tax  increases  be 
allocated  to  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote 
tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide  tobacco 
control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive 
statewide  tobacco  control  program  shall  be  consistent  with  the  United  States  Centers  for 
Disease  Control  and  Prevention’s  (CDC)  guidelines  for  tobacco  control  programs,  and 
shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use,  reduce  the  public's 
exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco 
use  and  its  effects  among  different  population  groups.  The  components  of  the 
comprehensive  statewide  tobacco  control  program  shall  include,  but  not  be  limited  to: 
state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management. 


Revenue: 

Section  149.017,  raises  the  tax  on  cigarettes  to  31.5  mills  per  cigarette  beginning  January 
1,  2017.  The  Office  of  Administration  Budget  and  Planning  estimates  the  total  cigarette 
tax  revenue  as  a result  of  this  increase  to  be  $264,700,000. 

Section  149.061  levies  an  additional  5 percent  tax  on  the  first  sales  of  tobacco  products 
other  than  cigarettes  beginning  January  1,  2017.  The  Office  of  Administration  Budget 
and  Planning  estimates  the  total  additional  tax  collected  on  other  tobacco  products  to  be 
$7,900,000. 

Section  149.017.2  requires  the  additional  tax  on  cigarettes  to  be  stamped  in  accordance 
with  the  provisions  of  existing  sections  149.015  and  149.021.  This  creates  an  allowance 
of  3 percent  of  the  cigarette  taxes  to  the  wholesaler  for  the  compensation  for  the  time 
required  to  affix  the  stamps. 

Section  149.017.5  allows  for  up  to  1.5  percent  of  the  total  funds  collected  to  be 
appropriated  from  the  fund  to  the  state  for  the  purposes  of  collecting  and  enforcing  the 
taxes  of  this  section.  This  estimate  assumes  that  1.5  percent  will  be  appropriated  for  this 
use. 

Section  210.102.16  allocates  5 percent  of  the  net  proceeds  of  money  collected  as 
provided  in  sections  149.017  and  149.161  to  the  Missouri  Department  of  Health  and 
Senior  Services  for  the  purpose  of  funding  a comprehensive  tobacco  control  program. 

The  estimated  revenues  for  calendar  year  2017  are  calculated  as  follows: 


Cigarette  tax 

$264,700,000 

Other  tobacco  products  tax 

$7,900,000 

Less  3%  of  cigarette  tax  for  stamps 

($7,941,000) 

Total  tax  collected 

$264,659,000 

Less  1.5%  administrative  fee 

(3,969,885) 

Net  Proceeds 

$260,689,115 

5%  of  net  proceeds  for  DHSS 

$13,034,456 

Since  the  additional  tax  would  not  start  until  January  1,  2017,  it  is  assumed  the  first 
appropriation  of  funds  for  the  expanded  comprehensive  tobacco  control  program  would 
start  in  the  2018  fiscal  year. 

Costs 

The  assumptions  used  for  calculating  the  cost  to  the  Department  are  as  follows: 

Personnel  needs: 

One  Planner  III  (Range  A48,  Step  B): 

Two  Health  Educator  III  (Range  A25,  Step  B): 

One  Health  Program  Representative  III  (Range  A24,  Step  B): 


$45,156 

$80,760 

$38,928 


One  Health  Program  Representative  I/II  (Range  A 18,  Step  B):  $30,984 

One  Sr.  Off.  Support  Assistant,  Keyboard  (Range  A09,  Step  F):  $25,824 

One  Public  Health  Epidemiologist  (Range  A32,  Step  A)  $55,416 

The  Planner  III  would  work  with  multiple  partners  across  the  state  to  identify,  plan,  and 
implement  evidence-based  programs  in  comprehensive  tobacco  control.  Duties  would 
include  preparing,  reviewing  and  approving  applications  for  funding;  supervising 
assigned  staff;  and  assuring  an  evaluation  plan  consistent  with  Department  goals  for 
comprehensive  tobacco  control  and  chronic  disease  prevention  is  executed. 

The  two  Health  Educator  Ills  would  be  stationed  in  Kansas  City  and  St.  Louis  to  work 
directly  with  contractors  in  the  major  metropolitan  areas  and  surrounding  counties 
providing  technical  assistance  on  implementing  community  based  interventions.  Duties 
would  include  technical  assistance,  training  and  education  in  comprehensive  tobacco 
control  issues. 

The  Health  Program  Representative  III  would  work  with  the  Program  Coordinator,  the 
Planner  III,  and  the  Office  of  Public  Information  to  assure  a media  plan  consistent  with 
Department  goals  for  comprehensive  tobacco  control  and  chronic  disease  prevention  is 
executed. 

The  Health  Program  Representative  I/II  would  be  responsible  for  contract  management, 
contract  monitoring,  invoice  tracking,  etc. 

The  Senior  Office  Support  Assistant  (Keyboard)  would  provide  support  to  the  staff 
located  in  field  offices,  including  the  four  employees  currently  in  the  field.  Duties  would 
include  such  activities  as  making  arrangements  for  training  and  travel,  preparing  expense 
reports,  assembling  training  packets,  routing  and  tracking  program  documents,  and 
answering  the  phone  for  the  program. 

The  Public  Health  Epidemiologist  will  oversee  the  surveillance  and  evaluation  activities 
of  the  program,  developing  evaluation  plans,  assuring  all  interventions  are  appropriately 
evaluated,  preparing  evaluation  reports,  and  coordinating  collection  of  data  on  tobacco 
control  measures. 

Standards  costs  for  equipment  and  expenses  of  staff  are  included  in  the  cost  estimation. 

Program  Services  Costs 

Remaining  funds  of  $12,408,267  would  be  allocated  in  contracts  for  Quitline  assistance, 
media,  and  local  community  evidence-based  initiatives. 

A well-funded  Quitline  is  needed  to  provide  on-going  support  in  quitting  tobacco  use  to 
any  Missourian.  The  Quitline  would  provide  cessation  coaching,  texting  support,  on-line 
support,  and  quitting  medications  - over-the  counter  and  prescription  to  those  without 
prescription  drug  benefits  - as  approved  by  the  U.S.  Food  and  Drug  Administration. 


A comprehensive  tobacco  control  program  must  include  paid  media  to  promote  health 
messages  to  adults,  youth  and  communities  on  issues  of  not  using  tobacco  and 
eliminating  exposure  to  secondhand  smoke. 

Finally,  contracts  would  be  offered  to  local  entities  to  implement  evidence-based, 
community-based  interventions  in  cessation,  youth  initiation,  and  secondhand  smoke 
exposure.  Contractors  would  include  local  public  health  agencies,  faith-based 
organizations,  non-profit  organizations,  educational  institutions.  These  would  be  sought 
through  requests  for  proposals  (to  be  developed  by  the  Planner  III). 

Evidence-based  interventions  conducted  by  contractors  would  include  those  supporting 
the  goals  of  comprehensive  tobacco  control: 

• Reducing  tobacco  use  through  local  tobacco  cessation  - for  example,  one-on-one 
interventions  with  individuals  needing  face-to-face  coaching  or  in  culturally  sensitive 
settings  for  those  with  a disproportionate  burden  of  tobacco  use. 

• Reducing  youth  initiation  through  prevention  - for  example,  youth  leadership  in 
educating  their  communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful 
to  health,  developing  local-focused  media. 

• Exposure  to  secondhand  smoke  - for  example,  local  coalitions  educating  their 
communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful  to  health, 
developing  local-focused  media. 

Contracts  could  also  be  funded  to  support  state  and  local  surveillance  and  evaluation 
efforts  to  demonstrate  the  effectiveness  of  the  funded  interventions. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $313,700,000  annually. 


If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  31.5  mills  per 
cigarette  ($0.63  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $289.8  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.2  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund.  The  legislation  authorizes  the 
collection  of  five  percent  annually  of  the  net  proceeds  from  the  moneys  collected  under 
sections  149.017  and  149.161  to  be  additional  funding  for  the  Missouri  Department  of 
Health  and  Senior  Services. 


The  Department  estimates  $15.7  million  of  additional  funding  for  the  Missouri 
Department  of  Health  and  Senior  Services  as  a result  of  this  section. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board.  Five 
percent  of  the  new  revenue  collected  is  to  be  used  by  the  MO  Department  of  Health  and 
Senior  Services  to  establish,  maintain  and  enhance  activities,  programs  and  initiatives  to 
promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  No  more  than 
15%  of  these  moneys  may  be  used  by  DHSS  to  promote  public  health  for  tobacco-related 
diseases,  such  as  student  loan  forgiveness  or  scholarships  for  medical  professionals. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  31%  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 


Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  3114  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $132.3  million  in  FY17 
and  $264.7  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.0  million  in  FY17  and  $1.9  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.0  million  in  FY17  and  $1.9  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.2  million  in  FY17  and  $4.3  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$6.2  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.1  million,  and  local 
sales  tax  will  be  reduced  by  $8.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 


Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 


Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $272.6 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $1.9  million,  the  Health  Initiatives  fund  by  $2.5  million,  and  the  State  School 
Moneys  Fund  by  $4.3  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $6.4 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.2  million,  and  local  sales 
tax  will  be  reduced  by  $9.1  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 


$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-106  & 16-110 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $27 1 million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $271  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $27 1 million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $246  million  to  $313  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 


RECEIVED 
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state  auditors  office 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


September  17,  2015  Ks~lk_ 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196&  149,  version  11  (2016-109) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  ^ 


c /» 

(/> 


(INSERT  BALLOT  TITLE  HERE) 


l 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF CO 

r*- 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  1 do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1 . Sections  149.017  and  149.161.  and  certain  amendments  to  196.1003  and  210.102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( H Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


121  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

131  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


ZJt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 


CJ"1 

xn 


(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilizatioh  of 

existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  af 
children  in  Missouri;  " f> 

ro 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 


(3)  Develop  a plan  to  improve  the  quality  of  children’s  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 


(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 


(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 


(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 


(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31.  2016.  IThere  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


( 1 ) A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members' a chairperson,  vice  chairperson^  secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1,  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,,  and 


social  services: 


I (j -ICft 

(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fi  fteenth  of  20 1 8 and 
each  vear  thereafter: 
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(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  fftm  birth 

through  age  five  of  this  state;  ^ x rf* 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five;  — \ 


(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 


(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15T2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

( 1 0)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

( 1 3)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(193  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees; 

(2D  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 
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(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 
( 1 1 Increasing  access  to  existing  quality  early  childhood  development  programs: 


(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 


(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 


7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section:  ^ 

( 1 1 Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  obiectivefr'ftf 
this  section:  C~  ' r 


(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 

t- ; 

(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 


\ 


rp 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(11  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residencvpopulation  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9[2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  ofthe 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149. 161.  less  anv  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  tor 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(31  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by_the  coordinating  board  for 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1)  through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1 , 20 1 7 shall  be  invalid  and  void. 

16.  Notwithstanding  the  provisions  of  this  section,  section  149,017.  or  section  149.065,  five  percent,  to  be  collected  annually,  of 
the  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of  establishing,  maintaining,  and  enhancing 
activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide 
tobacco  control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive  statewide  tobacco  control  program 
shall  be  consistent  with  the  United  States  Centers  for  Disease  Control  and  Prevention’s,  or  its  successor  agency’s,  b&t.practices 
and  guidelines  for  tobacco  control  programs,  if  any,  and  shall  be  designed  to  be  effective  to  prevent  arid  reduce  tobacco  use, 
reduce  the  public’s  exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco  use  and  its  effects 
among  different  population  groups.  The  components  of  the  comprehensive  statewide  tobacco  control  program  shall  include,  but 
not  be  limited  to:  state  and  community  based  interventions,  health  communication  interventions,  cessation  interventions, 
surveillance  and  evaluation,  and  administration  and  management.  No  more  than  fifteen  percent  of  the  moneys  in  this  subsection 
may  be  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  activities,  programs,  and  initiatives  that  promote 
public  health  for  tobacco-related  diseases,  such  as  programs  to  provide  student  loan  forgiveness  or  scholarships  for  medical 
professionals  who  work  in  underserved  areas  of  the  state,  but  that  are  not  part  of  the  comprehensive  statewide  tobacco  control 
program.  Moneys  pursuant  to  this  subsection  expended  by  the  Missouri  Department  of  Health  and  Senior  Services  for  the 
purpose  of  promoting  public  health  for  tobacco-related  diseases  shall  be  used  solely  for  that  purpose  and  shall  not  be  used  directly 
or  indirectly  for  research  activities. 

149.017.  1.  Beginning  January  1,  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,015.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021. 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149, 161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149. 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1.5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210. 102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section; 


6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  I. 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149. 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo_or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  2 10.320, or  revenues  to  local  governments 
under  lawfiillv  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  1 49, 1 61 , an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340,  210.320,  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 


transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  hot 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149,161  during  that  same  year- 


149. 161.  Beginning  on  January  1. 2017,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  bv  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1.  2016. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amouffts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold;  ,-o 

for  each  of  2007  and  each  year  thereafter:  $.0 1 88482  per  unit  sold;, 

\ 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  lX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1.  2017.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  [State’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  1 00  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210. 102 [State's  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State's  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-109) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  petition 
provides  funds  for  a comprehensive  tobacco  control  program,  which  is  already 
administered  by  the  Department.  However  the  current  funding  appropriated  is  only  3 
percent  of  the  total  funding  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
recommends  for  the  state  of  Missouri  to  have  a fully  funded  comprehensive  tobacco 
control  program.  The  additional  funds  in  this  proposal  would  be  used  to  enhance  and 
expand  the  existing  program  and  would  bring  the  total  funding  available  to  16  percent  of 
CDC’s  recommendation  (CDC  recommendation  is  $73  million).  While  Missouri 
currently  has  one  of  the  lowest  tax  rates  for  tobacco  products,  it  has  one  of  the  highest 
tobacco  use  rates. 

Rental  space  for  five  staff  located  in  Jefferson  City,  one  staff  in  Kansas  City,  and  one 
staff  in  St.  Louis  would  be  required:  7 full-time  employees  (FTE)  x 230  sq  ft/FTE  x 
$16.75/sq  ft  =$26,967.50. 

There  is  a potential  to  affect  small  businesses  that  sell  cigarettes  and  other  tobacco 
products.  Research  has  shown  that  interventions  that  increase  the  price  of  tobacco 
products  reduce  consumption. 

The  petition  requires  that  5 percent  of  the  net  proceeds  collected  by  the  tax  increases  be 
allocated  to  the  Missouri  Department  of  Health  and  Senior  Services  for  the  purpose  of 
establishing,  maintaining,  and  enhancing  activities,  programs,  and  initiatives  to  promote 
tobacco  use  quit  assistance  and  prevention,  including  a comprehensive  statewide  tobacco 
control  program,  and  public  health  for  tobacco-related  diseases.  The  comprehensive 
statewide  tobacco  control  program  shall  be  consistent  with  the  United  States  Centers  for 
Disease  Control  and  Prevention’s  (CDC)  guidelines  for  tobacco  control  programs,  and 
shall  be  designed  to  be  effective  to  prevent  and  reduce  tobacco  use,  reduce  the  public's 
exposure  to  secondhand  smoke,  and  identify  and  eliminate  disparities  related  to  tobacco 
use  and  its  effects  among  different  population  groups.  The  components  of  the 
comprehensive  statewide  tobacco  control  program  shall  include,  but  not  be  limited  to: 
state  and  community  based  interventions,  health  communication  interventions,  cessation 
interventions,  surveillance  and  evaluation,  and  administration  and  management. 


Revenue: 

Section  149.017,  raises  the  tax  on  cigarettes  to  25  mills  per  cigarette  beginning  January 
1,  2017.  The  Office  of  Administration  Budget  and  Planning  estimates  the  total  cigarette 
tax  revenue  as  a result  of  this  increase  to  be  $214,400,000. 

Section  149.061  levies  an  additional  5 percent  tax  on  the  first  sales  of  tobacco  products 
other  than  cigarettes  beginning  January  1,  2017.  The  Office  of  Administration  Budget 
and  Planning  estimates  the  total  additional  tax  collected  on  other  tobacco  products  to  be 
$7,900,000. 

Section  149.017.2  requires  the  additional  tax  on  cigarettes  to  be  stamped  in  accordance 
with  the  provisions  of  existing  sections  149.015  and  149.021.  This  creates  an  allowance 
of  3 percent  of  the  cigarette  taxes  to  the  wholesaler  for  the  compensation  for  the  time 
required  to  affix  the  stamps. 

Section  149.017.5  allows  for  up  to  1.5  percent  of  the  total  funds  collected  to  be 
appropriated  from  the  fund  to  the  state  for  the  purposes  of  collecting  and  enforcing  the 
taxes  of  this  section.  This  estimate  assumes  that  1.5  percent  will  be  appropriated  for  this 
use. 

Section  210.102.16  allocates  5 percent  of  the  net  proceeds  of  money  collected  as 
provided  in  sections  149.017  and  149.161  to  the  Missouri  Department  of  Health  and 
Senior  Services  for  the  purpose  of  funding  a comprehensive  tobacco  control  program. 

The  estimated  revenues  for  calendar  year  2017  are  calculated  as  follows: 


Cigarette  tax 

$214,400,000 

Other  tobacco  products  tax 

$7,900,000 

Less  3%  of  cigarette  tax  for  stamps 

($6,432,000) 

Total  tax  collected 

$215,868,000 

Less  1.5%  administrative  fee 

(3,238,020) 

Net  Proceeds 

$212,629,980 

5%  of  net  proceeds  for  DHSS 

$10,631,499 

Since  the  additional  tax  would  not  start  until  January  1,  2017,  it  is  assumed  the  first 
appropriation  of  funds  for  the  expanded  comprehensive  tobacco  control  program  would 
start  in  the  2018  fiscal  year. 

Costs 

The  assumptions  used  for  calculating  the  cost  to  the  Department  are  as  follows: 

Personnel  needs: 

One  Planner  III  (Range  A48,  Step  B): 

Two  Health  Educator  III  (Range  A25,  Step  B): 

One  Health  Program  Representative  III  (Range  A24,  Step  B): 


$45,156 

$80,760 

$38,928 


One  Health  Program  Representative  I/II  (Range  A 18,  Step  B):  $30,984 

One  Sr.  Off.  Support  Assistant,  Keyboard  (Range  A09,  Step  F):  $25,824 

One  Public  Health  Epidemiologist  (Range  A32,  Step  A)  $55,416 

The  Planner  III  would  work  with  multiple  partners  across  the  state  to  identify,  plan,  and 
implement  evidence-based  programs  in  comprehensive  tobacco  control.  Duties  would 
include  preparing,  reviewing  and  approving  applications  for  funding;  supervising 
assigned  staff;  and  assuring  an  evaluation  plan  consistent  with  Department  goals  for 
comprehensive  tobacco  control  and  chronic  disease  prevention  is  executed. 

The  two  Health  Educator  Ills  would  be  stationed  in  Kansas  City  and  St.  Louis  to  work 
directly  with  contractors  in  the  major  metropolitan  areas  and  surrounding  counties 
providing  technical  assistance  on  implementing  community  based  interventions.  Duties 
would  include  technical  assistance,  training  and  education  in  comprehensive  tobacco 
control  issues. 

The  Health  Program  Representative  III  would  work  with  the  Program  Coordinator,  the 
Planner  III,  and  the  Office  of  Public  Information  to  assure  a media  plan  consistent  with 
Department  goals  for  comprehensive  tobacco  control  and  chronic  disease  prevention  is 
executed. 

The  Health  Program  Representative  I/II  would  be  responsible  for  contract  management, 
contract  monitoring,  invoice  tracking,  etc. 

The  Senior  Office  Support  Assistant  (Keyboard)  would  provide  support  to  the  staff 
located  in  field  offices,  including  the  four  employees  currently  in  the  field.  Duties  would 
include  such  activities  as  making  arrangements  for  training  and  travel,  preparing  expense 
reports,  assembling  training  packets,  routing  and  tracking  program  documents,  and 
answering  the  phone  for  the  program. 

The  Public  Health  Epidemiologist  will  oversee  the  surveillance  and  evaluation  activities 
of  the  program,  developing  evaluation  plans,  assuring  all  interventions  are  appropriately 
evaluated,  preparing  evaluation  reports,  and  coordinating  collection  of  data  on  tobacco 
control  measures. 

Standards  costs  for  equipment  and  expenses  of  staff  are  included  in  the  cost  estimation. 

Program  Services  Costs 

Remaining  funds  of  $10,005,3 10  would  be  allocated  in  contracts  for  Quitline  assistance, 
media,  and  local  community  evidence-based  initiatives. 

A well-funded  Quitline  is  needed  to  provide  on-going  support  in  quitting  tobacco  use  to 
any  Missourian.  The  Quitline  would  provide  cessation  coaching,  texting  support,  on-line 
support,  and  quitting  medications  - over-the  counter  and  prescription  to  those  without 
prescription  drug  benefits  - as  approved  by  the  U.S.  Food  and  Drug  Administration. 


A comprehensive  tobacco  control  program  must  include  paid  media  to  promote  health 
messages  to  adults,  youth  and  communities  on  issues  of  not  using  tobacco  and 
eliminating  exposure  to  secondhand  smoke. 

Finally,  contracts  would  be  offered  to  local  entities  to  implement  evidence-based, 
community-based  interventions  in  cessation,  youth  initiation,  and  secondhand  smoke 
exposure.  Contractors  would  include  local  public  health  agencies,  faith-based 
organizations,  non-profit  organizations,  educational  institutions.  These  would  be  sought 
through  requests  for  proposals  (to  be  developed  by  the  Planner  III). 

Evidence-based  interventions  conducted  by  contractors  would  include  those  supporting 
the  goals  of  comprehensive  tobacco  control: 

• Reducing  tobacco  use  through  local  tobacco  cessation  - for  example,  one-on-one 
interventions  with  individuals  needing  face-to-face  coaching  or  in  culturally  sensitive 
settings  for  those  with  a disproportionate  burden  of  tobacco  use. 

• Reducing  youth  initiation  through  prevention  - for  example,  youth  leadership  in 
educating  their  communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful 
to  health,  developing  local-focused  media. 

• Exposure  to  secondhand  smoke  - for  example,  local  coalitions  educating  their 
communities  on  why  tobacco  use  and  secondhand  smoke  are  harmful  to  health, 
developing  local-focused  media. 

Contracts  could  also  be  funded  to  support  state  and  local  surveillance  and  evaluation 
efforts  to  demonstrate  the  effectiveness  of  the  funded  interventions. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $250,700,000  annually. 


If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  twenty-five 
mills  per  cigarette  ($0.50  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 
also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $230  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.2  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund.  The  legislation  authorizes  the 
collection  of  five  percent  annually  of  the  net  proceeds  from  the  moneys  collected  under 
sections  149.017  and  149.161  to  be  additional  funding  for  the  Missouri  Department  of 
Health  and  Senior  Services. 


The  Department  estimates  $12.5  million  of  additional  funding  for  the  Missouri 
Department  of  Health  and  Senior  Services  as  a result  of  this  section. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 
Finally,  five  percent  of  the  net  proceeds  from  the  additional  tobacco  taxes  are  to  be  used 
for  the  Department  of  Health  and  Senior  Services  for  establishing,  maintaining,  and 
enhancing  activities,  programs,  and  initiatives  to  promote  tobacco  use  quit  assistance  and 
prevention,  including  a comprehensive  statewide  tobacco  control  program,  and  public 
health  for  tobacco-related  diseases.  No  more  than  15%  of  these  moneys  may  be  used  by 
DHSS  to  promote  public  health  for  tobacco-related  diseases,  such  as  student  loan 
forgiveness  or  scholarships  for  medical  professionals. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  25  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 


reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund,  local  tobacco  taxes  and  for  local  sales  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  25  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $107.2  million  in  FY17 
and  $214.4  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $1.7  million  in  FY17  and  $3.5  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.0  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.1  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 


Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 


Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $222.3 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $1.6  million,  the  Health  Initiatives  fund  by  $2.2  million,  and  the  State  School 
Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $5.2 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.4  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 


$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-105  & 16-109 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $222  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $222  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 


2 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 


4 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $222  million  in  new  state  revenue  to  improve  early  childhood  health 

5 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $200  million  to  $250  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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State  Ineormation  Center 
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Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  2 10,  196  & 149,  version  10(2016-108) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  1 7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick. State  Ineormation  Center 
600  w.  Main  Street  • Jeeeerson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


C/1 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers)  or* 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


\(n-IC& 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210. 102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161.  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( 1 )  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(31  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to:  'SS 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination, cooperation,  more  effective  utilization  of 

existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri;  __i 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

...  co 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to:’  .. 

CP 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2,]1  For  years  ending  on  or  before  December  3 1 . 20 1 6,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.ffom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  ol  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members; 


( I ) The  director  or  the  director’s  desienee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner's  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(53  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (53  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]S.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of20 1 8 and 
each  year  thereafter: 
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(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 

through  age  five  of  this  state;  - 


(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 
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(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15f2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  thissection; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees; 


(2 1 )  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 
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(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 1 Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(21  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community;  and 
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(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families.  q-\ 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 


( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.01 7 and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through_9[2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9[2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  of  the  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  less  anv  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  tor 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  by  the  coordinating  board  for  early  childhood; 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by. 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
earlv  childhood: 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1,  2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

1 49.0 1 7.  1 . Beginning  January  1 , 20 1 7.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,015.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  fifty  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  I4&02I. 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  I of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as  ' 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149, 161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149. 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

2 1 0. 1 02.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  by  this  section  and  section  149. 161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210,102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149,161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66,340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320,or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  1 49, 1 6 1 . an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340.  210.320,  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149, 16 1 during  that  same  year. 

149, 161 . Beginning  on  January  I,  2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149, 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  safe 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  bv  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1 , 20 1 6. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  ll(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  1 5 of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1 999:  $.009424 1 per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold^ 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  lX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (Df  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1 . 20 1 7.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  fin  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102fState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.102rState’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a succ&Slful 
prosecution  under  this  section.  . 0/1 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-108) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $492,700,000  annually. 

If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  50  mills  per 
cigarette  ($  1 .00  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 


also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $484.1  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  50  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  50  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $198.6  million  in  FY17 
and  $397.5  million  once  fully  implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.4  million  in  FY17  and  $2.8  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.4  million  in  FY17  and  $2.8  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $3.2  million  in  FY17  and  $6.4  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$9.3  million,  the  School  District  Trust  Fund  will  be  reduced  by  $3.1  million,  and  local 
sales  tax  will  be  reduced  by  $13  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $405.4 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.8  million,  the  Health  Initiatives  fund  by  $3.4  million,  and  the  State  School 
Moneys  Fund  by  $6.4  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $9.5 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $3.2  million,  and  local  sales 
tax  will  be  reduced  by  $13.3  million  once  fully  implemented  in  FY18. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 


Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-108  & 16-112 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $395  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $395  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.72  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $395  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

6 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 


Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $367  million  to  $492  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196  & 149,  version  9 (2016-107) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

administrative:  Rules  ■ Business  Services  • Elections  • publications  • Securities  • State  archives  • State  library  • wolfner  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 
this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis)^  ipy  registered 


voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 
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(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  20 1__. 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE.  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161,  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( 1 ) Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in.Tull  force  and 
effect. 
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2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 
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(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-beirig  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs;  cn 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 


(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 


(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1. 2016,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.ffom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1,  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

(1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(43  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (53  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(1 1)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section: 

(20)  Provide  technical  assistance  to  grantees: 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 


(1)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

( 1 )  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  bBlectlves  of 

this  section:  V'v  " 
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(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 
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8,  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 


( 1 ) Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10,  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  of  the  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  hind. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  less  any  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund- 


12.  No  more  than  eight  percent  of  the  moneys  received  by  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1)  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  by  the  coordinating  board  for  early  childhood: 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
early  childhood; 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1,  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536,028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1, 2017  shall  be  invalid  and  void. 

149.017.  1.  Beginning  January  1. 2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.015,  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  thirtv-six  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 
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4.  The  provisions  of  section  149,065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149. 161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  nott'd 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  by  this  section  and  section  149.161  shall  constitute  new  and  additional  (finding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1. 
2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  by  this  section  and  section  149. 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chanter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  2 10.320. or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  by  the  taxes  imposed  by  this  section  and  section  149.161,  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  by  sections  66.340.  210.320,  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  by  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  any  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year- 

149, 161.  Beginning  on  January  1. 2017,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1,  2016. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  Il(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1 999:  $.009424 1 per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(PI  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  31.2017.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102[State’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.102rState’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-107) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $357,200,000  annually. 

If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  thirty-six 
mills  per  cigarette  ($0.72  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 


also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $348.6  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  36  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  36  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $149.2  million  in  FY17 
and  $298.3  million  once  fully  implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.1  million  in  FY17  and  $2.2  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.1  million  in  FY17  and  $2.2  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.4  million  in  FY17  and  $4.8  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$6.9  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.2  million,  and  local 
sales  tax  will  be  reduced  by  $9.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $306.2 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $2.2  million,  the  Health  Initiatives  fund  by  $2.8  million,  and  the  State  School 
Moneys  Fund  by  $4.8  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $7.1 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.4  million,  and  local  sales 
tax  will  be  reduced  by  $10.1  million  once  fully  implemented  in  FY18. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 
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Edward  D.  Greim 
Graves  Garrett,  LLC 
1100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-107  & 16-111 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $303  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $303  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.72  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $303  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $276  million  to  $357  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 


James  C.  Kirkpatrick. 

STATE  INFORMATION  CENTER 

(573)751  4936 


September  17,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

SEP  I 7 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751  2301 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196  & 149,  version  8 (2016-106) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


r--i 


on 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


co 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 

, A.D.  201 - 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


It/HOCo 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196. 1003, 210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

2 1 0. 1 02.  I . Sections  149.017  and  149,161.  and  certain  amendments  to  196.1003  and  210.102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  fall  force  and 
effect.  'cLn 
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2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 


(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of  C 

existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of  i 
children  in  Missouri;  s co  ' ' 

r— “ 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs;  s? 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 


(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 


(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  stateagency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1.  2016.  [There  is  hereby  established  within  the  children's  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 


( 1 ) A representative  from  the  governor's  office; 

(2)  A representative_from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.  2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 


(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member's  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (53  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.J5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 


(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 18  and 
each  year  thereafter: 


(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  frOfn  birth 
through  age  five  of  this  state; 
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(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 
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(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15  [2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


( 1 4)  Adopt  and  use  an  official  seal; 

(1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees; 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state,  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(13  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 


(5~)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 


(1)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 


7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section:  io 

tl)  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section:  1 ;.  \ -3 

(2)  Whether  the  project  or  activity  leverages  matching  dollars:  — 1 !_'-2 


(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 
(43  The  sustainability  of  the  project  or  activity. 


8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(13  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(23  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019,  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(33  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

IQ,  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9(2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9 [2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected_as 
provided  in  sections  149,017  and  149,161.  less  anv  reduction  allowed  in  section  149,021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 3 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(23  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(33  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(43  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(53  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
earlv  childhood: 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1 ) through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  I.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 , 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028,  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149.017,  1.  Beginning  January  1. 2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.015.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  thirtv-one  and  one  half  mills  per 
cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsect  jop  I of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

po 

3.  The  tax  on  anv  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section- and 
section  149,161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from-fhe 
general  revenue  fund  as  well  as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  iiflhe 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149, 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.. The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  I, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149, 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund,. 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149,  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  210.320.or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161 , an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fiind  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340.  210.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fund  or  funds.  The  aggregate  amount 
transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149, 161  during  that  same  year. 

149. 161.  Beginning  on  January  1 . 2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31, 201  (j 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 


(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jij)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0 1 047 1 2 per  unit  sold; 

for  each  of2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  tunds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(Dt  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1 . 20 1 7.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  [State’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2IQ.102[State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-106) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $3 13,600,000  annually. 

If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  31.5  mills  per 
cigarette  ($0.63  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 


also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $305  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  31 A mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  sales  and  tobacco  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  31 A mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $132.3  million  in  FY17 
and  $264.7  million  once  fully  implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $1.0  million  in  FY17  and  $1.9  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $1.0  million  in  FY17  and  $1.9  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $2.2  million  in  FY17  and  $4.3  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$6.2  million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.1  million,  and  local 
sales  tax  will  be  reduced  by  $8.8  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $272.6 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $1.9  million,  the  Health  Initiatives  fund  by  $2.5  million,  and  the  State  School 
Moneys  Fund  by  $4.3  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $6.4 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $2.2  million,  and  local  sales 
tax  will  be  reduced  by  $9.1  million  once  fully  implemented  in  FY18. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-106  & 16-110 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $27 1 million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $271  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $27 1 million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

Works  Cited 

Barnett,  W.,  & Masse,  L.  (2007).  Comparative  benefit-cost  analysis  of  the  Abecedarian  program 
and  its  policy  implications.  Economics  of  Education  Review,  113-125. 

Bartik,  T.  J.,  Gormley,  W.,  & Adelstein,  S.  (2012).  Earnings  benefits  of  Tulsa’s  pre-K  program 
for  different  income  groups.  Economics  of  Education  Review,  1143-1161. 

Heckman,  J.  J.,  & Masterov,  D.  V.  (2007).  The  productivity  argument  for  investing  in  young 
children.  Review  of  Agricultural  Economics,  446-493. 

Heckman,  J.  J.,  Moon,  S.,  Pinto,  R.,  Savelyev,  P.  A.,  & Yavitz,  A.  (2010).  The  rate  of  return  to 
the  HighScope  Perry  Preschool  Program.  Journal  of  Public  Economics,  114-128. 

Temple,  J.  A.,  & Reynolds,  A.  J.  (2007).  Benefits  and  costs  of  investments  in  preschool 
education:  Evidence  from  Child-Parent  Centers  and  related  program.  Economics  of  Education 
Review,  126-144. 


Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $246  million  to  $313  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


September  17,  2015 


Elections  Division 
(573)751-2301 


lOr-ICS 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196  & 149,  version  7 (2016-105) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  September  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


Cv.. 

V 


(INSERT  BALLOT  TITLE  HERE) 


NO 

t n 
•o 

— i 


;-o 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


co 

co 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 


, A.D.  201 . 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

2 1 0. 1 02.  1 . Sections  149,017  and  149.161,  and  certain  amendments  to  196,1003  and  210,102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 
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(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limitecfte; 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services;- 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and'.s6cial 

services;  Cf? 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]T  For  years  ending  on  or  before  December  3 1 . 20 1 6.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.  2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1)  The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


U- 


social  services; 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (53  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  frpfh  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15f2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(1 1)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(204  Provide  technical  assistance  to  grantees; 

(2 It  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 

6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs: 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 


(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 


(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 


7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

r-~l 

( 1 ) Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 

this  section:  • r~ ■_  • , 

>.  . \ -o 

(2)  Whether  the  project  or  activity  leverages  matching  dollars:  \ 


(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 


a 


8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 


9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 


( 1 ) Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  ofthe 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149. 161.  less  anv  reduction  allowed  in  section  149,021 . Interest  and  moneys  earned  on  the  fun_d 
shall  be  credited  to  the  fund- 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( I ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(3)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(4)  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
earlv  childhood; 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1 ) through  (4)  of  this  subsection. 

13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  I.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  mav  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149.017.  1.  Beginning  January  1.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,01 5.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149,015  and  149,021. 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 
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4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from,  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in'the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section  J 
149, 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement  03 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 


6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149. 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320  or  revenues  to  local  governments  under  lawfully  enacted  sales  taxes. 
If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  any  of  those  funds  pursuant  to  chapter  149.  RSMo  or 
revenues  generated  from  local  tobacco  taxes  authorized  under  sections  66.340  and  2 10.320. or  revenues  to  local  governments 
under  lawfully  enacted  sales  taxes  has  been  directly  caused  bv  the  taxes  imposed  by  this  section  and  section  149,161,  an  amount 
equal  to  the  amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local 
tobacco  taxes  authorized  bv  sections  66.340. 2 10.320.  and  sections  providing  authority  for  local  government  sales  taxes  because 
of  the  taxes  imposed  bv  this  section  and  section  149,161  shall  be  transferred  from  the  early  childhood  health  and  education  trust 
fund  pursuant  to  section  2 1 0. 1 02  as  follows:  first,  to  the  appropriate  political  subdivisions,  second,  to  local  governments  to 
account  for  anv  decrease  in  local  sales  tax  collections,  and  third  to  the  appropriate  fond  or  funds.  The  aggregate  amount 
transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not 
exceed  four  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section  149,161  during  that  same  year- 

149. 161.  Beginning  on  January  1,  2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  .first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer's  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1 . 201 6. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  ll(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 
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(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(Pi  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  all  years  ending  on  or  after 
December  3 1 . 201 7.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 102  f State’s  general  revenue  fiind]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210. 102 [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-105) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  September  17,  2015) 


Date 


October  7,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
this  proposal  would  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  fiscal  year  (FY)  2017  on  their  department,  creating 
additional  expense  for  IT  consultants,  and  will  increase  revenues  for  the  Early  Childhood 
Health  and  Education  Trust  Fund  by  $250,700,000  annually. 

If  approved  by  voters,  this  petition  increases  the  revenue  stream  for  the  Early  Childhood 
Health  and  Education  Trust  Fund,  but  creates  a negative  impact  to  general  revenue. 

Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  25  mills  per 
cigarette  ($0.50  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a retailer  are  not  subject  to  the  additional  tax  before  retail  sale.  The  petition 


also  allows  for  up  to  one  and  one-half  percent  collection  fee  of  the  total  moneys  collected 
in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health 
and  Senior  Services  (DHSS),  to  annually  determine  if  the  taxes  result  in  a decrease  in 
consumption  of  tobacco  products.  The  Departments  must  further  determine  if  there  are 
reductions  in  moneys  collected  and  deposited  into  the  fair  share  fund,  health  initiatives 
fund,  or  the  state  school  moneys  fund  or  local  tobacco  taxes. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $242.1  million 
per  year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax. 

With  the  additional  assessed  tax,  the  Department  estimates  an  increase  of  $8.6  million  per 
year  to  the  Early  Childhood  Health  and  Education  Trust  Fund. 

Section  196.1003 

The  amount  of  the  excess  escrow  released  must  be  for  units  sold  during  all  years  ending 
on  or  after  December  3 1,  2017,  zero  percent. 

Section  210.102 

The  section  creates  the  Early  Childhood  Health  and  Education  Act.  Beginning  in  2017, 
the  Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under 
the  purview  of  the  Department  of  Elementary  & Secondary  Education  (DESE). 
Subsection  1 1 creates  the  Early  Childhood  Health  and  Education  Trust  Fund.  The 
legislation  deposits  all  moneys  collected  under  sections  149.017  and  149.161,  less  any 
reductions  allowed  in  section  149.021,  into  the  trust  fund. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  and  Education  Trust  Fund  requires  changes  to  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  initiative  petition. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  cigarette  tax  by  25  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund,  local  tobacco  taxes  and  for  local  sales  taxes.  If  a 
reduction  in  consumption  is  found,  then  up  to  4%  of  the  new  revenue  collected  is  to  be 
distributed  to  the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold 
them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a “qualifying 
statute”,  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  FY15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8)  elasticity. 
Therefore,  OA  estimates  a tax  increase  of  25  mills  per  cigarette  in  January  2017  will 
increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $107.2  million  in  FY17 
and  $214.4  million  once  fully  implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $1.7  million  in  FY17  and  $3.5  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.0  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.1  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $222.3 
million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair  Share 
Fund  by  $1.6  million,  the  Health  Initiatives  fund  by  $2.2  million,  and  the  State  School 
Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue  General  Revenue  will  be  reduced  by  $5.2 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.4  million  once  fully  implemented  in  FY18. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  an 
undetermined  fiscal  impact  on  the  university,  to  the  extent  the  petition  would  affect  any 
general  revenue  allocated  to  their  university. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  16-105  & 16-109 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $222  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $222  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

-8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
would  raise  approximately  $222  million  in  new  state  revenue  to  improve  early  childhood  health 
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and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 

Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 
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Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 

http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http  ://tobaccofreekids  .org/research/factsheets/pdf/0 1 47  .pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 

State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates, 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 
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The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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3534  Washington  Ave 
St.  Louis,  Missouri  63103 


September  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  to  one  dollar  increase  in  Missouri’s 
cigarette  tax,  Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in 
particular  the  states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  to  one  dollar 
increase  in  the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive. 
Moreover,  regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for 
cigarettes  will  remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely 
the  same.  An  estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from 
societal  trends  is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result 
in  a net  increase  to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  a phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  63  cent 
cigarette  tax  increase  will  result  in  approximately  263  million  dollars  of  revenue  in  calendar  year 
2017.  An  immediate  72  cent  cigarette  tax  increase  will  result  in  approximately  295  million 
dollars  of  revenue  in  calendar  year  2017.  An  immediate  80  cent  cigarette  tax  increase  will  result 
in  approximately  323  million  dollars  of  revenue  in  calendar  year  2017.  An  immediate  one  dollar 
cigarette  tax  increase  will  result  in  approximately  387  million  dollars  of  revenue  in  calendar  year 
2017.  These  estimates  assume  a 1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the 
5%  increase  in  the  tax  on  non-cigarette  tobacco  products  will  result  in  approximately  8 million 
dollars  of  revenue  annually.  There  may  be  a small  decrease  in  revenue  collection  for  each  phase 
of  the  additional  tax  due  to  lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  in  cigarette  taxes  will  be  by  an  amount  less  than  $1  million.  By  any  reasonable 
estimate,  4%  of  the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease 
in  revenue  associated  with  local  tobacco  taxes  and  local  sales  taxes.  Accordingly,  any  such 
decrease  will  be  offset  as  a result  local  revenue  from  the  transfer  of  funds  to  localities  with  local 
tobacco  taxes  and  local  sales  taxes.  Additionally,  while  direct  local  revenue  is  zero,  there  are 
positive  indirect  effects  the  may  result  in  additional  revenue  to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  and  St.  Louis  Community 
College. 

Liscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $200  million  to  $250  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 
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STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  12  (2016-104) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 


600  W.  Main  Street*  Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


STATE  OF  MISSOURI,  COUNTY  OF 


CIRCULATOR'S  AFFIDAVIT 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME? 

(Printed  orTyped) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 


or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and 


County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri 


that  the  Constitution  be  amended: 


Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1,  2,  3,  and  4 to  read  as  follows: 


Article  XIV 
Section  1 . 


L No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government, 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly:  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department  division,  agency  or  board  or  commission  thereof:  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof:  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 
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influence  any  action  by  a locally  elected  government  official ; and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 


"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or  7^ 

purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 
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1 . Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 
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(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  one  thousand  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  hundred  fifty 
dollars. 

The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1,  2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  first  day  of  January  in  each  even-numbered  year  by  multiplying  the  base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar 
amount,  for  all  years  after  January  1,  2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  No  candidate  for  public  office  shall  accept  a contribution  from  an  out-of-state  political 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  report  with 
the  ethics  commission. 

5.  No  political  committee  or  candidate  for  public  office  shall  accept  a contribution  from  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  States. 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributions  imposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organization  that  is 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  already  reached 
its  contribution  limit  under  any  law  relating  to  contribution  lim itations.  A committee  or 
organization  shall  be  deemed  to  be  primarily  funded  by  a single  person,  individual,  or  other 
committee  when  the  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly_or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 
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If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 


9.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 


1 1.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 


12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  forelection  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paving  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other 
than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

g.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 

unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 

o.  Interest  earned  on  deposit  of  candidate  committee  funds; 


(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 
person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written. 


graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 
committee  or  by  agents  of  the  candidate  or  candidate  committee. 
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(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a .„.j 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate's 
opponent  is  a contribution  in  any  of  the  following  circumstances: 


a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 
plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or 
indirectly  by  the  candidate; 
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b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  this  subparagraph,  the  term  "professional  campaign  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses 
that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,, or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval  of  thg 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf_durjng 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donorg 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 
"an  affiliate  of  a business  entity”  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 


(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5~)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
fivers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 
"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party’s  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-104) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 


requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


SEP  1 0 2015 

STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  1 1 (2016-103) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a cLss  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8>h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


rv 
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CD 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer)  Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 

davof 

, A.D.  201 

Printed  Name  of  Affiant 
Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-103 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1,  2,  3,  and  4 to  read  as  follows: 

Article  XIV 


Section  1. 


L No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  term  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly;  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 


1 


03 


10- 

influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 


"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone ^32. 
solicitation,  fundraising,  and  any  other  political  activities. 


Section  2. 


'-o 


L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 

other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local  ' 3 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of  **3 

contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person  cp 

other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 


(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  two  thousand  seven  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  one  thousand  dollars. 

The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount”  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1,  2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  first  day  of  January  in  each  even-numbered  year  by  multiplying  the  base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar 
amount,  for  all  years  after  January  1, 2015. 


2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 


3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  No  candidate  for  public  office  shall  accept  a contribution  from  an  out-of-state  political 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  report  with 
the  ethics  commission. 

5.  No  political  committee  or  candidate  for  public  office  shall  accept  a contribution  from  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  States. 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributions  imposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organization  that  is 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  already  reachgd 
its  contribution  limit  under  any  law  relating  to  contribution  limitations.  A committee  or 
organization  shall  be  deemed  to  be  primarily  funded  by  a single  person,  individual,  or  other 
committee  when  the  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or 
indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to.  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  thg 
contribution. 
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8. 


If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 


9.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 


1 1.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 


12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1 ) "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate’s  own  money  or  property  used  in  support  of  the  person's  candidacy  other 

than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

lx  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

a.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a^  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 


h,  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 

unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 


c.  Interest  earned  on  deposit  of  candidate  committee  funds; 


(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 
person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written, 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 
committee  or  by  agents  of  the  candidate  or  candidate  committee.  ^ 

c/> 


(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate's 
opponent  is  a contribution  in  any  of  the  following  circumstances: 

a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 
plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or 
indirectly  by  the  candidate; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 
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c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  this  subparagraph,  the  term  "professional  campaign  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses 
that  material  in  the  communication; 


c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval  of  the 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donors 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provi ded. 


4 


1GH0S 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 

(dl  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 

"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
fivers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 

"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a Fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 


Section  4. 

If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-103) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 


requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  XIV,  version  1 0 (20 1 6- 1 02) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  . 


. County  (or  City  of  St.  Louis),  respectfully 


order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  ofjSG  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


tn 

</> 
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(Official  Ballot  title] 


CD 


CIRCULATOR  S AFFIDAVIT 
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C.,0 


STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of. 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


1 6-  ICO. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  XIV  of  the  Constitution  relating  to  Ethics  is  created  by  adopting  four  new 
sections  to  be  known  as  Article  XIV  Sections  1, 2,  3,  and  4 to  read  as  follows: 

Article  XIV 

Section  1 . 


_L  No  statewide  elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid 
lobbyist,  register  as  a paid  lobbyist,  or  solicit  clients  to  represent  as  a paid  lobbyist  until  one 
year  after  the  expiration  of  any  tenn  of  office  for  which  such  official  is  elected.  No  statewide 
elected  officer  or  member  of  the  general  assembly  shall  act  or  serve  as  a paid  political 
consultant  or  solicit  clients  to  represent  as  a paid  political  consultant  during  any  term  of  office 
for  which  such  official  is  elected.  Any  paid  employee  of  such  officials  shall  also  be  barred 
from  acting  or  serving  as  a paid  lobbyist,  registering  as  a paid  lobbyist,  or  soliciting  clients  to 
represent  as  a paid  lobbyist  until  one  year  after  termination  of  their  employment.  Any  paid 
employee  of  such  officials  shall  also  be  barred  from  acting  or  serving  as  a paid  political 
consultant  or  soliciting  clients  to  represent  as  a paid  political  consultant  during  their 
employment. 

2.  No  statewide  elected  officer  or  member  of  the  general  assembly,  or  the  spouse,  dependent 
children,  staff  or  employees  of  such  officer  or  member,  or  any  department  or  division  director 
of  the  executive  branch,  or  any  judicial  branch  purchasing  officer  or  any  locally  elected 
government  official  shall  accept  any  gift,  tangible  or  intangible  item,  service,  or  thing  of 
value  from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  This 
subsection  shall  not  be  construed  to  prevent  any  public  official  from  accepting  contributions 
to  political  committees  under  his  or  her  control,  consistent  with  this  article  and  applicable 
law,  accepting  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  accepting 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
However,  no  such  public  official  or  committee  controlled  by  the  public  official  shall  accept 
an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  from  a lobbyist  or  lobbyist 
principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal. 

3.  No  lobbyist  shall  deliver  any  gift,  tangible  or  intangible  item,  service,  or  thing  of  value  in 
excess  of  five  dollars  per  occurrence  to  any  statewide  elected  officer  or  member  of  the 
general  assembly,  or  to  the  spouse,  dependent  children,  staff  or  employees  of  such  officer  or 
member,  or  to  any  department  or  division  director  of  the  executive  branch,  or  to  any  judicial 
branch  purchasing  officer,  or  to  any  locally  elected  government  official.  This  subsection  shall 
not  be  construed  to  prevent  a lobbyist  from  delivering  to  a public  official  any  contribution  to 
a political  committee  under  the  control  of  that  public  official,  consistent  with  this  article  and 
applicable  law,  any  informational  materials  such  as  books,  reports,  pamphlets,  calendars,  or 
periodicals  informing  the  public  official  regarding  his  or  her  official  duties,  or  items  that  are 
available  or  distributed  free  of  charge  to  members  of  the  general  public.  However,  no 
lobbyist  or  lobbyist  principal  or  organization  controlled  by  a lobbyist  or  lobbyist  principal 
shall  make  an  in-kind  contribution  of  food,  entertainment,  lodging,  or  travel  to  a public 
official  or  political  committee  controlled  by  a public  official. 

4.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  shall  prohibit  a 
paid  employee  of  a statewide  elected  official  from  acting,  serving  or  registering  as  a lobbyist 
for  such  employer  before  the  legislative  branch  of  state  government. 

5.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment  of  up  to  four 
years  or  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

6k  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the  taking, 
passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill,  appropriation, 
resolution,  amendment,  nomination,  appointment,  report  or  any  other  action  or  matter  in 
either  house  of  the  general  assembly  or  in  a legislative  committee  in  either  house  of  the 
general  assembly:  or  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence 
any  action  by  the  executive  branch  of  government  or  by  any  elected  or  appointed  official, 
employee,  department,  division,  agency  or  board  or  commission  thereof;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  purchasing  decision  by  the 
judicial  branch  of  government  or  by  any  elected  or  appointed  official  or  any  employee 
thereof;  or  any  natural  person  employed  specifically  for  the  purpose  of  attempting  to 


1 


influence  any  action  by  a locally  elected  government  official;  and  such  person  is  registered  as 
a lobbyist  with  the  ethics  commission  or  its  successor  agency. 


“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious  organization, 
nonprofit  entity,  corporation,  association  or  other  entity  who  retains,  designates,  employs, 
contracts  for  or  compensates  a lobbyist  and  is  listed  as  a principal  with  the  ethics  commission 
or  its  successor  agency. 


"Paid  political  consultant",  a person  or  organization  controlled  by  the  person  that  is  paid  to 
promote  the  election  of  a candidate,  group  of  candidates  or  the  interest  of  an  organization  or  ^ 
committee,  as  defined  under  the  campaign  finance  laws  of  this  state,  which  shall  include,  but,  . 
not  be  limited  to,  planning  campaign  strategies,  coordinating  campaign  staff,  organizing 
meetings  and  public  events  to  publicize  the  candidate  or  cause,  public  opinion  polling, 
providing  research  on  issues  or  opposition  background,  coordinating,  producing  or 
purchasing  print,  electronic,  digital,  broadcast  or  other  media,  direct  mail  production,  phone 
solicitation,  fundraising,  and  any  other  political  activities. 


Section  2. 
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L Unlimited  campaign  contributions  to  candidates  for  public  office  are  banned.  In  addition  to 
other  campaign  contribution  limitations  or  restrictions  provided  for  by  law  and  unless  local 
charter  or  ordinance  provides  for  a lower  contribution  limit  for  a local  office,  the  amount  of 
contributions  made  to  or  accepted  by  any  candidate  or  candidate  committee  from  any  person 
other  than  the  candidate  in  any  one  election  for  public  office  shall  not  exceed  the  following: 
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(1)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state, 
state  treasurer,  state  auditor,  or  attorney  general,  five  thousand  four  hundred  dollars; 

(2)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred  dollars; 

(3)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven  hundred 
dollars;  and 

(4)  To  elect  an  individual  to  any  other  office,  including  judicial  office,  two  thousand  seven 
hundred  dollars. 

The  contribution  limits  under  this  subsection  shall  also  apply  to  any  person  exploring  a 
candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  subsection  on  January  1,  2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  on  the  first  day  of  January  in  each  even-numbered  year  by  multiplying  the  base  year 
amount  by  the  cumulative  consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar 
amount,  for  all  years  after  January  1, 2015. 

2.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  contribution  to  a candidate  for  public  office  shall  be  made  by  or  accepted  from  a 
corporation. 

4.  No  candidate  for  public  office  shall  accept  a contribution  from  an  out-of-state  political 
committee  unless  the  out-of-state  committee  has  registered  and  filed  a disclosure  report  with 
the  ethics  commission. 

5.  No  political  committee  or  candidate  for  public  office  shall  accept  a contribution  from  a 
foreign  government  or  from  a natural  person  who  is  not  a citizen  of  the  United  States. 

6.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for  public  office  is 
made  or  accepted  with  the  intent  to  circumvent  the  limitations  on  contributions  imposed  in 
this  section  when  a contribution  is  received  from  a committee  or  organization  that  is 
primarily  funded  by  a single  person,  individual,  or  other  committee  that  has  already  reached 
its  contribution  limit  under  any  law  relating  to  contribution  limitations.  A committee  or 
organization  shall  be  deemed  to  be  primarily  funded  by  a single  person,  individual,  or  other 
committee  when  the  committee  or  organization  receives  more  than  fifty  percent  of  its  annual 
funding  from  that  single  person,  individual,  or  other  committee. 

7.  No  contribution  to  a candidate  for  public  office  shall  be  made  or  accepted,  directly  or 
indirectly,  in  a Fictitious  name,  in  the  name  of  another  person,  or  by  or  through  another  person 
in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the  identity  of  the  actual  source  of  the 
contribution. 
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8.  If  a payment  for  a covered  communication  for  a candidate  for  public  office  is  made  by  a 
person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the  payment  or 
expenditure  shall  be  deemed  to  have  been  authorized,  requested,  suggested,  or  fostered  by  the 
candidate,  or  made  in  cooperation  with  the  candidate  and  constitute  a contribution. 

9.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall  qualify  as 
a contribution  regardless  of  whether  the  resulting  communication  expressly  advocates  for  or 
against  any  candidate. 

10.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines  that  a 
candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the  making  of  an 
expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

1 1.  No  public  official  or  candidate  for  public  office  shall  solicit  contributions,  conduct 
fundraising  activities,  or  hold  fundraising  events,  supporting  or  opposing  any  candidate, 
ballot  measure,  political  party,  or  political  committee,  on  any  property  or  in  any  building 
owned  or  leased  by  the  state  or  any  political  subdivision,  unless  the  property  or  building  is 
routinely  used  by  and  made  available  for  rent  or  for  a fee  to  all  members  of  the  public  by  the 
state  or  the  political  subdivision. 

12.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office,  including 
an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual 
standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was  previously 
appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined,  and  an  individual  who  is  a 
write-in  candidate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the  person's 
candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything 
of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of  supporting  or 
opposing  the  nomination  or  election  of  any  candidate  for  public  office  or  for  paying  debts 
or  obligations  of  any  candidate  or  candidate  committee  previously  incurred  for  such 
purposes.  An  in-kind  contribution  of  anything  of  value  shall  be  deemed  to  have  a 
monetary  value  equivalent  to  the  fair  market  value. 

(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not  limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other 
than  expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to 
the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to  compensate 
another  person  for  services  rendered  to  that  candidate  or  candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or  political 
merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other 
obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third 
party  if  the  loan  or  debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or 
in  part,  for  use  in  a candidate  election  campaign  or  used  or  intended  for  the  payment  of 
such  debts  or  obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such  committee  from 
another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  candidate 
committee  without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting 
purposes  which  is  made  available  regularly  to  the  public,  including  other  candidates  or 
candidate  committees,  on  an  equal  basis  for  similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 

compensation  by  individuals  volunteering  their  time  in  support  of  a candidate  or 
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candidate  committee,  nor  the  necessary  and  ordinary  personal  expenses  of  such 
volunteers  incidental  to  the  performance  of  voluntary  activities,  so  long  as  no 
compensation  is  directly  or  indirectly  asked  or  given; 


An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted  to  the 
state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 


(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by  any 
person  other  than  a candidate  or  a candidate  committee  made  in  connection  with  the 
election  of  any  candidate  that  is  authorized,  requested,  suggested,  or  fostered  by  a 
candidate,  candidate  committee,  or  agents  of  the  candidate  or  candidate  committee,  or  ^ 
made  in  cooperation  with  the  candidate,  candidate  committee,  or  agents  of  the  candidate^ 
or  candidate  committee,  and  any  payment  or  expenditure  for  any  communication  which 
republishes,  disseminates,  or  distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  3 
graphic,  or  other  form  of  campaign  material  prepared  by  the  candidate  or  candidate 
committee  or  by  agents  of  the  candidate  or  candidate  committee. 


(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption  that  a ^ 
payment  or  expenditure  by  a person  for  a communication  about  a candidate  or  a candidate's 
opponent  is  a contribution  in  any  of  the  following  circumstances:  — 


a.  The  communication  includes  or  is  based  on  information  about  a candidate's  campaign 
plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  provided  directly  or 
indirectly  by  the  candidate; 


b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  the  candidate's  committee  retain  the  same  individual  or 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For  purposes 
of  this  subparagraph,  the  term  "professional  campaign  services"  does  not  include  accounting, 
legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  a finding 
that  a payment  or  expenditure  by  a person  for  a communication  is  authorized,  requested, 
suggested,  or  fostered  by  a candidate  or  committee,  or  made  in  cooperation  with  a candidate 
or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that  affect 
the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but  does  not 
communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press  release,  or 
similar  material  from  the  candidate  and,  without  the  candidate's  prior  knowledge,  uses 
that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the  candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who  rendered 
services  to  the  candidate  prior  to  the  current  election  cycle- 

14)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee  of  a 
candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or  agents 
of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit  approval  of  thg 
candidate  or  candidate  committee  or  agents  of  the  candidate  or  candidate  committee. 

(bl  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf  during 
the  election  cycle  involved,  including  by  providing  the  person  with  names  of  potential  donors 
or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising  activity,  regardless  of 
whether  the  person  pays  fair  market  value  for  the  names  or  lists  provided. 
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(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the  two-year 
period  before  the  general  election  or  primary  election  in  which  the  candidate  stands  for 
nomination,  has  been  employed  or  retained  as  a political,  media,  or  fundraising  adviser  or 
consultant  for  the  candidate  or  candidate  committee  or  for  any  other  entity  directly  or 
indirectly  controlled  by  the  candidate  or  candidate  committee,  or  has  held  a formal  position 
with  a title  for  the  candidate  or  candidate  committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the  case  of  a 
person  that  is  a political  committee.  The  term  "business  partner  of  a candidate"  means  a 
person  who  is  a director,  officer,  partner,  trustee,  owner,  employee,  or  who  holds  any  position 
of  management  in  a business  entity,  or  an  affiliate  of  a business  entity,  in  which  the  candidate 
is  a director,  officer,  partner,  trustee,  owner,  employee,  or  holds  any  position  of  management; 
"an  affiliate  of  a business  entity"  means  any  business  entity  that  directly,  or  indirectly  through 
one  or  more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with  the 
business  entity, 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position  with 
the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with  the  candidate 
regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two-year  period  before  the 
general  election  or  before  any  primary  election  in  which  the  candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities  benefitting 
the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant  services 
from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more  members  of 
a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets,  circulars, 
flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as  "vote", 
"oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the  election  or  defeat  of 
the  clearly  identified  candidate;  or 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after  January 
first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any  caucus  or  other  meeting 
of  a political  party  or  a political  party  committee  at  which  that  party's  candidate  or  candidates 
for  public  office  are  officially  selected.  A primary  election  and  the  succeeding  general 
election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor  organization,  trade 
or  professional  or  business  association,  other  association,  political  party,  or  any  other  club  or 
organization  however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

13.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars 
or  both,  plus  an  amount  equal  to  three  times  the  value  of  the  illegal  contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four  years  or  the 
imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an  amount  equal  to  three 
times  the  value  of  the  illegal  contributions. 
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Section  3. 


No  statewide  elected  officer,  or  any  member  of  the  general  assembly,  or  any  of  such  elected 
official's  employees  or  staff  shall  engage  in  sexual  harassment.  For  purpose  of  this  section, 
“sexual  harassment”  means  any  unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any 
other  verbal  or  physical  conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made 
either  explicitly  or  implicitly  a term  or  condition  of  employment  or  education,  submission  to  or 
rejection  of  such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of  unreasonably 
interfering  with  an  individual’s  work  or  educational  performance  or  creating  an  intimidating, 
hostile,  or  offensive  working  or  educational  environment.  In  addition  to  any  civil  or 
administrative  remedy  provided  for  by  law  or  policy  for  the  victim,  any  violation  of  this  section 
shall  be  punishable  by  imprisonment  for  up  to  one  year  or  a fine  of  up  to  one  thousand  dollars  or 
both. 

Section  4. 


If  any  provision  of  this  article  or  the  application  thereof  to  anyone  or  to  any  circumstance  is  held 
invalid,  the  remainder  of  those  provisions  and  the  application  of  such  provisions  to  others  or  other 
circumstances  shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-102) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  XIV.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  create  a new  Article  XIV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  accepting  or  receiving  compensation  of  any  as  a paid  political  consultant  for 
another  individual  who  is  a candidate  or  holding  the  office  of  a state  representative  or 
state  senator,  or  the  candidate  committee  of  such  candidate  or  office  holder  as  defined  in 
Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a statewide  official,  member  of  the  general  assembly,  employee  of  such  office 
holders  from  acting,  serving,  or  registering  as  a lobbyist  for  a specified  period  of  time 
after  leaving  office  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 


requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a statewide  official,  member  of  general  assembly,  spouse 
and/or  dependent  child  of  such  office  holders,  department  and/or  division  directors  of 
executive  brand  agencies,  judicial  purchasing  officers  and  local  elected  government 
officials  to  accept  specified  monetary  lobbyist/lobbyist  principal  gifts  would  require  the 
following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  perfonned  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 


• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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Secretary  of  State 
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September  10,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  9 (2016-101) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a Fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  . 


. County  (or  City  of  St  Louis),  respectfully 


order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  ofi-St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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STATE  OF  MISSOURI,  COUNTY  OF . 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,  7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1 . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 


(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

C3 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shaft 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passdff 
through  a city  that  lies  in  more  than  one  county. 


(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 


5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 


If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capital  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary fandl.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 


The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 

[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 


No  reapportionment  shall  be  subject  to  the  referendum. 


[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods:  r«o 

Cs cn 
r o 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have, 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts; 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  a$ 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  bv  subdivisions  1.  2,  3.  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 


3.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 


If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and].  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  fpsj 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollar?,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whjld 
serving  as  a member  of  the  commission.  — 

• ,r  CD  r> 

No  reapportionment  shall  be  subject  to  the  referendum.  - jTj 

Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  Unitetj 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  <er 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up_to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both, 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  anv  other  action  or  matter  in  either  house  of  the  general  assembly. 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  anv  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  anv  purchasing  decision  by  the  judicial  branch  of 
government  or  by  anv  elected  or  appointed  official  or  any  employee  thereof,  or  any 
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natural  person  employed  specifically  for  the  purpose  oi  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2,  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  ire 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  fof  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  Tb 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  hy 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty 
dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1, 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations.  A committee  or  organization  shall  be  deemed  to  be 
primarily  funded  by  a single  person,  individual,  or  other  committee  when  the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  from 
that  single  person,  individual,  or  other  committee. 

5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  requested, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 


7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section, 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 
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(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
bv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  anv  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  anv  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  anv  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a,  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  anv  fee  necessary  to  the  filing  for  public  office; 
b^  Payment  bv  anv  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e Anv  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  bv  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  bv  a candidate  committee; 

f.  Funds  received  bv  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  anv  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  bv  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

F.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  anv  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  anv  candidate  that  is  authorized,  requested,  suggested,  or 
fostered  bv  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
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candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 

(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 
that  a payment  or  expenditure  by  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances: 

N5 

a.  The  communication  includes  or  is  based  on  information  about  a candidate^ 

campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  isj 
provided  directly  or  indirectly  by  the  candidate:  — 

CD  .~T! 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or  •' 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  Fort> 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services”  does  not 
include  accounting,  legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support 
a finding  that  a payment  or  expenditure  by  a person  for  a communication  is 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in 
cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's  prior 
knowledge,  uses  that  material  in  the  communication; 


c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 


e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacjt 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candidate_or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candMate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names_of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  odists 
provided. 

(c’l  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-vear  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
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fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 


(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate;  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  Five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 


Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(0.  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any _ circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-101) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $250,  with 
consumer  price  index  adjustments  made  in  even-numbered  years.  Also,  corporate 
contributions  are  prohibited.  There  are  penalty  provisions  included  for  each  of  the 
prohibitions,  along  with  a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  FY  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other  staff 
hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 


Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  8 (2016-100) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  M ain  Street  • J efferson  City  65101 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  . 


. County  (or  City  of  St  Louis),  respectfully 


order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 


cn 
c/> 
i n 
~u 

o 


rT) 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  _ 


Up 

C.O 

on 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City.  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer)  Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

day  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

Mv  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

(G~ 100 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,1,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1.  There  is  hereby  established  the  post  of  “non-partisan  state  demographer,’' 

The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  itr^ 
performs  the  same  amount  over  fifty  percent. 
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(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 


(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district  ^ 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The / '3 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  asm 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 


5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  [and].  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 


The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.  1 . The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  beem 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  tH&  - 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized] 
in  article  III  section  2.  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps: 
using  the  following  methods: 

• ^ - 5c  rn 

(11  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  haveo 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts,-^ 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote: 
getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate. 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election_by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  pagy^ 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district^ 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  bv  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty, 
percent  should  be  matched  bv  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(31  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 ot  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  statejhe 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  smaUas 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  th i sprc fere ncejsha  1 1 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1.  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3 . Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and].  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 


After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.] 


Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  fcfc 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars/ and,  ino 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whiles 
serving  as  a member  of  the  commission.  • : o 

No  reapportionment  shall  be  subject  to  the  referendum.  -i“ 

>,  T?  \ v£> 

m /■* 

Section  12.  T No  person  holding  any  lucrative  office  or  employment  under  the  Unite<££ 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 


:-d 
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2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
anv  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 


3.  No  senator  or  representative  or  their  employees  or  anv  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate^ 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  anv  violation  of  this  subsection  shall  be  punishable  by  ajgrm 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  per_son  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
anv  official  action  on  anv  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  anv  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  anv  elected  or  appointed  official,  employee,  department^ 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  anv  purchasing  decision  by  the  judicial  branch  of 
government  or  by  anv  elected  or  appointed  official  or  any  employee  thereof,  or  any 
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natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 

Section  20(d’). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned,  ,1a 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by, 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate, 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative?  L; 

office  shall  not  exceed  the  following:  p ' o 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand:  and  ^ 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars.  : ■ 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  persofrn 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1.2015. 

2^  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations.  A committee  or  organization  shall  be  deemed  to  be 
primarily  funded  by  a single  person,  individual,  or  other  committee  when  the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  from 
that  single  person,  individual,  or  other  committee. 

5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by_or 
through  another  person  in  such  a manner  as  to.  or  with  the  intent  to,  conceaj__thg 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  bv  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  requested, 
suggested,  or  fostered  bv  the  candidate,  or  made  in  cooperation  with  the__candjdate 
and  constitute  a contribution. 

7.  Anv  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  anv  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance_pf 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  sectiojb 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 
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(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office: 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

lx  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  any  candidate  that  is  authorized,  requested,  suggested,  or 
fostered  by  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
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candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 


(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 
that  a payment  or  expenditure  by  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances:  s 


a.  The  communication  includes  or  is  based  on  information  about 


campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or-is 
provided  directly  or  indirectly  by  the  candidate; 


CD 


' r.  - \ ■ ZC 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate;  ^ 


c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or. 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services"  does  not 
include  accounting,  legal  services,  or  other  non-campaign  services. 


:rj 


(e~)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support 
a finding  that  a payment  or  expenditure  by  a person  for  a communication_is 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  .in 
cooperation  with  a candidate  or  committee: 


a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 


b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's jjrior 
knowledge,  uses  that  material  in  the  communication; 


c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender”  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

(a-)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  requester 
suggestion  of.  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candidate  or 
candidate  committee. 

(fr)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the^yersons  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names,  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  en^glngJlLfun^ 
activity,  regardless  of  whether  the  person  pays  fair  market  val_ugjorthe_names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  thg 
two-vear  period  before  the  general  election  or  primary  electionjnjyhkh^^ 
stands  for  nomination,  has  been  employed  or  retained  as  a_politicty^_medig-i_M 
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fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 


(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  fivers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate:  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 
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(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-100) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $1,000,  with 
consumer  price  index  adjustments  made  in  even-numbered  years.  Also,  corporate 
contributions  are  prohibited.  There  are  penalty  provisions  included  for  each  of  the 
prohibitions,  along  with  a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  FY  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other  staff 
hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 


Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 
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September  10,  2015  ICfl-Ot 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  7 (2016-099) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • J efferson  City  65101 

Administrative  Rules  • Business  Services  • Elections  • publications  • securities  • state  archives  • state  Library  • wolfner  Library 


County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  Cl 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  andthenameof  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


of  St.  Louis),  respectfully 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF  _ 
I 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer)  Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

day  of 

,A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,  7,  12  and  19  and  adopting  5 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d),  20(e)  and  20(f)  to  read  as  follows: 

Section  2.  1 . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 
The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3^The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 

4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 


(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 

meet  only  at  the  points  of  adjoining  comers  are  not  contiguous.  2 

(4)  To  the  extent  consistent  with  subdivisions  1 , 2,  and  3 of  this  subsection,  district! 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The  ; 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more s. 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall  ? 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes  \ 
through  a city  that  lies  in  more  than  one  county. 


(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 


If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall,  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary  [and!.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 


The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven- tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty -four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.  1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized- 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps* 
using  the  following  methods:  oNT  \ *-3  P“J 

o r. 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  have 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts/- 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the? 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  exceffi? 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(41  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 
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(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

3.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and].  The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer 
provided  that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at 
least  seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided 
for  in  this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts 
shall  become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while? 
serving  as  a member  of  the  commission.  <~v - „ ^ 

ft 
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No  reapportionment  shall  be  subject  to  the  referendum.  ] . ' " -5 
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Section  12.  L No  person  holding  any  lucrative  office  or  employment  under  the  United? 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or^ 
representative.  When  any  senator  or  representative  accepts  any  office  or  employments 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be" 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof:  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  any 
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natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  Official- 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
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creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 


Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars:  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  seven 
hundred  dollars. 


The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits 
prescribed  in  this  section  on  January  1, 2017.  Contribution  limits  set  forth  herein  shall  be 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015.  2 

CV.  cjh 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  tb'ri 

circumvent  the  limitations  on  contributions  imposed  in  this  section.  ~ 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

V? 

4.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  foro 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on" 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations,  A committee  or  organization  shall  be  deemed  to  be 
primarily  funded  by  a single  person,  individual,  or  other  committee  when  the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  from 
that  single  person,  individual,  or  other  committee. 

5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  requested, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 


7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8_.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptancejjf 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  sectiom 

9,  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 
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(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
by  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise: 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  any  candidate  that  is  authorized,  requested,  suggested,  or 


9 


fostered  by  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 


(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 
that  a payment  or  expenditure  by  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances: 

a.  The  communication  includes  or  is  based  on  information  about  a candidates 

— 

campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is> 

provided  directly  or  indirectly  by  the  candidate;  -o  1 

' ' > - 

cd  n 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate: 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  on 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  Fofo 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services"  does  not 
include  accounting,  legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support 
a finding  that  a payment  or  expenditure  by  a person  for  a communication  is 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in 
cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 


b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's  prior 
knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate: 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of,  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candidate  or 
candidate  committee. 


(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
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stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate;  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 
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0)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 


Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 


A 


cn  'A; 
Fn  id 


cJn 

C./O 

rn 

~o 


•;q 

TJ 


CD 


CO 


rn 


— > 


12 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-099) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office.  Legislators  and  their  staff  are  prohibited  from  accepting  a gift 
in  excess  of  five  dollars,  per  occurrence.  Political  fundraising  activities  and  events  may 
not  be  held  in  any  location  owned  by,  or  under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

Campaign  contributions  for  state  senators  and  representatives  are  limited  to  $2,700,  with 
consumer  price  index  adjustments  made  in  even-numbered  years.  Also,  corporate 
contributions  are  prohibited.  There  are  penalty  provisions  included  for  each  of  the 
prohibitions,  along  with  a severability  clause. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  FY  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other  staff 
hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 


Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 


• Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 


capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  operating  costs  will  increase  at  least  $61,000, 
may  increase  an  additional  $125,000,  and  may  result  in  minimal  incarceration  costs  if 
people  are  convicted  under  the  provisions  of  this  petition.  Local  governmental  entities 
report  no  expected  fiscal  impact. 
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September  10,2015 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  6 (2016-098) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick.  State  Information  Center 
600  W.  Main  Street  • Jeeeerson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer)  Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

dav  of 

A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  L The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting^  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties.  J 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be  1 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the. 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plat? 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifere 
percent  by  one  percent,  two  percent,  three  percent  four  percent  and  five  percent  in  favpf, 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for, 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats3 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  L Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  often  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

_ cTi 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  fofrn 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in^ 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whild3 
serving  as  a member  of  the  commission. 
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4.  No  reapportionment  shall  be  subject  to  the  referendum. 
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5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 
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Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 

or  representatives  and  their  employees  and  staff  may  accept  informational material 

relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19._L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 


5 


Section  20(d). 

JL  Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  hundred  fifty  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  hundred  fifty 

dollars.  - . 


The  contribution  limits  and  other  restrictions  of  this  section  shal I also  apply  to  any  person? 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

CD 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits , 
prescribed  in  this  section  on  January  1, 2017,  Contribution  limits  set  forth  herein  shall  be : 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  ih? 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative^ 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 
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2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 


3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations.  A committee  or  organization  shall  be  deemed  to  be 
primarily  funded  by  a single  person,  individual,  or  other  committee  when  the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  from 
that  single  person,  individual,  or  other  committee. 

5.  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  by  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
payment  or  expenditure  shall  be  deemed  to  have  been  authorized,  requested, 
suggested,  or  fostered  by  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 


7.  Any  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8.  In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance  of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  follows: 

(1)  "Candidate”,  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
bv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 
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(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

£ Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions: 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  any  candidate  that  is  authorized,  requested,  suggested,  or 
fostered  by  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 


7 


(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 
that  a payment  or  expenditure  by  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances:  ^ 

a.  The  communication  includes  or  is  based  on  information  about  a candidate’^ 
campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is_ 
provided  directly  or  indirectly  by  the  candidate; 


b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 
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c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  or.i 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services"  does  not 
include  accounting,  legal  services,  or  other  non-campaign  services, 


(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support 
a finding  that  a payment  or  expenditure  by  a person  for  a communication  is 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in 
cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 


b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's  prior 
knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate: 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 


e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request  or 
suggestion  of.  or  with  the  encouragement  of,  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candidate  or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

(c)  The  person  is  established,  directed,  or  managed  by  any  person  who,  during  the 
two-year  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candidate  committee, 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee. 

(d~)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of  a 
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candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(gl  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support1’,  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate;  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a Fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
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committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned, 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12.  16(a),  19,  20(c).  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-098) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 


If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  5 (2016-097) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


ICp-CRH 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


c jn 

tr> 

rn 

~o 


STATE  OF  MISSOURI,  COUNTY  OF 

l_ , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


; J 
— j 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

CD 

NAME5 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and 


County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


IGrCPn 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,1,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2._L  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 

Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 


1 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 

which  the  statewide  electoral  performance  index  varies  from  fifty  percent. In  a 

hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  bg 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  theg 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plang 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fiftyzj 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor- 
er each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  forJ 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats- ^ 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent.  ^ 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shal^ 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  ol  the 
apportionment  commission.  Thereafter  members  of  the  house  ol  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

T_Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Anv  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court_of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  1.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 


3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 

each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while^ 
serving  as  a member  of  the  commission.  ^ ^ 

GO 
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4.  No  reapportionment  shall  be  subject  to  the  referendum. 

o 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper 
venue  to  enforce  the  provisions  of  this  section. 

up 
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Section  1 2.  L_No  person  holding  any  lucrative  office  or  employment  under  the  Unitej^P 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thergby_be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  o_r 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 

4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  generaLassembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employ ee^jiepartmenT 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  o| 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereoj . or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  Official- 

Section  16(aV  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19._L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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Section  20(d). 

| . Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 


office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  one  thousand  dollars, 


^ cjrt 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  persoif  ^ 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

CD 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits  , 
prescribed  in  this  section  on  January  1 . 2017.  Contribution  limits  set  forth  herein  shalLbg  ‘ 
adjusted  bv  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  Januaixllir 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1.2015. 


2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  withthe  intent.to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 


3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  There  shall  he  a rebuttable  presumption  that  a contribution  to  a candidate  for 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations.  A committee  or  organization  shall  be  deemed  to  be 
primarily  funded  bv  a single  person,  individual,  or  other  committee  when  _the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  from 
that  single  person,  individual,  or  other  committee. 

5^  No  contribution  to  a candidate  for  legislative  office  shall  be  made  or  accepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or,b^_or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal  the 
identity  of  the  actual  source  of  the  contribution. 

6.  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  is 
made  bv  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 

payment  or  expenditure  shall  be  deemed  to  have  been authorized^ — requested, 

suggested,  or  fostered  bv  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7.  Anv  payment  for  communications  treated  as  a contribution  under  this  section  shall 
qualify  as  a contribution  regardless  of  whether  the  resulting  commmicatlojiexpressly 
advocates  for  or  against  anv  candidate. 

g _ In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  on  acceptance_of 
contributions  if  the  ethics  commission,  its  successor  agency,  or  a court  determines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescence  to  the 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section. 

9.  For  purposes  of  this  section,  the  following  terms  are  defined  as  fgjjowsi 

(JQ  "Candidate",  an  individual  who  seeks  nomination  or  election  _to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
bv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  an 
officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 
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(2)  "Candidate  committee1',  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person's  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paying  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a.  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e^  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

f.  Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source: 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

a.  Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  any  candidate  that  is  authorized,  requested,  suggested,  or 
fostered  by  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 
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(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 
that  a payment  or  expenditure  by  a person  for  a communication  in  support  of^a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances: 

a.  The  communication  includes  or  is  based  on  information  about  a candidate's 
campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is 
provided  directly  or  indirectly  by  the  candidate; 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate; 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  ofr^ 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  Foi'j 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services"  does  not - 
include  accounting,  legal  services,  or  other  non-campaign  services. 

1 x» 

(e-)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support  0 
a finding  that  a payment  or  expenditure  bv  a person  for  a communication  is;'. 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in^ 
cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication] 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's  prior 
knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  with  the 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4)  "Coordinated  spender”  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

(a)  The  person  is  directly  or  indirectly  formed  or  established  by  or  at  the  request _o_r 
suggestion  of.  or  with  the  encouragement  of.  the  candidate  or  candidate  committee^ 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  orjadt 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candidate_or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on  the  person's  behalf 
during  the  election  cycle  involved,  including  bv  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  bv  the  person  in  engaging  in  fundraisjng 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  orjjsts 
provided. 

(ci  The  person  is  established,  directed,  or  managed  by  any  person  who,  durijngjhe 
two-vear  period  before  the  general  election  or  primary  election  in  which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political,  medj<h_or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  or  for  any 
other  entity  directly  or  indirectly  controlled  bv  the  candidate  or  candidate  committeej 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidate  committee, 

(d)  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established^ 
di rected.  or  managed  bv  a current  or  former  business  partner  of  the  candidate,  in  thg 
case  of  a person  that  is  a political  committee.  The  term  "business  partner  of_a 
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candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity, 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 


(f)  The  person  has,  within  the  same  election  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefitting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate:  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 

Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting;  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
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committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 

Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 


J 
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2015  SEP  10  AH  9**  32 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-097) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 


If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  4 (2016-096) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 


If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


,(o~CQ(d 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,1,  12  and  19 
and  adopting  5 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c),  20(d),  20(e) 
and  20(f)  to  read  as  follows: 

Section  2.  JL  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 

Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
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calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  angg 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by ZT» 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a[n 

hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 

seats  should  be  distributed  evenly  between  parties. 

I*  ^ - r 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be~ 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the;'. 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan — 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

T_Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court _of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  1.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capital  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  determining  the  number  of  votes  cast  for  the  two  top 
vote-getting  parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of 
the  two  parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding 
gubernatorial  elections,  for  United  States  Senate  at  the  last  three  preceding  United  States 
Senate  elections,  and  for  President  of  the  United  States  at  the  last  three  preceding 
Presidential  elections.  Using  the  resultant  statewide  electoral  performance  index,  the 
commission  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal”,  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19._L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 


3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  fd?1 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  ift^ 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whilej 
serving  as  a member  of  the  commission. 


:X) 
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» 
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4.  No  reapportionment  shall  be  subject  to  the  referendum.  ■ n 

v.O  J 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper j 
venue  to  enforce  the  provisions  of  this  section. 


Section  12.  T No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 

4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereol,  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(aT  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
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Section  20(d). 

L Unlimited  campaign  contributions  to  candidates  for  legislative  offices  are  banned.  In 
addition  to  other  campaign  contribution  limitations  or  restrictions  provided  for  by 
law,  the  amount  of  contributions  made  to  or  accepted  by  any  candidate  or  candidate 
committee  from  any  person  other  than  the  candidate  in  any  one  election  for  legislative 
office  shall  not  exceed  the  following: 

(1)  To  elect  an  individual  to  the  office  of  state  senator,  two  thousand  seven  hundred 
dollars;  and 

(2)  To  elect  an  individual  to  the  office  of  state  representative,  two  thousand  sevemo 

hundred  dollars.  Ov-  ^ 

The  contribution  limits  and  other  restrictions  of  this  section  shall  also  apply  to  any  person 
exploring  a candidacy  for  a public  office  listed  in  this  subsection. 

For  purposes  of  this  subsection,  "base  year  amount"  shall  be  the  contribution  limits  ^ 
prescribed  in  this  section  on  January  1 , 2017.  Contribution  limits  set  forth  herein  shall  be;^ 
adjusted  by  the  ethics  commission,  or  its  successor  agency,  on  the  first  day  of  January  in1  - 
each  even-numbered  year  by  multiplying  the  base  year  amount  by  the  cumulative 
consumer  price  index  and  rounded  to  the  nearest  twenty-five-dollar  amount,  for  all  years 
after  January  1,2015. 

2.  No  contribution  to  a legislative  candidate  shall  be  made  or  accepted  with  the  intent  to 
circumvent  the  limitations  on  contributions  imposed  in  this  section. 

3.  No  legislative  candidate  shall  accept  a contribution  from  a corporation. 

4.  There  shall  be  a rebuttable  presumption  that  a contribution  to  a candidate  for 
legislative  office  is  made  or  accepted  with  the  intent  to  circumvent  the  limitations  on 
contributions  imposed  in  this  section  when  a contribution  is  received  from  a 
committee  or  organization  that  is  primarily  funded  by  a single  person,  individual,  or 
other  committee  that  has  already  reached  its  contribution  limit  under  any  law  relating 
to  contribution  limitations.  A committee  or  organization  shall  be  deemed  to_be 
primarily  funded  by  a single  person,  individual,  or  other  committee  when  the 
committee  or  organization  receives  more  than  fifty  percent  of  its  annual  funding  frojn 
that  single  person,  individual,  or  other  committee. 

5^  No  contribution  to  a candidate  for  legislative  office  shall  be  made  oiiaccepted, 
directly  or  indirectly,  in  a fictitious  name,  in  the  name  of  another  person,  or  by  or 
through  another  person  in  such  a manner  as  to,  or  with  the  intent  to,  conceal _the 
identity  of  the  actual  source  of  the  contribution. 

6^  If  a payment  for  a covered  communication  for  a candidate  for  legislative  office  js 
made  bv  a person  who  is  a coordinated  spender  with  respect  to  the  candidate,  the 
pay ment  or  expenditure  shall  be  deemed  to  have  been  auth^orizedA_requested, 
suggested,  or  fostered  hy  the  candidate,  or  made  in  cooperation  with  the  candidate 
and  constitute  a contribution. 

7.  Any  payment  for  communications  treated  as  a contribution  under  this  section_shajj 
qualify  as  a contribution  regardless  of  whether  the  resulting  communication  expressly 
advocates  for  or  against  any  candidate. 

8 . In  no  circumstance  shall  a candidate  be  found  to  have  violated  limits  onacceptanceot 
contributions  if  the  ethics  commission,  its  successor  agency ,_or  a court  dgtermines 
that  a candidate  has  taken  no  action  to  indicate  acceptance  of  or  acquiescencejojhe 
making  of  an  expenditure  that  is  deemed  a contribution  pursuant  to  this  section, 

9.  For  purposes  of  this  section,  the  following  terms  are  defmed_asjojjowsi 

(1)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  the  house  or 
senate  or  as  an  officer  of  the  house  or  senate,  an  individual  who  seeks  nomination 
bv  the  individual's  political  party  for  election  to  the  house  or  senate  or  as  a_n 
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officer  of  the  house  or  senate,  and  an  individual  who  is  a write-in  candidate  for 
the  house  or  senate. 

(2)  "Candidate  committee",  the  single  committee  which  is  formed  and  controlled  by  a 
candidate  to  receive  contributions  and  make  expenditures  on  behalf  of  the 
person’s  candidacy. 

(3)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or 
anything  of  value  to  any  candidate  or  candidate  committee  for  the  purpose  of 
supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  office  or 
for  paving  debts  or  obligations  of  any  candidate  or  candidate  committee 
previously  incurred  for  such  purposes.  An  in-kind  contribution  of  anything  of 
value  shall  be  deemed  to  have  a monetary  value  equivalent  to  the  fair  market 
value. 


(a)  "Contribution"  to  any  candidate  or  candidate  committee  includes,  but  is  not 
limited  to: 

a^  A candidate's  own  money  or  property  used  in  support  of  the  person's 
candidacy  other  than  expense  of  the  candidate's  food,  lodging,  travel,  and 
payment  of  any  fee  necessary  to  the  filing  for  public  office; 

b.  Payment  by  any  person,  other  than  a candidate  or  candidate  committee,  to 
compensate  another  person  for  services  rendered  to  that  candidate  or 
candidate  committee; 

c.  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  tickets  or 
political  merchandise; 

d.  Receipts  from  fundraising  events; 

e.  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or 
other  obligation  by  a third  party,  or  payment  of  a loan  or  debt  or  other 
obligation  by  a third  party  if  the  loan  or  debt  or  other  obligation  was 
contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  a candidate 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or 
obligations  of  a candidate  or  candidate  committee  previously  incurred,  or 
which  was  received  by  a candidate  committee; 

£ Funds  received  by  a candidate  committee  which  are  transferred  to  such 
committee  from  another  committee  or  other  source; 

g.  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or 
candidate  committee  without  charge  or  at  reduced  charges,  except  gratuitous 
space  for  meeting  purposes  which  is  made  available  regularly  to  the  public, 
including  other  candidates  or  candidate  committees,  on  an  equal  basis  for 
similar  purposes  on  the  same  conditions; 

(b)  "Contribution"  to  a candidate  or  candidate  committee  does  not  include: 

Ordinary  home  hospitality  or  non-skilled  services  provided  without 
compensation  by  individuals  volunteering  their  time  in  support  of  a 
candidate  or  candidate  committee,  nor  the  necessary  and  ordinary  personal 
expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

b.  An  offer  or  tender  of  a monetary  contribution  which  is  expressly  and 
unconditionally  rejected  and  is  either  returned  to  the  donor  or  transmitted 
to  the  state  treasurer  within  ten  business  days  after  receipt; 

c.  Interest  earned  on  deposit  of  candidate  committee  funds; 

(c)  In  addition,  the  term  "contribution"  shall  include  any  payment  or  expenditure  by 
any  person  other  than  a candidate  or  a candidate  committee  made  in  connection 
with  the  election  of  any  candidate  that  is  authorized,  requested,  suggested,  or 
fostered  by  a candidate,  candidate  committee,  or  agents  of  the  candidate  or 
candidate  committee,  or  made  in  cooperation  with  the  candidate,  candidate 
committee,  or  agents  of  the  candidate  or  candidate  committee,  and  any  payment 
or  expenditure  for  any  communication  which  republishes,  disseminates,  or 
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distributes,  in  whole  or  in  part,  any  broadcast  or  any  written,  graphic,  or  other 
form  of  campaign  material  prepared  by  the  candidate  or  candidate  committee  or 
by  agents  of  the  candidate  or  candidate  committee. 

(d)  For  purposes  of  the  definition  of  “contribution”,  there  is  a rebuttable  presumption 

that  a payment  or  expenditure  by  a person  for  a communication  in  support  of  a 
candidate’s  election  or  in  opposition  to  the  election  of  a candidate's  opponent  is  a 
contribution  in  any  of  the  following  circumstances:  ^ 

cs 

a.  The  communication  includes  or  is  based  on  information  about  a candidate's^  - 

campaign  plans,  projects,  or  needs  that  is  not  generally  available  to  the  public  or  is  a <1 
provided  directly  or  indirectly  by  the  candidate;  ^ 

b.  The  person  discusses  or  negotiates  the  communication  with  the  candidate: 

vo 

c.  The  person  and  the  candidate  or  candidate  committee  retain  the  same  individual  orr  .i 
entity  to  provide  professional  campaign  services  during  the  same  election  cycle.  For 
purposes  of  this  subparagraph,  the  term  "professional  campaign  services"  does  not 
include  accounting,  legal  services,  or  other  non-campaign  services. 

(e)  None  of  the  following  circumstances  are  sufficient  in  and  of  themselves  to  support 
a finding  that  a payment  or  expenditure  by  a person  for  a communication  is 
authorized,  requested,  suggested,  or  fostered  by  a candidate  or  committee,  or  made  in 
cooperation  with  a candidate  or  committee: 

a.  The  person  interviews  the  candidate  regarding  legislative  or  policy  issues  that 
affect  the  spender  or  discusses  campaign-related  issues  with  the  candidate,  but 
does  not  communicate  with  the  candidate  regarding  the  communication; 

b.  The  person  solicits  or  obtains  a photograph,  biography,  position  paper,  press 
release,  or  similar  material  from  the  candidate  and,  without  the  candidate's  prior 
knowledge,  uses  that  material  in  the  communication; 

c.  The  person  made  contributions  to  the  candidate; 

d.  The  person  unilaterally  communicates  to  the  candidate  the  intent  to  make  a 
communication,  but  does  not  discuss  or  negotiate  the  communication  withjhe 
candidate; 

e.  The  person  employs  or  contracts  with  a political  consultant  or  pollster  who 
rendered  services  to  the  candidate  prior  to  the  current  election  cycle. 

(4~)  "Coordinated  spender"  means,  with  respect  to  a candidate  or  candidate  committee 
of  a candidate,  a person  for  which  any  of  the  following  applies: 

tat  The  person  is  directly  or  indirectly  formed  or  established  by  or_at  the  request  or 
suggestion  of.  or  with  the  encouragement  of.  the  candidate  or  candidate  committee,  or 
agents  of  the  candidate  or  candidate  committee,  including  with  the  express  or  tacit 
approval  of  the  candidate  or  candidate  committee  or  agents  of  the  candjdate_or 
candidate  committee. 

(b)  The  candidate  or  the  candidate  committee  or  agents  of  the  candidate  or  candidate 
committee  solicit  funds  or  engage  in  other  fundraising  activity  on__the  person_s_behalf 
during  the  election  cycle  involved,  including  by  providing  the  person  with  names  of 
potential  donors  or  other  lists  to  be  used  by  the  person  in  engaging  in  fundraising 
activity,  regardless  of  whether  the  person  pays  fair  market  value  for  the  names  or  lists 
provided. 

( c)  The  person  is  established,  directed,  or  managed  by  any  _person  who^during  thg 
two-vear  period  before  the  general  election  or  primary  election  i n which  the  candidate 
stands  for  nomination,  has  been  employed  or  retained  as  a political  media,  or 
fundraising  adviser  or  consultant  for  the  candidate  or  candidate  committee  orjfor  any 
other  entity  directly  or  indirectly  controlled  by  the  candidate  or  candjdjdg_CM!imjtt^ 
or  has  held  a formal  position  with  a title  for  the  candidate  or  candidjhg_c^mjttee. 
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(cP  The  person  is  a current  or  former  business  partner  of  a candidate  or  is  established, 
directed,  or  managed  by  a current  or  former  business  partner  of  the  candidate,  in  the 
case  of  a person  that  is  a political  committee.  The  term  ''business  partner  of  a 
candidate"  means  a person  who  is  a director,  officer,  partner,  trustee,  owner, 
employee,  or  who  holds  any  position  of  management  in  a business  entity,  or  an 
affiliate  of  a business  entity,  in  which  the  candidate  is  a director,  officer,  partner, 
trustee,  owner,  employee,  or  holds  any  position  of  management;  "an  affiliate  of  a 
business  entity"  means  any  business  entity  that  directly,  or  indirectly  through  one  or 
more  intermediaries,  controls,  or  is  controlled  by,  or  is  under  common  control  with 
the  business  entity. 

(e)  The  person  is  serving  or  has  served  in  a formal  advisory  or  policy-making  position 
with  the  candidate  or  has  participated  in  strategic  or  policy-making  discussions  with 
the  candidate  regarding  the  pursuit  of  nomination  or  election  to  office  during  the  two- 
year  period  before  the  general  election  or  before  any  primary  election  in  which  the 
candidate  stands  for  nomination. 

(f)  The  person  has,  within  the  same  e lection  cycle,  co-hosted  or  co-sponsored  with  the 
candidate  or  the  candidate  committee  fundraising  events  or  campaign  activities 
benefiting  the  person,  the  candidate,  or  the  candidate  committee. 

(g)  The  person  is  controlled,  established,  directed,  managed,  or  retains  significant 
services  from  the  family  member  of  a candidate. 

(5)  "Covered  communication"  is  a communication  conveyed  to  five  hundred  or  more 
members  of  a general  public  audience  in  the  form  of: 

(a)  An  audio  or  video  communication  via  internet,  broadcast,  cable  or  satellite; 

(b)  A written  communication  via  internet  or  printed  advertisements,  pamphlets, 
circulars,  flyers,  brochures,  letterheads;  or 

(c)  Other  published  statements  which: 

a.  Irrespective  of  when  such  communication  is  made,  contain  words  such  as 
"vote",  "oppose",  "support",  "elect",  "defeat",  or  "reject",  which  call  for  the 
election  or  defeat  of  the  clearly  identified  candidate;  and 

b.  Refers  to  and  advocates  for  or  against  a clearly  identified  candidate  on  or  after 
January  first  of  the  year  of  the  election  in  which  such  candidate  is  seeking  office. 

(6)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an 
individual  to  public  office  or  to  retain  or  recall  an  elected  officeholder,  and  any 
caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which 
that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections, 

(7)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee, 
political  committee,  proprietorship,  joint  venture,  institution,  union,  labor 
organization,  business  entity,  non-profit  entity,  trade  or  professional  or  business 
association,  other  association,  political  party,  or  any  other  club  or  organization 
however  constituted.  For  purposes  of  this  definition,  all  committees  of  a political 
party  shall  constitute  a single  person. 

10.  Any  violation  of  this  section  shall  be  punishable  by: 

(1)  For  the  first  violation,  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to  one 
thousand  dollars  or  both,  plus  an  amount  equal  to  three  times  the  illegal 
contributions. 

(2)  For  the  second  and  subsequent  violations,  a term  of  imprisonment  of  up  to  four 
years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both,  plus  an 
amount  equal  to  three  times  the  illegal  contributions. 
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Section  20(e).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  three  times  the  illegal  contributions. 


Section  20(f).  If  any  provision  of  sections  12,  16(a),  19,  20(c),  20(d)  or  20(e)  or  the 
application  thereof  to  anyone  or  to  any  circumstance  is  held  invalid,  the  remainder  of 
those  provisions  and  the  application  of  such  provisions  to  others  or  other  circumstances 
shall  not  be  affected  thereby. 
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2015  SEP  10  AM  9:31 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-096) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2017,  $61,107  for  FY 
2018  and  $61,734  for  FY  2019. 

Summarize  how  this  bill  would  affect  the  agency 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130,  RSMo 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  Section  105.456, 
RSMo,  including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 


• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would  entail 
reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and  comparing  them 
to  those  members  of  the  general  assembly  who  have  left  office  within  the  specified  period 
of  time.  For  any  individual  submitting  a registration  and  are  not  eligible  to  register  or  act 
as  a lobbyist,  create  the  necessary  correspondence  to  the  registrant  and  track  the  results  of 
the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant  increase 
of  complaints  would  require  additional  Commission  resources,  including  investigative 
staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  specified  monetary 
lobbyist/lobbyist  principal  gifts  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in  Section 
105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal  actions.  It  is 
assumed  this  prohibition  would  result  in  a minimal  number  of  complaints;  however,  if 
this  assumption  is  incorrect  the  Commission  would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  informational  materials,  telephone  and 
email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 


If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 

the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  Section  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


• 1 Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 

• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  full-time  employees, 
equipment,  and  expenses. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $61,000 
and  indicate  there  may  be  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  division 
(573)751-2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  3 (2016-095) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  116.332,  RSMo.  Section  116.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County. 
Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
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We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  B*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


STATE  OF  MISSOURI,  COUNTY  OF 


CIRCULATOR’S  AFFIDAVIT 


c -n 

c n 
m 
-o 


:-D 

m 


o 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

*d& 

• • 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

« • 

NAME  5 

(Printed  orTyped) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and 


County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


16-CPfo 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  repealing  Section  5,  amending 
Sections  2,  7,  12  and  19  and  adopting  3 new  sections  to  be  known  as  Article  III  Sections 
16(a),  20(c),  20(d)  to  read  as  follows: 

Section  2.  1 . There  is  hereby  established  the  post  of  “non-partisan  state  demographer.” 

The  non-partisan  state  demographer  shall  acquire  appropriate  information  to  develop 
procedures  in  preparation  for  drawing  legislative  redistricting  maps  on  the  basis  of  each 
federal  census  for  presentation  to  the  house  apportionment  commission  and  the  senate 
apportionment  commission. 

2.  The  non-partisan  state  demographer  shall  be  selected  by  the  commissioner  of 
administration  pursuant  to  the  merit  personnel  system.  The  non-partisan  state 
demographer  shall  serve  a term  of  five  years  and  may  be  reappointed  at  the  discretion  of 
the  commissioner  of  administration.  The  non-partisan  state  demographer  shall  be 
disqualified  from  holding  office  as  a member  of  the  general  assembly  for  four  years 
following  the  date  of  the  presentation  of  the  most  recent  legislative  redistricting  map  to 
the  house  apportionment  commission  or  the  senatorial  apportionment  commission. 

3.  The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected 
at  each  general  election  and  apportioned  [in  the  following  manner:]  as  provided  in  this 
section. 


4.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
begin  the  preparation  of  legislative  districting  plans  and  maps  using  the  following 
methods: 


(1)  Districts  shall  be  established  on  the  basis  of  population.  Legislative  districts 
shall  each  have  a population  as  nearly  equal  as  practicable  to  the  ideal  population  for 
such  districts,  determined  by  dividing  the  number  of  districts  to  be  established  into  the 
population  of  the  state  reported  in  the  federal  decennial  census. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 


To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent,  two  percent,  three 
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percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(3)  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(4)  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 

boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  morej 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shaft” 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passed  ! 
through  a city  that  lies  in  more  than  one  county.  ~ 

(5)  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards  * 
established  by  subdivisions  1,  2,  3,  and  4 of  this  subsection  take  precedence  over,? 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In^> 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shaptP 
to  the  extent  permitted  by  natural  or  political  boundaries. 

5.  Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]  or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  ol  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

6.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  house  apportionment  commission  a tentative 
plan  of  apportionment  and  map  of  the  proposed  districts. 
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The  commissioners  so  selected  shall*  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts,  meet  in  the  capitol  building  and 
proceed  to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and 
secretary [ andl.  The  commission  shall  adopt  an  agenda  establishing  at  least  three  hearing 
dates  on  which  hearings  open  to  the  public  shall  be  held  to  hear  objections  or  testimony 
from  interested  persons.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and  map  of 
the  proposed  districts  received  from  the  non-partisan  state  demographer  provided  that 
such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least  seven- 
tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in  this 
subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  of  receiving  the  tentative  plan  of  apportionment 
and  map  of  the  proposed  districts,  the  commission  shall  file  with  the  secretary  of  state  a 
final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts. 


[The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
receive  the  tentative  plan  of  apportionment  and  map  of  the  proposed  districts  ordered  in 
subsection  4 of  this  section  and  during  the  ensuing  fifteen  days  shall  hold  such  public 
hearings  as  may  be  necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided.] 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum. 

[Section  5.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified  voters 
of  the  respective  districts  for  four  years.  For  the  election  of  senators,  the  state  shall  be 
divided  into  convenient  districts  of  contiguous  territory,  as  compact  and  nearly  equal  in 
population  as  may  be.] 
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Section  7.1.  The  senate  shall  consist  of  thirty-four  members  elected  by  the  qualified 
voters  of  the  senatorial  districts  for  a term  of  four  years.  Senatorial  districts  shall  be 
apportioned  as  provided  for  in  this  section. 

2.  Within  ten  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  ten  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  authorized 
in  article  III  section  2,  shall  begin  the  preparation  of  senatorial  districting  plans  and  maps 
using  the  following  methods: 

(1)  Districts  shall  be  established  on  the  basis  of  population.  Districts  shall  each  hav£i 
a population  as  nearly  equal  as  practicable  to  the  ideal  population  for  such  districts^ 
determined  by  dividing  the  number  of  districts  to  be  established  into  the  population  of  the  ] 
state  reported  in  the  federal  decennial  census.  No  county  lines  shall  be  crossed  except- 
when  necessary  to  add  sufficient  population  to  a multi-district  county  or  city  to  complete13 
only  one  district  which  lies  partly  within  such  multi-district  county  or  city  so  as  to  be  as  * 
nearly  equal  as  practicable  in  population.  Any  county  with  a population  in  excess  of  the 
quotient  obtained  by  dividing  the  population  of  the  state  by  the  number  thirty-four  is-W 
hereby  declared  to  be  a multi-district  county. 

(2)  Districts  shall  be  established  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  non-partisan  state 
demographer  shall  draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan 
fairness  and  competitiveness. 

To  that  end,  the  non-partisan  state  demographer  shall  calculate  the  average  statewide 
electoral  performance  by  determining  the  number  of  votes  cast  for  the  two  top  vote- 
getting parties  and  then  calculating  the  percentage  of  those  votes  won  by  each  of  the  two 
parties  casting  the  highest  vote  for  governor  at  the  last  three  preceding  gubernatorial 
elections,  for  United  States  Senate  at  the  last  three  preceding  United  States  Senate 
elections,  and  for  President  of  the  United  States  at  the  last  three  preceding  Presidential 
elections.  Using  the  resultant  statewide  electoral  performance  index,  the  non-partisan 
state  demographer  shall  test  the  plan,  simulating  an  evenly  split  statewide  election  by 
normalizing  district-level  results  by  the  amount  by  which  the  statewide  electoral 
performance  index  varies  from  fifty  percent.  In  a hypothetical  evenly  divided  statewide 
election  under  the  proposed  plan,  the  legislative  seats  should  be  distributed  evenly 
between  parties. 


The  non-partisan  state  demographer  shall  promote  competitiveness  by  ensuring  the  plan 
is  drawn  so  as  to  be  equally  responsive  to  surges  in  the  electorate  favoring  either  party. 
To  test  this,  the  non-partisan  state  demographer  shall  again  use  the  normalized  district- 
level  results  within  the  proposed  plan  to  simulate  separate  elections  in  which  the 
hypothetical  statewide  vote  varies  from  fifty  percent  by  one  percent  two  percent,  three 
percent,  four  percent  and  five  percent  in  favor  of  each  party.  The  number  of  additional 
seats  yielded  by  the  simulation  for  any  party  for  any  amount  it  performs  over  fifty 
percent  should  be  matched  by  the  number  of  seats  gained  by  the  other  party  when  it 
performs  the  same  amount  over  fifty  percent. 

(31  Districts  shall  be  composed  of  convenient  contiguous  territory.  Areas  which 
meet  only  at  the  points  of  adjoining  comers  are  not  contiguous. 

(41  To  the  extent  consistent  with  subdivisions  1,  2,  and  3 of  this  subsection,  district 
boundaries  shall  coincide  with  the  boundaries  of  political  subdivisions  of  the  state.  The 
number  of  counties  and  cities  divided  among  more  than  one  district  shall  be  as  small  as 
possible.  When  there  is  a choice  between  dividing  local  political  subdivisions,  the  more 
populous  subdivisions  shall  be  divided  before  the  less  populous,  but  this  preference  shall 
not  apply  to  a legislative  district  boundary  drawn  along  a county  line  which  passes 
through  a city  that  lies  in  more  than  one  county. 
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f5t  Preference  shall  be  that  districts  are  compact  in  form,  but  the  standards 
established  by  subdivisions  1.  2,  3.  and  4 of  this  subsection  take  precedence  over 
compactness  where  a conflict  arises  between  compactness  and  these  standards.  In 
general,  compact  districts  are  those  which  are  square,  rectangular,  or  hexagonal  in  shape 
to  the  extent  permitted  by  natural  or  political  boundaries. 

T Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States,  [and]  or  within  sixty  days  after  notification  by  the 
governor  that  a reapportionment  has  been  invalidated  by  a court  of  competent 
jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the  highest 
vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly  called, 
select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  of  ten  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

4.  Within  six  months  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  or  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  six  months  after  notification  by 
the  governor  that  such  a ruling  has  been  made,  the  non-partisan  state  demographer  shall 
file  with  the  secretary  of  state  and  with  the  senatorial  apportionment  commission  a 
tentative  plan  of  apportionment  and  map  of  the  proposed  districts. 

The  commissioners  so  selected  shall  [on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected]  within  ten  days  of  receiving  the  tentative 
plan  of  apportionment  and  map  of  the  proposed  districts  required  by  subsection  4 of  this 
section,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  [and] . The  commission  shall  adopt  an 
agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to  the  public  shall 
be  held  to  hear  objections  or  testimony  from  interested  persons.  A copy  of  the  agenda 
shall  be  filed  with  the  secretary  of  the  senate  within  twenty-four  hours  after  its  adoption. 
Executive  meetings  may  be  scheduled  and  held  as  often  as  the  commission  deems 
advisable.  The  commission  may  make  changes  to  the  tentative  plan  of  apportionment  and 
map  of  the  proposed  districts  received  from  the  non-partisan  state  demographer  provided 
that  such  changes  are  consistent  with  this  section  and  approved  by  a vote  of  at  least 
seven-tenths  of  the  commissioners.  If  no  changes  are  made  or  approved  as  provided  for  in 
this  subsection,  the  tentative  plan  of  apportionment  and  map  of  proposed  districts  shall 
become  final.  Not  later  than  two  months  after  receiving  the  tentative  plan  of 
apportionment  and  map  of  the  proposed  districts,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts 
together  with  a map  of  the  districts. 

[The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a population 
in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by  the  number 
thirty-four  is  hereby  declared  to  be  a multi-district  county. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 
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Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 


After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
discharged  and  the  senate  shall  be  apportioned  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  senators  shall  be  elected  according  to  sucJe 
districts  until  a reapportionment  is  made  as  herein  provided.] 


CN_ 
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Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  fqc; 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary'  expenses  incurred  whiter 

serving  as  a member  of  the  commission.  V? 

co 

CD 

No  reapportionment  shall  be  subject  to  the  referendum. 


Section  12.  T No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacatedand_shaU 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both, 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 
When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for; 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeatof 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination^ 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  lor  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  ludicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof,  or  any 
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natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly’s  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
talcing,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political  party 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or  both. 
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Section  20(d).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual's  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 


rn  r< 
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2015  SEP  10  AM  9:  30 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-095) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  initiative  petition  revises 
Article  III  of  the  Missouri  Constitution  by  amending  Sections  2,  7,  12  and  19  and 
enacting  five  new  sections.  Section  5 is  repealed  but  reenacted  with  changes  in  Section  7. 

The  initiative  creates  the  post  of  “non-partisan  State  Demographer”  to  oversee  the 
redistricting  process  for  the  state  House  and  Senate  districts.  The  demographer  is  to  be 
selected  by  the  Commissioner  of  Administration  pursuant  to  the  merit  personnel  system 
and  shall  serve  a term  of  five  years.  This  demographer  will  be  unable  to  hold  elected 
office  for  four  years  following  the  filing  of  the  new  legislative  districts.  The  redistricting 
process  shall  maximize  partisan  fairness  and  competitiveness. 

It  mandates  that  legislative  records  that  are  created,  stored  or  distributed  through 
legislative  branch  facilities,  equipment  or  mechanisms  shall  be  public.  It  allows  explicitly 
identified  legislative  proceedings  as  open  meetings  and  authorizes  recording  of  such 
proceedings  by  citizens. 

Legislators  and  their  employees  are  prohibited  from  lobbying  for  at  least  one  year  after 
the  conclusion  of  the  session  during  which  they  vacate  office,  and  from  acting  as  paid 
consultants  while  in  office. 

Legislators  and  their  staff  are  prohibited  from  accepting  a gift  in  excess  of  five  dollars, 
per  occurrence. 

Political  fundraising  activities  and  events  may  not  be  held  in  any  location  owned  by,  or 
under  the  control  of,  the  legislature. 

Legislators  and  staff  are  prohibited  from  engaging  in  sexual  harassment. 

This  proposal  could  have  an  impact  on  the  Office  of  Administration.  There  is  currently  a 
State  Demographer,  with  statutory  duties  that  extend  beyond  those  of  legislative 
reapportionment.  If  the  existing  State  Demographer  would  be  expected  to  assume  the  role 
of  “Non-partisan  State  Demographer”,  there  would  be  no  fiscal  impact.  However,  if  that 
post  is  filled  by  another  individual,  the  salary  and  benefits  costs  would  be  an  estimated 
$125,993  in  fiscal  year  2021,  adjusted  for  inflation.  In  either  scenario,  the  cost  for  other 
staff  hired  for  the  purposes  of  redistricting  would  remain  the  same. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 


Officials  from  the  Missouri  Ethics  Commission  indicated  the  proposed  initiative 
petition  does  not  have  a fiscal  impact  on  their  office. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  indicate  annual  operating  costs  may  increase  an  estimated 
$125,000  and  result  in  minimal  incarceration  costs  if  people  are  convicted  under  the 
provisions  of  this  petition.  Local  governmental  entities  report  no  expected  fiscal  impact. 
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State  Ineormation  Center 
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Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  111,  version  2 (2016-094) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


«2. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally 

signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR  S AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  3 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c)  and  20(d),  to 
read  as  follows: 

Section  2.  L The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]_or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
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highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties.  ; V ' 

>*■ 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent  two  percent  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  L Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  often  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  ot  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2/The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a 
population  in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by 
the  number  thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district- level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 

each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  i^ 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  whiled 
serving  as  a member  of  the  commission.  sn  § s 

' j — o 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper^ 

venue  to  enforce  the  provisions  of  this  section.  ^ 

Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  United 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  two  calendar  years  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4.  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  . any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  Rifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates.,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political  party 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or  both. 

Section  20(d).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
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such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-094) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  proposed  initiative 
petition  does  not  have  a fiscal  impact  on  their  office. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  and  local  governmental  entities  reported  no  fiscal  impact  except  for  minimal  state 
incarceration  costs  if  people  are  convicted  under  the  provisions  of  this  petition. 
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JAMES  C.  KIRKPATRICK 

State  Information  Center 
(573)751-4936 


Jason  Kander 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


September  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  1 (2016-093) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Bradley  Ketcher  on  September  10,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick.  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  Rules  • business  services  • elections  • publications  • securities  • State  archives  • state  library  • wolenkr  library 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  City  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally 

signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or  City  of  St  Louis);  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 
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[Official  Ballot  title] 
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. being  first  duly  sworn,  sav  (print  or  tvpe  names  of  signers! 
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NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Subscribed  and  sworn  to  before  me  this day  of 

Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

A.D.  201 . 


Signature  of  Notary 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  2,  7,  12  and  19 
and  adopting  3 new  sections  to  be  known  as  Article  III  Sections  16(a),  20(c)  and  20(d),  to 
read  as  follows: 

Section  2.  L The  house  of  representatives  shall  consist  of  one  hundred  sixty-three 
members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  [and]_or,  in  the  event  that  a reapportionment  has 
been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification 
by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of 
each  of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election 
shall  meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

2.  The  commission  shall  reapportion  the  representatives  by  dividing  the  population 
of  the  state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that 
the  population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
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highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultants 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an^ 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  bym 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a_ 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative  ° 
seats  should  be  distributed  evenly  between  parties. 

: ■ '-9 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be  ^ 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the  03 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  consistent  with  the  criteria  of  this  section  by  a commission  of  six  members 
appointed  from  among  the  judges  of  the  appellate  courts  of  the  state  of  Missouri  by  the 
state  supreme  court,  a majority  of  whom  shall  sign  and  file  its  apportionment  plan  and 
map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the  discharge  of  the 
apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a 
day  for  each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars, 
and,  in  addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of 
proper  venue  to  enforce  the  provisions  of  this  section. 

Section  7.  L Within  sixty  days  after  the  population  of  this  state  is  reported  to  the 
President  for  each  decennial  census  of  the  United  States,  and  within  sixty  days  after 
notification  by  the  governor  that  a reapportionment  has  been  invalidated  by  a court  of 
competent  jurisdiction,  the  state  committee  of  each  of  the  two  political  parties  casting  the 
highest  vote  for  governor  at  the  last  preceding  election  shall,  at  a committee  meeting  duly 
called,  select  by  a vote  of  the  individual  committee  members,  and  thereafter  submit  to  the 
governor  a list  often  persons,  and  within  thirty  days  thereafter  the  governor  shall  appoint 
a commission  of  ten  members,  five  from  each  list,  to  reapportion  the  thirty-four  senatorial 
districts  and  to  establish  the  numbers  and  boundaries  of  said  districts. 

If  either  of  the  party  committees  fails  to  submit  a list  within  such  time  the  governor  shall 
appoint  five  members  of  his  own  choice  from  the  party  of  the  committee  so  failing  to  act. 
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Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  secretary  of  the 
senate  within  twenty-four  hours  after  its  adoption.  Executive  meetings  may  be  scheduled 
and  held  as  often  as  the  commission  deems  advisable. 

2^The  commission  shall  reapportion  the  senatorial  districts  by  dividing  the  population  of 
the  state  by  the  number  thirty-four  and  shall  establish  each  district  so  that  the  population 
of  that  district  shall,  as  nearly  as  possible,  equal  that  figure;  no  county  lines  shall  be 
crossed  except  when  necessary  to  add  sufficient  population  to  a multi-district  county  or 
city  to  complete  only  one  district  which  lies  partly  within  such  multi-district  county  or 
city  so  as  to  be  as  nearly  equal  as  practicable  in  population.  Any  county  with  a 
population  in  excess  of  the  quotient  obtained  by  dividing  the  population  of  the  state  by 
the  number  thirty-four  is  hereby  declared  to  be  a multi-district  county. 

The  commission  shall  create  districts  in  a manner  which  maximizes  partisan  fairness  and 
competitiveness,  treating  similarly-situated  parties  equitably  so  that  each  receives  the 
same  fraction  of  legislative  seats  for  a particular  vote  percentage  as  the  other  party 
would  receive  if  it  had  received  the  same  percentage  of  the  vote.  The  commission  shall 
draw  districts  that  meet  as  closely  as  possible  the  tests  for  partisan  fairness  and 
competitiveness. 

To  that  end,  the  commission  shall  calculate  the  average  statewide  electoral  performance 
by  determining  the  number  of  votes  cast  for  the  two  top  vote-getting  parties  and  then 
calculating  the  percentage  of  those  votes  won  by  each  of  the  two  parties  casting  the 
highest  vote  for  governor  at  the  last  three  preceding  gubernatorial  elections,  for  United 
States  Senate  at  the  last  three  preceding  United  States  Senate  elections,  and  for  President 
of  the  United  States  at  the  last  three  preceding  Presidential  elections.  Using  the  resultant 
statewide  electoral  performance  index,  the  commission  shall  test  the  plan,  simulating  an 
evenly  split  statewide  election  by  normalizing  district-level  results  by  the  amount  by 
which  the  statewide  electoral  performance  index  varies  from  fifty  percent.  In  a 
hypothetical  evenly  divided  statewide  election  under  the  proposed  plan,  the  legislative 
seats  should  be  distributed  evenly  between  parties. 

The  commission  shall  promote  competitiveness  by  ensuring  the  plan  is  drawn  so  as  to  be 
equally  responsive  to  surges  in  the  electorate  favoring  either  party.  To  test  this,  the 
commission  shall  again  use  the  normalized  district-level  results  within  the  proposed  plan 
to  simulate  separate  elections  in  which  the  hypothetical  statewide  vote  varies  from  fifty 
percent  by  one  percent,  two  percent,  three  percent,  four  percent  and  five  percent  in  favor 
of  each  party.  The  number  of  additional  seats  yielded  by  the  simulation  for  any  party  for 
any  amount  it  performs  over  fifty  percent  should  be  matched  by  the  number  of  seats 
gained  by  the  other  party  when  it  performs  the  same  amount  over  fifty  percent. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven  members. 

After  the  statement  is  filed  senators  shall  be  elected  according  to  such  districts  until  a 
reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed 
within  six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand 
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discharged  and  the  senate  shall  be  apportioned  consistent  with  the  criteria  of  this  section 
by  a commission  of  six  members  appointed  from  among  the  judges  of  the  appellate  courts 
of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign  and  file 
its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date 
of  the  discharge  of  the  apportionment  commission.  Thereafter  senators  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

3.  Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session,  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while^o 
serving  as  a member  of  the  commission. 

4.  No  reapportionment  shall  be  subject  to  the  referendum. 

5.  Any  taxpayer  of  this  state  shall  have  standing  to  bring  suit  in  a circuit  court  of  proper- . 

venue  to  enforce  the  provisions  of  this  section.  ~~ 

Section  12.  1.  No  person  holding  any  lucrative  office  or  employment  under  the  Unitedco 
States,  this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or 
representative.  When  any  senator  or  representative  accepts  any  office  or  employment 
under  the  United  States,  this  state  or  any  municipality  thereof,  his  office  shall  thereby  be 
vacated  and  he  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  During  the  term  for  which  he  was  elected  no  senator  or  representative 
shall  accept  any  appointive  office  or  employment  under  this  state  which  is  created  or  the 
emoluments  of  which  are  increased  during  such  term.  This  subsection  shall  not  apply  to 
members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards,  and  notaries 
public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist, 
register  as  a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a 
paid  lobbyist  until  the  expiration  of  one  calendar  year  after  the  conclusion  of  the  session 
of  the  general  assembly  in  which  the  member  or  employee  last  served.  When  any  senator 
or  representative  violates  this  subsection  their  office  shall  thereby  be  vacated  and  shall 
thereafter  perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition, 
any  violation  of  this  subsection  shall  be  punishable  by  a term  of  imprisonment  of  up  to 
four  years  and  the  imposition  of  a fine  of  up  to  five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  paid  consultant 
to  a political  committee  or  political  candidate  or  solicit  prospective  employers  or  clients 
as  a paid  employee  or  paid  consultant  to  a political  committee  or  political  candidate. 

When  any  senator  or  representative  violates  this  subsection  their  office  shall  thereby  be 
vacated  and  shall  thereafter  perform  no  duty  and  receive  no  salary  as  senator  or 
representative.  In  addition,  any  violation  of  this  subsection  shall  be  punishable  by  a term 
of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  or  both. 


4,  For  purposes  of  this  section,  the  term  “lobbyist”  means  any  natural  person  who  acts  for 
the  purpose  of  attempting  to  influence  the  taking,  passage,  amendment,  delay  or  defeat  of 
any  official  action  on  any  bill,  appropriation,  resolution,  amendment,  nomination, 
appointment,  report  or  any  other  action  or  matter  in  either  house  of  the  general  assembly 
or  in  a legislative  committee  in  either  house  of  the  general  assembly;  or  any  natural 
person  who  acts  for  the  purpose  of  attempting  to  influence  any  action  by  the  executive 
branch  of  government  or  by  any  elected  or  appointed  official,  employee,  department, 
division,  agency  or  board  or  commission  thereof;  or  any  natural  person  who  acts  for  the 
purpose  of  attempting  to  influence  any  purchasing  decision  by  the  judicial  branch  of 
government  or  by  any  elected  or  appointed  official  or  any  employee  thereof;  or  any 
natural  person  employed  specifically  for  the  purpose  of  attempting  to  influence  _any 
action  by  a locally  elected  government  official. 

Section  16(a).  1.  No  senator  or  representative  or  their  employees  or  staff  shall  accept 
directly  or  indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value 
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from  any  lobbyist  or  lobbyist  principal  in  excess  of  five  dollars  per  occurrence.  Senators 
or  representatives  and  their  employees  and  staff  may  accept  informational  material 
relevant  to  the  general  assembly's  official  functions  and  items  that  are  available  or 
distributed  free  of  charge  to  members  of  the  general  public.  All  gifts  by  a lobbyist  or 
lobbyist  principal  to  a senator  or  representative  or  their  employees  or  staff  shall  be 
reported  to  the  ethics  commission,  or  its  successor  agency,  in  a manner  that  identifies  the 
gift,  its  value  and  the  individual  recipient.  Candidates  for  senator  or  representative, 
including  candidates  for  reelection,  or  candidates  for  offices  within  the  senate  or  house 
may  accept  campaign  contributions  consistent  with  this  article  and  applicable  campaign 
finance  law.  Any  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

2.  For  purposes  of  this  section,  the  following  terms  mean: 

“Lobbyist”,  any  natural  person  who  acts  for  the  purpose  of  attempting  to  influence  the 
taking,  passage,  amendment,  delay  or  defeat  of  any  official  action  on  any  bill, 
appropriation,  resolution,  amendment,  nomination,  appointment,  report  or  any  other 
action  or  matter  in  either  house  of  the  general  assembly  or  in  a legislative  committee 
in  either  house  of  the  general  assembly  and  is  registered  as  a lobbyist  with  the  ethics 
commission  or  its  successor  agency. 

“Lobbyist  principal",  any  person,  business  entity,  governmental  entity,  religious 
organization,  nonprofit  entity,  corporation,  association  or  other  entity  who  retains, 
designates,  employs,  contracts  for  or  compensates  a lobbyist  and  is  listed  as  a 
principal  with  the  ethics  commission  or  its  successor  agency. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or 
breach  of  the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly, 
and  for  the  fifteen  days  next  before  the  commencement  and  after  the  termination  of  each 
session;  and  they  shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any 
other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state 
laws  governing  public  access  to  public  records,  including  the  “sunshine  law.”  Legislative 
records  include,  but  are  not  limited  to,  all  records,  in  whatever  form  or  format,  of  the 
official  acts  of  the  general  assembly,  of  the  official  acts  of  legislative  committees,  of  the 
official  acts  of  members  of  the  general  assembly,  of  individual  legislators  their 
employees  and  staff,  of  the  conduct  of  legislative  business  and  all  records  that  are 
created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian 
of  legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and 
staff.  The  chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all 
other  legislative  records  relating  to  the  house  and  the  senate,  respectively. 

3.  Legislative  proceedings,  including  committee  proceedings,  shall  be  public  meetings 
subject  to  generally  applicable  law  governing  public  access  to  public  meetings,  including 
the  “sunshine  law.”  Open  public  meetings  of  legislative  proceedings  shall  be  subject  to 
recording  by  citizens,  so  long  as  the  proceedings  are  not  materially  disrupted. 

Section  20(c).  No  political  fundraising  activities  or  political  fundraising  event,  including 
the  solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate, 
initiative  petition,  referendum  petition,  ballot  measure,  political  party  or  political  party 
committee,  shall  occur  in  or  on  any  premises,  property  or  building  owned,  leased  or 
controlled  by  the  house  of  representatives,  senate  or  general  assembly.  Any  violation  of 
this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year  and  or  a fine  of  up  to 
one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or  both. 

Section  20(d).  No  senator  or  representative  or  their  employees  or  staff  shall  engage  in 
sexual  harassment.  For  purposes  of  this  section,  “sexual  harassment”  means  any 
unwelcome  sexual  advances,  requests  for  sexual  favors,  and  any  other  verbal  or  physical 
conduct  of  a sexual  nature  where  submission  to  such  conduct  is  made  either  explicitly  or 
implicitly  a term  or  condition  of  employment  or  education,  submission  to  or  rejection  of 
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such  conduct  by  an  individual  is  used  as  the  basis  for  employment  or  educational 
decisions  affecting  such  individuals,  or  such  conduct  has  the  purpose  or  effect  of 
unreasonably  interfering  with  an  individual’s  work  or  educational  performance  or 
creating  an  intimidating,  hostile,  or  offensive  working  or  educational  environment.  In 
addition  to  any  civil  or  administrative  remedy  provided  for  by  policy  or  law  for  the 
victim,  any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one 
year  and  or  a fine  of  up  to  one  thousand  dollars. 
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2015  SEP  10  RH9--28 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-093) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 
to  Article  III.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  although  the  expectation  is  for 
minimal  impact,  the  department  is  unable  to  detennine  the  exact  number  of  people  who 
would  be  convicted  under  the  provisions  of  this  petition  and  whether  or  not  additional 
inmate  beds  may  be  required.  The  cumulative  effect  of  various  new  legislation,  if  adopted 
as  statute,  may  require  institutional  facility  expansion. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  the 
contents  of  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  they  have  reviewed  this  initiative 
petition  and  determined  there  is  no  financial  impact. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  proposed  initiative 
petition  does  not  have  a fiscal  impact  on  their  office. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  and  local  governmental  entities  reported  no  fiscal  impact  except  for  minimal  state 
incarceration  costs  if  people  are  convicted  under  the  provisions  of  this  petition. 


James  C.  Kirkpatrick. 
State  Information  Center 
(573)751-4936 


September  10,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751  2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  286  & 143  (2016-092) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  September  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County. 

Page  number: 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  tile  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8U>  day 
of  November,  20 16,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  lama  registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF V- 

I, , being  first  duly  sworn,  say  (print  of  type  names  (feigners) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes)  (fits.  Town  or  Village) 

/IP 

Code 

Cong 

Dim 

NAME 

( Print  or  Tv  poll 

1. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer; • 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary; . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be 
known  as  sections  286.131  and  143.012,  to  read  as  follows: 

286. 13 1 . 1 . An  agency  to  be  known  as  “The  Climate  Crisis  Response 
Project”  is  hereby  created  within  the  Missouri  Department  of  Labor. 

2.  Funding  for  The  Climate  Crisis  Response  Project  will  be  provided 
through  revenues  from  a tax  on  capital  gains,  as  provided  for  in  Section 
143.012. 

3.  As  funds  become  available,  staff  and  workers  will  be  hired  to  plan 
projects  to  improve  energy  efficiency  in  homes  and  businesses;  manufacture 
wind  turbines  and  solar  panels;  construct  wind  farms  and  solar  farms;  and 
plant  trees. 

4.  a.  The  compensation  provided  for,  and  other  specific  policies  related 
to,  work  done  through  public  sector  employment  shall  be  determined  and  set 
by  the  labor  and  industrial  relations  commission,  but,  at  a minimum,  shall  be 
set  at  a level  that  provides  a living  wage,  which  is  hereby  defined  as  putting 
a worker,  and  her  or  his  family,  at  least  ten  percent  above  the  poverty  level, 
as  determined  by  the  federal  government,  provided  a worker  is  present  and 
working  40  hours  per  week. 

b.  If  a family  has  two  adult  members  and  no  child  under  the  age  of 
three,  compensation  will  be  based  on  both  adults  working  40  hours  per 
week,  however  in  no  event  shall  the  hourly  wage  paid  under  this  program  be 
less  than  the  applicable  minimum  wage. 

c.  Jobs  within  The  Climate  Crisis  Response  Project  that  involve  work 
that  can  be  done  with  workers  who  belong  to  a labor  union,  will  use  union 
workers  and  will  pay  the  prevailing  wage.  Any  workers  hired  for  these 
types  of  jobs  who  do  not  already  belong  to  the  appropriate  labor  union,  will 
be  required  to  join  the  appropriate  labor  union  within  thirty  days  of  being 
hired. 

d.  Management  and  administrative  positions  will  pay  a reasonable 
salary  based  on  the  prevailing  salaries  for  positions  with  similar 
responsibilities  elsewhere  within  the  government  of  the  state  of  Missouri. 

5.  Any  jobs  created  within  The  Climate  Crisis  Response  Project  that  are 
not  covered  by  a labor  union  will  pay  wages  or  salaries  that  are  as  nearly 
equivalent  to,  or  greater  than,  union  wages  for  comparable  work  as  possible. 

6.  Once  the  state  of  Missouri  is  producing  all  of  its  electricity  from 
clean,  renewable  sources,  the  funds  generated  by  the  tax  on  capital  gains 
may  be  used,  as  directed  by  appropriate  legislation,  for  infrastructure 
projects  or  to  replace  funds  generated  by  the  state  sales  tax  so  that  sales 
taxes  may  be  reduced  or  eliminated. 

143.012.  Beginning  with  the  2017  calendar  year,  a tax  of  ten  percent  on  the 
amount  of  capital  gains  reported  on  each  Missouri  resident’s  Federal  tax 
return  (Form  1040),  will  be  imposed,  with  the  funds  collected  dedicated  to 
providing  funding  for  The  Climate  Crisis  Response  Project. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-092) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapters  286 
and  143  of  the  Revised  Statutes  of  Missouri.  (Received  September  10,  2015) 


Date 


September  30,  2015 

Description 

This  proposal  would  amend  Chapters  286  and  143  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  the  Division  of 
Energy  (DE)  assumes  that  any  costs  to  administer  the  provisions  of  this  proposal  would 
be  incurred  by  the  Department  of  Labor  and  Industrial  Relations  (DOLIR)  from  the 
capital  gains  tax  imposed  by  this  proposal.  As  Missouri’s  state  energy  office,  the  DE  is 
charged  with  advancing  energy  efficiency  and  renewable  energy  projects  in  the  state.  If 
DE  is  requested  to  provide  technical  assistance  to  DOLIR  related  to  the  implementation 
or  administration  of  this  proposal  and  additional  staff  are  necessary  to  provide  this 
assistance,  it  is  assumed  that  any  costs  would  be  provided  through  contract  or  agreement 
with  the  DOLIR  and  funded  through  the  capital  gains  tax. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  (DOLIR)  indicated: 

This  petition  could  impact  Department  of  Revenue,  Office  of  Administration,  or 
Department  of  Economic  Development. 

Space  will  be  required  for  64  full  time  employees  (FTE)  throughout  the  state. 

Information  Technology  Services  Division  (ITSD)  estimates  costs  of  $299,538  in  fiscal 
year  (FY)  2017  and  $61,045  in  FY  2018  to  set  up  and  implement  the  computer  system. 

A surtax  on  capital  gains  of  10%  would  be  imposed  beginning  with  the  2017  tax  year. 
DOLIR  defers  to  the  Office  of  Administration  regarding  the  estimate  of  revenue  collected 
from  this  surtax. 

Summarize  how  this  bill  affects  the  department 

This  petition  seeks  to  create  a new  Section  286.131,  RSMo,  requiring  the  Department  of 
Labor  to  create  an  agency  known  as  the  “The  Climate  Crisis  Response  Project”.  Funds 


would  be  generated  from  a ten  percent  tax  on  capital  gains  as  stated  in  Section  143.012, 
RSMo.  As  funds  are  available,  this  agency  would  use  those  funds  to  improve  energy 
efficiency  in  homes  and  businesses;  manufacture  wind  turbines  and  solar  panels; 
construct  wind  farms  and  solar  fanns;  and  plant  trees. 

With  an  annual  revenue  estimate  of  $617,500,000,  DOLIR  estimates  4,397  FTE  could 
participate  in  The  Climate  Crisis  Response  Project  each  year.  If  revenues  increase  or 
decrease  in  a given  year,  the  number  of  participants  in  the  program  would  rise  or  fall 
proportionally.  The  DOLIR  estimates  an  additional  64  FTE  would  be  needed  to 
administer  the  program. 

ITSD  Costs— A new  system  will  be  developed  for  this  proposal. 

Long-range  implications 

Per  Sections  143.012  and  286.131,  RSMo,  a capital  gains  tax  increase  of  ten  percent 
would  be  used  to  fund  The  Climate  Crisis  Response  Project.  Projects  would  increase  or 
decrease  based  on  the  availability  of  funding.  The  proposed  language  is  unclear  regarding 
the  long-range  implications,  how  constructed  assets  would  be  managed,  and  how 
revenues  (if  any)  from  the  projects  would  be  assessed  and  used. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

This  petition  creates  a new  Section  286.131,  RSMo,  to  establish  “The  Climate  Crisis 
Response  Project”  and  143.012  to  assess  a ten  percent  tax  on  capital  gains  reported  in 
Missouri. 

Administrative  Costs  and  Management  of  Construction/Manufacturing  Projects 
It  is  estimated  that  approximately  ten  percent  of  the  available  funds  will  be  needed  for 
administration  and  to  manage  the  project  under  the  agency  known  as  “The  Climate  Crisis 
Response  Project”.  With  total  funds  available  estimated  at  $617,500,000,  an  estimated 
$5,749,330  will  be  needed  for  The  Climate  Crisis  Response  Project  agency.  Salaries  for 
agency  staff  have  been  adjusted  to  be  similar  to  union  wages.  In  addition,  it  is  assumed 
the  DOLIR  will  contract  for  the  management  of  the  construction/manufacturing  projects. 
Project  management  fees  are  estimated  to  be  10%  of  the  cost  of  wages  and  material, 
which  equates  to  $55,613,697  (10%  x (materials  $139,034,244  + labor  $417,102,729)). 

Wages  Paid 

Section  286. 131. 4. c,  RSMo,  indicates  that  jobs  within  The  Climate  Crisis  Response 
Project  will  use  union  workers  and  pay  prevailing  wages,  if  possible.  Additionally, 
Section  286.131.5,  RSMo,  indicates  that  any  jobs  not  covered  by  a labor  union  will  pay 
wages  or  salaries  that  are  as  nearly  equivalent  to,  or  greater  than,  union  wages  for 
comparable  work  as  possible.  Since  the  wages  will  vary  with  the  type  of  position,  a salary 
of  $30  per  hour  is  used  as  an  average  union  wage\prevailing  wage.  Fringe  is  computed  at 
the  standard  state  rate  of  52.005%.  It  is  estimated  that  4,397  FTE  could  be  employed 
annually  through  the  program. 


Material  Costs  for  Construction  Projects 

In  calculating  the  material  costs,  the  DOLIR  assumes  labor  to  material  costs  at  a 3 to  1 
ratio.  Using  this  ratio,  the  annual  material  cost  is  estimated  at  $139,034,244.  (1/3  of 
417,102,729). 

Summary 

Best  estimates  of  union  wages,  materials,  and  project  management  costs  have  been  used. 
Depending  on  the  work  projects,  costs  will  vary  significantly.  Therefore  the  number  of 
participates  which  could  be  funded  will  also  vary.  The  scope  of  this  statute  revision  is 
very  broad  and  the  long-range  implications  are  unknown. 

ITSD  Costs 

The  assumptions  made  are  to  import  information  from  a new  client  public  service  job 
application  form  into  a database.  Build  new  web  pages  to  display  and  update  the  client 
information.  Create  a new  exchange  of  data  with  Department  of  Mental  Health  to  retrieve 
information  on  substance  abuse,  other  additions  and  mental  health  issues  for  clients  that 
have  a public  service  job.  Create  a new  exchange  of  data  with  Department  of  Social 
Services  (DSS)  to  gather  information  on  clients  that  have  a public  service  job  that  are 
failing  to  provide  adequately  for  their  dependents.  Create  a new  exchange  with  DSS  to 
send  client  information  to  have  vouchers  produced  from  the  DSS  programs  currently  in 
place  like  food  stamps.  Create  a new  exchange  with  Department  of  Revenue  to  receive 
client  information  for  the  W-4  dependent.  Create  a new  exchange  with  Department  of 
Economic  Development  to  receive  client  infonnation  on  aptitude  test  and  training.  Create 
a new  exchange  with  a vendor  to  send  payment  information  for  them  to  produce  the 
payment.  Create  a new  exchange  with  State  Advantage  for  Missouri  (SAMII).  If  DOLIR 
cannot  use  DSS  voucher  system  then  the  cost  will  increase  significantly  for  DOLIR  to 
produce  vouchers.  Create  a financial  min  system  to  track  the  financial  piece  along  with 
financial  reports.  Scanning  and  imaging  of  the  fonn.  The  system  will  require  a new 
database  and  services  from  the  State  Data  Center. 

Officials  from  the  Department  of  Revenue  indicated  the  total  increased  costs  would  be 
$164,089  for  LY  2017,  $168,172  for  LY  2018,  and  $169,922  for  LY  2019.  Increased 
revenue  is  expected  to  be  $35 1,400,000  per  year. 

If  excess  funds  remain  after  all  applicants  have  been  employed,  the  legislation  transfers 
this  excess  to  General  Revenue,  less  enough  reserve  to  meet  the  next  12  month  period. 

This  legislation  may  create  a positive  impact  on  state  revenues. 

Section  143.012,  RSMo 

Beginning  January  1,  2017,  the  legislation  imposes  a 10  percent  tax  on  capital  gains 
reported  on  a Missouri  resident  taxpayer’s  federal  tax  return.  Lunds  generated  from  the 
tax  on  capital  gains  will  fund  the  Climate  Crisis  Response  Project. 


For  tax  year  2013,  taxpayers  reported  positive  capital  gains  of  $3,514  billion  on  federal 
tax  returns  filed  by  Missouri  residents.  The  department  anticipates  collecting  an  estimated 
$351.4  million  from  the  10  percent  surtax  to  provide  funding  for  public  sector 
employment  through  the  Division  of  Employment  Security. 

Section  286.131,  RSMo 

This  section  creates  the  Climate  Crisis  Response  Project.  The  legislation  funds  the  project 
through  a tax  on  capital  gains  as  provided  in  Section  143.012,  RSMo.  Once  established, 
personnel  will  plan  projects  to  improve  energy  efficiency  in  homes  and  businesses, 
manufacture  wind  turbines,  solar  panels,  construct  wind  and  solar  farms,  and  plant  trees. 

Once  the  state  produces  electricity  from  renewable  sources,  funds  generated  by  the  tax 
may  be  used  for  infrastructure  projects  or  replace  funds  generated  by  state  sales  tax, 
reducing  or  eliminating  sales  tax. 

Administrative  Impact: 

Personal  Tax 

Personal  Tax  requires  form  and  programming  changes.  Additionally,  Personal  Tax 
requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  for  error 
correction  and  correspondence. 

Collections  & Tax  Assistance 

This  section  anticipates  additional  contacts  on  the  surtax,  notice  of  adjustment,  and 
billings.  Collections  & Tax  Assistance  requires  two  (2)  Tax  Collection  Technicians  I 
(Range  10,  Step  L)  for  additional  contacts  on  the  delinquent  and  non-delinquent  tax  lines. 
Each  technician  requires  CARES  equipment  and  license. 

Business  Tax 

The  department  may  require  the  generation  of  a report  to  identify  the  amount  of  capital 
gains  tax  due. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 


Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  the  proposal  adds  Sections 
286.131  and  143.012,  RSMo,  to  create  the  Climate  Crisis  Response  Project  in  the 
Department  of  Labor.  The  program  would  provide  workers  to  plan  projects  to  improve 
energy  efficiency  in  homes  and  businesses;  manufacture  wind  turbines  and  solar  panels; 
construct  wind  farms  and  solar  farms;  and  plant  trees. 

This  program  would  be  funded  with  revenue  created  by  a 10  percent  capital  gains  surtax. 
Using  Tax  Year  2012  data,  capital  gains  for  Missouri  taxpayers  totaled  $617.5  billion; 
therefore,  the  office  estimates  that  10  percent  surtax  would  increase  total  state  revenue  by 
up  to  $617.5  million  with  the  revenue  directed  to  the  program.  After  the  state  of  Missouri 
is  producing  all  of  its  electricity  from  clean,  renewable  sources,  the  funds  generated  by 
the  surcharge  may  be  used  for  infrastructure  projects  or  to  replace  funds  generated  by  the 
state  sales  tax  so  that  sales  taxes  may  be  reduced  or  eliminated. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  City  of  Raymore  indicated  the  fiscal  impact  is  unknown.  While  this 
proposal  does  not  directly  affect  the  revenues  and  expenses  of  Raymore,  it  does  affect  its 
residents.  If  approved  this  could  affect  the  residents  net  available  funds  which  could 
affect  their  abilities  to  pay  local  taxes,  local  utilities,  not  to  mention  less  spending  money 
which  effects  sales  taxes. 

Officials  from  the  University  of  Missouri  indicated  the  university  has  reviewed  the 
initiative  petition  and  determined  there  is  no  financial  impact. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  revenue  increases  of  $351  million  to  $617 
million  to  fund  the  proposed  program.  State  governmental  entities  estimate  startup  costs 
of  $360,000  and  annual  operating  costs  of  $169,000.  The  fiscal  impact  to  local 
governments  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  4,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  192(2016-091) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  September  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 


Sheri  Hoffman 
Barbara  Wood 
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County: 

Page  number: 

It  Is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  a*  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 
County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  Sri  correctly 


written  after  my  name. 


(Official  Ballot  Title) 


^v?'  C-. 

>4Y 

m ;•-» 


cjn 

CO 

rn 

-o 

I 


TO 

-‘1 


'_~r» 


rr] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


NAMI 

(Signature) 

Dale 

Sieneii 

REGISTERED  VOTING  ADDRESS 
(Struct.  No  I’D  Boxes)  (ITlv.  'limit  or  Village) 

/ip 

C\hJc 

Cong 

Dim 

NAME 

(Prntl  or  Typed) 

). 

i. 
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t. 

i. 

i, 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 

1 am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary:  _ 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

One  new  section  of  the  Revised  Missouri  Statutes  is  enacted,  to  be  known  as 
section  192.008,  to  read  as  follows: 

192.008.  1.  ‘The  Missouri  Health  Insurance  Cooperative”  (hereinafter 
referred  to  as  “MHIC”)  is  hereby  created,  within  the  department  of  health 
and  senior  services,  to  provide  health  insurance  for  citizens  of  Missouri  who 
wish  to  become  members  of  the  cooperative. 

2.  The  MHIC  shall  be  administered  by  the  director  of  the  department 
of  health  and  senior  services. 

3.  The  state  of  Missouri  is  authorized  to  issue  bonds  to  cover  the  start- 
up costs  for  the  MHIC  and  any  shortages  of  funds  needed  to  pay  authorized 
benefits  until  such  time  as  the  premiums  and  out-of-pocket  maximums  for 
members  have  been  adjusted  to  fully  cover  administrative  expenses  and 
benefits  paid  with  money  collected  from  premiums  paid  by  members. 

4.  Memberships  in  The  Missouri  Health  Insurance  Cooperative  shall 
be  available  beginning  no  later  than  January  1.  2018. 

5.  Enrollment  in  The  Missouri  Health  Insurance  Cooperative 
(hereinafter  referred  to  as  “MHIC”)  shall  be  voluntary  and  limited  to  citizens 
of  the  state  of  Missouri. 

6.  The  MHIC  shall  be  revenue-neutral.  The  percentages  of  income 
established  for  premiums  and  out-of-pocket  maximums  shall  be  adjusted 
annually  and  set  at  levels  that  will  insure  that  revenues  are  sufficient  to  cover 
all  costs,  including  amounts  paid  out  to  members  for  health  care  expenses  in 
excess  of  their  out-of-pocket  maximum  and  all  administrative  expenses;  as 
well  as  funds  necessary  to  pay  principal  and  interest  on  bonds  issued  to  fund 
start-up  costs  for  MHIC. 

7.  Premiums  for  insurance  coverage  through  MHIC,  as  well  as  the 
annual  out-of-pocket  maximum  for  members  will  be  based  on  percentages  of 
each  member’s  gross  annual  income,  as  determined  by  the  board.  Premiums 
are  to  be  set  as  low  as  possible  and  out-of-pocket  maximums  set  no  higher 
than  necessary  to  maintain  the  revenue  neutral  status  of  the  MHIC,  while 
making  membership  as  affordable  as  possible. 

8.  Only  treatments  and  procedures  deemed  medically  necessary,  as 
determined  by  the  department  of  health  and  senior  services  shall  be  covered 
through  the  MHIC. 

9.  Members  who  waive  coverage  for  health  care  expenses  and 
treatments  commonly  associated  with  smoking  tobacco  or  consuming 
alcohol  or  recreational  use  of  drugs  will  receive  a discount  on  their 
premiums  that  reflects,  as  accurately  as  possible  the  benefits  to  The  MHIC 
as  a result  of  not  having  to  pay  for  such  care  and  treatment.  Should  the 
general  assembly  elect  to  provide  subsidies  to  MHIC  for  health  care 
expenses  and  treatments  commonly  associated  with  smoking  tobacco, 
consuming  alcohol,  or  other  recreational  drug  use  through  the  collection  of 
excise  taxes  on  tobacco  products,  alcohol,  or  recreational  drugs,  this 
discount  will  be  suspended  and  all  members  of  MHIC  will  pay  the  same 
percentage  of  their  income  as  premiums. 

10.  Members  of  the  MHIC  and  health  care  providers  in  the  state  of 
Missouri,  are  responsible  for  keeping  records  and  receipts  for  covered  health 
care,  to  be  furnished  to  the  MHIC  in  the  event  that  expenses  for  needed 
health  care  exceed  the  out-of-pocket  maximum  for  a given  calendar  year  and 
reimbursement  is  thereby  requested. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-091) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapter  192 
of  the  Revised  Statutes  of  Missouri.  (Received  September  4,  2015) 


Date 


September  24,  2015 

Description 

This  proposal  would  amend  Chapter  192  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated: 

An  unknown  number  of  staff  to  oversee  the  Missouri  Health  Insurance  Cooperative 
program  would  require  rental  space,  located  in  Jefferson  City. 

Unknown  IT  costs  or  savings  related  to  this  proposal. 

Section  192.008.7,  RSMo,  of  the  petition  states  that  program  would  be  revenue-neutral. 

Section  192.008,  RSMo,  creates  a new  health  insurance  program,  The  Missouri  Health 
Insurance  Cooperative  (MHIC),  with  oversight  by  the  Department  of  Health  and  Senior 
Services  (DHSS).  MHIC  is  to  be  available  by  January  1,  2018  which  is  six  months  of 
fiscal  year  (FY)  2018. 

The  program  is  to  be  self-supporting  by  annually  adjusting  premiums  and  out-of-pocket 
maximums  to  ensure  that  all  costs  as  well  as  funds  necessary  to  pay  principal  and  interest 
on  bonds  issued  to  fund  start-up  costs  for  the  MHIC. 

DHSS  is  unable  to  determine  the  number  of  individuals  who  would  participate  in  MHIC. 
In  addition,  the  premium  rates  charged  by  MHIC  could  be  affected  by  items  such  as  (1) 
costs  for  covered  services,  (2)  the  scope  of  benefits  that  are  included,  (3)  the  plan's  cost- 
sharing requirements,  and  (4)  the  health  status  of  the  plan's  enrollees.  Also,  the  MHIC 
program  oversight  responsibilities  and  costs  would  be  directly  impacted  by  the  size  of  the 
program  (i.e.,  number  of  participants,  list  of  covered  services,  etc.).  The  Office  of 
Administration  could  issue  bonds  for  startup  costs  and  to  cover  initial  shortages.  DHSS  is 
not  able  to  detennine  the  amount  of  startup  cost,  premium  rates,  etc.  DHSS  does  not 
administer  a similar  program  of  any  kind,  so  significant  unknown  staffing  or  contractual 
costs  would  be  necessary.  Due  to  the  numerous  unknown  factors,  DHSS  is  submitting  an 
Unknown  Expense  equal  to  Unknown  Revenue  (Revenue  Neutral-zero  impact)  fiscal 
note. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 


Officials  from  the  Department  of  Corrections  indicated  no  impact. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  the  proposal  adds  Section  192.008 
RSMo,  to  create  the  Missouri  Health  Insurance  Cooperative  (MHIC)  which  will  be 
administered  by  the  Department  of  Health  and  Senior  Services.  The  state  is  authorized  to 
issue  bonds  to  cover  start-up  costs  and  funds  needed  for  the  program  until  the  premium 
base  has  been  established  and  is  able  to  pay  benefits  and  administrative  costs.  Premium 
levels  are  to  be  set  and  adjusted  annually  in  order  to  raise  sufficient  funds  to  cover  all 
costs,  including  principal  and  interest  on  bonds. 

This  initiative  does  not  specify  who  within  the  state  has  the  authority  to  issue  bonds. 
There  must  be  a vote  of  the  citizens  or  there  must  be  a specifically  named  Board  of  which 
a majority  vote  is  required  before  bonds  are  issued.  If  it  was  determined  that  the  Board  of 
Public  Buildings  would  issue  the  bonds,  the  bond  issuance  duties  would  be  carried  out  by 
the  Office  of  Administration.  Those  duties  could  be  assumed  by  current  staff  at  no 
additional  cost.  However,  there  would  be  a cost  to  the  state  for  the  bond  issuance  and 
potentially  for  the  principal  and  interest  payments  until  the  MHIC  became  self- 
supporting.  The  Office  of  Administration  is  unable  to  estimate  the  cost  as  it  would  be 
dependent  upon  the  amount  of  bonds  issued.  For  example,  issuing  $10,000,000  would 
cost  about  $692,000  per  year  for  25  years  plus  an  issuance  cost  of  $250,000.  It  is 
expensive  to  issue  bonds  regularly,  especially  for  relatively  small  amounts  of  money  such 


as  this.  It  may  make  more  sense  for  an  entity  to  borrow  funds  from  a bank  in  the  form  of 
a revolving  loan  instead  of  through  the  municipal  markets. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  the  city  collects  approximately  $54 
million  from  a 72-cents  per  $100  property  tax  levy  for  public  health  purposes.  A healthier 
population  could  require  less  local  support  of  healthcare  providers. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  effect. 

Officials  from  University  of  Missouri  indicated  there  is  no  fiscal  impact  on  their 
university. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

The  program  is  required  to  be  revenue  neutral.  Therefore  no  costs  or  savings  are  expected 
for  state  and  local  governmental  entities. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751-2301 


September  4,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  286  & 143  (2016-090) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  September  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


SEP  U <»  21.3 

STATE  AUDITOKL  crH(T 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . 


. County  (or  city  of  St.  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8U>  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  jjn^ 
County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 liveare  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I,  , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


NAME 
( Signature ) 

Dale 

Slimed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  1*0  llovesl  (City . lown  or  Village) 

/‘P 

Code 

Cong 

Dim 

name: 

1 Print  or  Tvpedl 

1. 

!. 

1. 

1. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer:  . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


\(s-Q90 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as 
sections  286.131  and  143.012,  to  read  as  follows: 

286. 131.  1 . Effective  June  1,  2018,  the  division  of  employment  security  will  begin  to 
provide  employment  through  a program  to  be  known  as  “public  sector  employment,’'’  in 
lieu  of  unemployment  benefits  to  as  many  eligible  citizens  of  Missouri  as  possible  with 
the  funds  available. 

2.  Public  sector  employment  will  be  available  only  to  residents  of  the  state  of 
Missouri. 

3.  If  funding  is  insufficient  to  provide  employment  for  all  applicants,  priority 
placement  will  be  given  to  the  applicants  with  the  greatest  number  of  dependents  (as 
claimed  on  the  applicant’s  federal  Form  W-4). 

4.  a.  The  compensation  provided  for,  and  other  specific  policies  related  to,  work 
done  through  public  sector  employment  shall  be  determined  and  set  by  the  labor  and 
industrial  relations  commission,  but  shall  be  set  at  a level  that  provides  a living  wage, 
which  is  hereby  defined  as  putting  a worker  and  her  or  his  family  at  least  ten  percent 
above  the  poverty  level,  as  determined  by  the  federal  government,  provided  a worker  is 
present  and  working  40  hours  per  week. 

b.  If  a family  has  two  adult  members  and  no  child  under  the  age  of  three,  both 
adults  will  be  required  to  work  40  hours  per  week,  however  in  no  event  shall  the  hourly 
wage  paid  under  this  program  be  less  than  the  applicable  minimum  wage- 
s' The  work  done  as  public  sector  employment  should  be  directed  toward  projects  that 
have  some  public  benefit  for  the  state  of  Missouri.  Initial  projects  should  have  a 
particular  focus  on  improving  the  energy  efficiency  of  existing  publically  owned 
buildings,  constructing  state-owned  and  operated  wind  and  solar  projects,  and  planting 
trees. 

6.  Applicants  for  public  sector  employment  may  be  required  to  take  aptitude  tests  to 
determine  the  jobs  for  which  they  may  be  best  suited  and  to  receive  training  designed  to 
improve  their  skills.  Normal  rates  of  compensation  provided  under  this  program  will  be 
paid  for  time  spent  testing  and  training. 

7.  In  the  event  that  an  applicant  employed  through  these  public  works  projects 
consistently  fails  to  provide  adequately  for  the  needs  of  his  or  her  dependents,  as  a result 
of  substance  abuse  problems,  other  addictions,  or  other  mental  health  issues,  guidance 
and  assistance  in  financial  management  shall  be  offered.  Should  the  applicant  continue  to 
misuse  the  income  being  provided  through  these  public  works  projects,  an  amount  equal 
to  ninety  percent  of  the  income  earned  may  be  paid  in  the  form  of  vouchers  to  be  used 
exclusively  to  pay  for  rent,  food,  utilities,  and  medical  care  for  the  employee  and  her  or 
his  dependents. 

143.012.  1 Repinning  with  the  2017  calendar  year,  a surtax  of  ten  percent  on  the  amount 
of  capital  gains  reported  on  each  Missouri  resident’s  Federal  tax  return  (Form  1040),  will 
be  imposed,  with  the  funds  collected  dedicated  to  providing  funding  for  public  sector 
employment  through  the  division  of  employment  security. 

2.  To  the  extent  that  public  sector  employment  reduces  the  funding  needed  to 
provide  various  forms  of  public  assistance,  the  state  of  Missouri  shall  seek  approval  from 
the  government  of  the  United  States  of  America  to  transfer  funding  provided  for  such 
assistance  programs  to  the  division  of  employment  security. 

3.  In  the  event  that  excess  funds  remain  after  all  applicants  for  employment  have 
been  employed,  all  funds  beyond  a reserve  sufficient  to  meet  anticipated  funding  for  the 
succeeding  twelve-month  period,  as  determined  by  the  commission,  shall  be  transferred 
to  the  general  fund.  If,  after  funds  have  been  transferred  to  the  general  fund,  unexpected 
demand  for  public  sector  employment  results  in  a shortfall  of  revenue  needed  to  fully 
fund  the  program,  an  amount  equal  to  all  funds  transferred  to  the  general  fund  during  the 
preceding  12  month  period  shall  be  returned  to  the  division  of  employment  security. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-090) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapters  286 
and  143  of  the  Revised  Statutes  of  Missouri.  (Received  September  4,  2015) 


Date 


September  24,  2015 

Description 

This  proposal  would  amend  Chapters  286  and  143  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  (DOLIR)  indicated: 

The  proposal  could  affect  any  agency  that  administers  any  public  assistance  programs. 

Space  will  be  required  for  1,271  full  time  employees  (FTE)  throughout  the  state. 

There  are  over  138,000  small  businesses  covered  under  Missouri's  unemployment 
insurance  system.  Because  Missouri's  Unemployment  Insurance  Compensation  (UI) 
program  is  certified  in  conformity  with  Federal  UI  laws,  most  employers  never  actually 
pay  the  total  6.0%  in  Federal  Unemployment  Tax  Act  (FUTA)  taxes  due  to  the  credits 
they  receive  for  the  payment  of  state  unemployment  taxes  and  for  paying  reduced  rates 
under  an  approved  experience  rating  plan.  However,  since  this  bill  could  cause  Missouri's 
program  to  be  out  of  compliance  or  out  of  conformity,  Missouri  employers  would  pay  the 
full  6.0%,  or  approximately  an  additional  $889  million  per  year. 

Information  Technology  Services  Division  (ITSD)  estimates  costs  of  $299,538  in  FY 
2017  and  $61,405  in  FY  2018  to  set  up  and  implement  the  computer  system. 

A surtax  on  capital  gains  of  10%  would  be  imposed  beginning  with  the  2017  tax  year. 
DOLIR  defers  to  the  Office  of  Administration  regarding  the  estimate  of  revenue  collected 
from  this  surtax. 


Summarize  how  this  bill  affects  the  department 


This  petition  seeks  to  create  a new  Section  286.131,  RSMo,  requiring  the  Division  of 
Employment  Security  (DES)  to  provide  employment  through  a program  called  "Public 
Sector  Employment"  in  lieu  of  unemployment  benefits.  It  is  unclear  to  the  DES  whether 
this  public  works  program  is  designed  to  be  voluntary  or  mandatory.  If  this  language  is 
interpreted  to  prohibit  otherwise  eligible  individuals  from  filing  claims  for  the  payment  of 
unemployment  benefits,  a conformity  issue  with  federal  law  would  be  raised. 

This  petition  also  creates  Section  143.012.2,  RSMo,  that,  under  certain  conditions,  would 
pennit  the  state  to  seek  funding  for  the  program  from  various  forms  of  public  assistance. 
If  this  provision  would  allow  the  state  to  seek  funding  from  the  unemployment  insurance 
trust  fund  for  the  public  works  program  then  a conformity  issue  with  federal  law  would 
be  raised. 

The  federal  and  state  governments  are  jointly  responsible  for  administering  the  UI 
program.  State  administrative  grants  are  needed  to  operate  the  UI  program  and  for 
employers  to  qualify  for  certain  tax  credits. 

Depending  upon  interpretation,  this  bill  could  create  several  confonnity  issues  with 
federal  unemployment  law.  Non-conformity  with  federal  law  could  jeopardize  the 
certification  of  Missouri's  UI  program.  If  the  program  fails  to  be  certified,  Missouri 
would  lose  approximately  $38  million  in  federal  funds  the  state  receives  each  year  to 
administer  the  UI  program.  Additionally,  Missouri  would  lose  the  approximately  $12 
million  in  federal  funds  each  year  the  Department  of  Economic  Development-Division  of 
Workforce  Development  uses  for  Wagner-Peyser  reemployment  services. 

The  FUTA  imposes  a 6.0%  payroll  tax  on  employers.  Most  employers  never  actually  pay 
the  total  6.0%  due  to  credits  they  receive  for  the  payment  of  state  unemployment  taxes 
and  for  paying  reduced  rates  under  an  approved  experience  rating  plan.  FUTA  allows 
employers  tax  credits  up  to  a maximum  of  5.4%  against  the  FUTA  payroll  tax  if  the  state 
UI  law  is  approved  by  the  Secretary  of  Labor.  However,  if  this  bill  causes  Missouri's 
program  to  be  out  of  compliance  or  out  of  conformity,  Missouri  employers  would  pay  the 
full  6.0%  or  approximately  an  additional  $889  million  per  year. 

DOLIR  assumes  the  state  unemployment  tax  would  still  be  collected  and  deposited  into 
the  UI  Trust  Fund  because  the  proposal  does  not  repeal  those  statutes.  If  the  UI  Trust 
Fund  no  longer  pays  out  unemployment  benefits,  the  lack  of  unemployment  payouts 
would  lead  to  a 0%  contribution  rate  for  employers  with  no  revenue  deposited  to  the  UI 
Trust.  This  would  effectively  negate  the  purpose  of  the  fund  and  the  statutes  that  govern 
it. 

Regardless  of  whether  the  program  would  be  mandatory,  DOLIR  estimates  it  would  need 
FTE  and  ongoing  costs  to  set  up  and  administer  the  program. 


Using  the  assumptions  described  later  in  this  response,  the  estimated  cost  per  participant 
in  the  Public  Sector  Employment  Program  is  $18,904  ($3,038,908,429  160,753)  in 

fiscal  year  (FY)  2019.  This  proposal  indicates  that  as  many  eligible  citizens  of  Missouri 
as  possible  should  be  served  with  the  funds  available.  With  an  annual  revenue  estimate  of 
$617,500,000,  DOLIR  estimates  32,665  individuals  could  participate  in  the  Public  Sector 
Work  Program  each  year.  If  revenues  increase  or  decrease  in  a given  year,  the  number  of 
participants  in  the  program  would  rise  or  fall  proportionally. 

ITSD  Costs— A new  system  will  be  developed  for  this  proposal. 

Long-range  implications 

As  the  program  becomes  established,  individuals  would  be  deferred  from  public 
assistance  to  the  “Public  Sector  Employment”  program,  which  could  result  in  a decrease 
in  unemployment  benefit  payments  by  DOLIR  and  in  public  assistance  payments  from 
other  agencies. 

Ongoing  costs  associated  with  the  program  would  be  the  same  as  those  covered  in  the 
estimate  period. 

DOLIR  assumes  the  state  unemployment  tax  would  still  be  collected  and  deposited  into 
the  UI  Trust  Fund  because  the  proposal  does  not  repeal  those  statutes.  If  the  UI  Trust 
Fund  no  longer  pays  out  unemployment  benefits,  the  lack  of  unemployment  payouts 
would  lead  to  a 0%  contribution  rate  for  employers  with  no  revenue  deposited  to  the  UI 
Trust.  This  would  effectively  negate  the  purpose  of  the  fund  and  the  statutes  that  govern 
it. 

Assumptions  and  methodology  used  in  arriving  at  state  fiscal  impact 

This  petition  creates  a new  Section  286.131,  RSMo,  to  establish  a public  sector  works 
program  to  be  operated  by  the  DES  to  provide  employment  in  lieu  of  unemployment 
benefits  to  as  many  eligible  citizens  as  possible.  It  is  unclear  whether  this  program  would 
be  voluntary  or  mandatory.  If  the  program  is  interpreted  to  be  a mandatory  program 
and  prohibits  otherwise  eligible  individuals  from  filing  claims  for  the  payment  of 
unemployment  benefits,  a conformity  issue  with  federal  law  would  be  raised. 

The  federal  and  state  governments  are  jointly  responsible  for  administering  the  UI 
program.  State  administrative  grants  are  needed  to  operate  the  UI  program  and  for 
employers  to  qualify  for  certain  tax  credits.  Non-confonnity  with  federal  law  could 
jeopardize  the  certification  of  Missouri’s  UI  program.  If  the  program  fails  to  be  certified, 
Missouri  would  lose  approximately  $38  million  in  federal  funds  the  state  receives  each 
year  to  administer  the  UI  program.  Additionally,  Missouri  would  lose  the  approximately 
$12  million  in  federal  funds  each  year  the  Department  of  Economic  Development- 
Division  of  Workforce  Development  uses  for  Wagner-Peyser  reemployment  services. 


If  this  program  is  designed  to  be  voluntary,  meaning  individuals  have  a choice  between 
accepting  a public  works  position  or  claiming  unemployment  benefits,  then  no  federal 
conformity  issue  is  raised.  However,  the  DES  receives  a federal  UI  administrative  grant 
to  operate  Missouri’s  UI  program.  Section  303(a)(8)  of  the  Social  Security  Act  limits  the 
expenditure  of  UI  grant  funds  to  amounts  necessary  for  “the  proper  and  efficient 
administration”  of  the  State’s  UI  law.  The  costs  for  developing,  administering,  and 
maintaining  the  “Public  Sector  Employment”  program  are  not  considered  a necessary 
expense  for  the  “proper  and  efficient  administration”  of  the  State’s  UI  law;  therefore, 
they  are  not  allowable  expenditures  from  the  State’s  UI  grant.  As  such,  all  funding 
necessary  to  develop,  administer  and  maintain  this  program  will  need  to  come  from  the 
surtax  established  by  the  proposed  statutes  or  from  general  revenue. 

The  DES  estimates  the  total  cost  to  develop,  adminsister  and  maintain  the  Public  Sector 
Employment  program  to  be  roughly  $3  billion  per  year  if  it  were  to  serve  the  entire 
population  of  unemployed  individuals  which  currently  claim  benefits.  In  estimating  the 
total  costs  of  the  program,  the  DES  made  the  following  assumptions  and  estimates. 

Placement  and  DES  Administrative  Costs 

The  DES  estimates  120,000  individuals  will  qualify  for  unemployment  benefits  annually 
and  could  be  placed  in  the  Public  Sector  Employment  program.  Additionally, 
approximately  40,753  individuals  may  qualify  if  they  are  a part  of  a family  that  has  two 
adult  members  and  no  child  under  the  age  of  six  (initiative  petition  indicates  under  the 
age  of  three,  but  only  statistics  available  are  under  the  age  of  six)  . The  DES  estimates  up 
to  160,753  individuals  may  qualify  for  this  program  annually.  The  DES  estimates  the 
average  costs,  with  fringe,  per  DES  employee  is  about  $30.00  per  hour.  The  DES 
assumes  it  will  take  a total  of  15  hours  staff  time  for  each  Public  Sector  Employment  job 
placement/  enrollment  at  approximately  $30  per  hour  for  a total  cost  of  $72,338,850 
(160,753  x $450).  This  equates  to  approximately  1,159  staff.  Additional  funds  will  be 
needed  for  ongoing  equipment  and  operating  supplies  to  support  the  operation  of  the 
program. 

In  addition,  the  DES  assumes  it  will  need  10%  of  the  DES  staffing  costs  for  making 
placements  to  manage  and  administer  the  Public  Sector  Employment  program.  This 
equates  to  $7,233,885  ($72,338,850  X .10)  and  approximately  70  FTE  and  ongoing 
expenses  related  to  managing  the  program. 

* The  chart  below  illustrates  how  the  approximately  40,753  additional  individuals  were 
calculated.  Statistics  for  children  under  3 were  not  available,  so  available  statistics  for 
children  under  the  age  of  six  were  used.  This  is  based  on  the  total  households  in  Missouri 
(2,375,611)  and  the  unemployment  rate  of  5.80%.  2013  American  Community  Survey 
(S2302) 


Households  with  1 worker  in  the  past  12  months 

781,576 

Households  with  children  under  6 with  1 worker 

78,939 

Households  in  MO  with  1 worker  and  no 
children  under  6 

781,576-78,939  = 702,637 

Households  in  MO  with  1 worker  and  no 
children  under  6 (based  on  5.80% 
unemployment) 

702,637  * 5.8%  = 40,753 

Wages  Paid  to  Participants 

The  DES  assumes  the  applicants  placed  in  the  job  programs  will  be  considered  state 
employees.  The  DES  assumes  it  will  provide  20  weeks  of  work  (40  hours  each  week)  for 
each  applicant.  The  DES  based  the  average  wage  at  a level  that  provides  a living  wage, 
which  is  defined  as  putting  a worker  and  her  or  his  family  at  least  ten  percent  above  the 
poverty  level.  The  DES  estimates  that  the  average  hourly  wage,  with  fringe,  for  each 
participant  placed  in  the  program  will  be  $15.00.*  If  the  DES  were  to  employ  all  160,753 
estimated  applicants,  at  $15.00  per  hour,  for  20  weeks,  the  total  cost  of  the  annual  wages 
paid  to  the  participants  would  be  $1,929,036,000  (160,753  X 20  X 40  X $15). 


* The  chart  below  provides  the  minimum  hourly  wage  required  for  an  individual  to  be  at 
least  ten  percent  above  the  federal  government  poverty  level,  based  on  family  size. 


Family 

Size 

100% 

FPL 

110% 

FPL 

110%  FPL 
Hourly 
Wage 

Pay  Rate 
(10%  over 
FPL) 

Number  of 
Households  in 
Missouri 

Total  Income 
Needed  to  Meet 
110%  of  FPL 

1 

$11,770 

$12,947 

$6.22 

$7.65 

672,276 

$8,703,957,372 

2 

$15,930 

$17,523 

$8.42 

$8.42 

822,516 

$14,412,947,868 

3 

$20,090 

$22,099 

$10.62 

$10.62 

370,462 

$8,186,839,738 

4 

$24,250 

$26,675 

$12.82 

$12.82 

296,548 

$7,910,417,900 

5 

$28,410 

$31,251 

$15.02 

$15.02 

134,977 

$4,218,166,227 

6 

$32,570 

$35,827 

$17.22 

$17.22 

49,861 

$1,786,370,047 

7 

$36,730 

$40,403 

$19.42 

$19.42 

28,971 

$1,170,515,313 

8 

$40,890 

$44,979 

$21.62 

$21.62 

= 2,375,611 

= $46,389,214,465 

Average  wage  required  to  meet  1 10%  of  FPL  = $19,527.28 
Average  hourly  rate  = $9.39 


Material  Costs  for  Construction  Projects 

In  calculating  the  material  costs,  the  DES  assumes  labor  to  material  costs  at  3 to  1 ratio. 
Using  this  ratio,  the  annual  material  cost  is  estimated  at  $636,581,880  ($1,929,036,000  X 
.33). 

Management  of  Construction  Projects 

The  DES  will  contract  the  management  of  the  construction  projects  to  the  Office  of 
Administration,  Division  of  Design  and  Construction.  The  DES  assumes  management 
fees  will  be  10%  of  the  cost  of  wages  and  material,  which  equates  to  $256,561,788 
($2,565,617,880  X .10). 


Skill  Assessment  and  Training  Costs 

The  DES  will  contract  with  the  Department  of  Economic  Development,  Division  of 
Workforce  Development  for  the  cost  of  administering  skills  test  and  job  training  to  each 
applicant  in  the  Public  Sector  Employment  program.  The  DES  estimates  the  skills  test  of 
each  participant  will  require  0.5  hours  of  time  at  $30.00  per  hour  for  a total  cost  of 
$2,41 1,295  (160,753  X $15).  In  addition,  the  DES  estimates  the  average  training  for  each 
participant  will  require  20  hours  of  time  at  $30.00  per  hour  for  a total  cost  of  $96,45 1,800 
(160,753  X $600). 

Monitoring  of  Participants 

The  DES  will  contract  with  the  Department  of  Social  Services  for  the  cost  of  monitoring 
each  participant  in  the  Public  Sector  Employment  program.  The  DES  estimates  the 
monitoring  of  each  participant  will  require  8 hours  of  time  at  $30.00  per  hour  for  a total 
cost  of  $38,580,720  (160,753  X $240). 

Section  143.012.2,  RSMo,  stipulates  that  under  certain  conditions  the  state  shall  seek 
funding  for  the  public  sector  works  program  from  various  forms  of  public  assistance,  if 
approved  by  the  federal  government.  If  there  are  no  public  assistance  funds  available,  the 
program  would  be  supported  by  the  capital  gains  surtax  and  general  revenue. 

DOLIR  assumes  the  state  unemployment  tax  would  still  be  collected  and  deposited  into 
the  UI  Trust  Fund  because  the  proposal  does  not  repeal  those  statutes.  If  the  UI  Trust 
Fund  no  longer  pays  out  unemployment  benefits,  the  lack  of  unemployment  payouts 
would  lead  to  a 0%  contribution  rate  for  employers  with  no  revenue  deposited  to  the  UI 
Trust.  This  would  effectively  negate  the  purpose  of  the  UI  Trust  fund  and  the  statutes  that 
govern  it. 

ITSD  Costs 

The  assumptions  made  are  to  import  information  from  a new  client  public  service  job 
application  form  into  a database.  Build  new  web  pages  to  display  and  update  the  client 
information.  Create  a new  exchange  of  data  with  Department  of  Mental  Health  to  retrieve 
information  on  substance  abuse,  other  additions  and  mental  health  issues  for  clients  that 
have  a public  service  job.  Create  a new  exchange  of  data  with  Department  of  Social 
Services  (DSS)  to  gather  information  on  clients  that  have  a public  service  job  that  are 
failing  to  provide  adequately  for  their  dependents.  Create  a new  exchange  with  DSS  to 
send  client  information  to  have  vouchers  produced  from  the  DSS  programs  currently  in 
place  like  food  stamps.  Create  a new  exchange  with  Department  of  Revenue  to  receive 
client  information  for  the  W-4  dependent.  Create  a new  exchange  with  Department  of 
Economic  Development  to  receive  client  information  on  aptitude  test  and  training.  Create 
a new  exchange  with  a vendor  to  send  payment  information  for  them  to  produce  the 
payment.  Create  a new  exchange  with  Statewide  Advantage  for  Missouri  (SAMII).  If 
DOLIR  cannot  use  DSS  voucher  system  then  the  cost  will  increase  significantly  for 
DOLIR  to  produce  vouchers.  Create  a financial  min  system  to  track  the  financial  piece 
along  with  financial  reports.  Scanning  and  imaging  of  the  fonn.  The  system  will  require  a 
new  database  and  services  from  the  State  Data  Center. 


Officials  from  the  Department  of  Revenue  indicated  the  total  increased  costs  would  be 
$164,089  for  FY  2017,  $168,172  for  FY  2018,  and  $169,922  for  FY  2019.  Increased 
revenue  is  expected  to  be  $35 1,400,000  per  year. 

If  excess  funds  remain  after  all  applicants  have  been  employed,  the  legislation  transfers 
this  excess  to  General  Revenue,  less  the  reserve  sufficient  to  meet  the  next  12  month 
period. 

This  legislation  may  create  a positive  impact  on  state  revenues. 

Section  143.012,  RSMo 

Beginning  January  1,  2017,  the  legislation  imposes  a ten  percent  (10%)  surtax  on  capital 
gains  reported  on  a Missouri  resident  taxpayer’s  federal  tax  return.  Once  implemented,  if 
excess  funds  exist  after  all  applicants  are  employed,  less  the  reserve  necessary  to  fund  the 
next  twelve  months,  the  excess  funds  shall  be  transferred  to  General  Revenue. 

For  tax  year  2013,  taxpayers  reported  positive  capital  gains  of  $3,514  billion  on  federal 
tax  returns  filed  by  Missouri  residents.  The  department  anticipates  collecting  an  estimated 
$351.4  million  from  the  10  percent  surtax  to  provide  funding  for  public  sector 
employment  through  the  Division  of  Employment  Security. 

Administrative  Impact: 

Personal  Tax 

Personal  Tax  requires  form  and  programming  changes.  Additionally,  Personal  Tax 
requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  for  error 
correction  and  correspondence. 

Collections  & Tax  Assistance 

This  section  will  see  additional  contacts  on  the  surtax,  notice  of  adjustment,  and  billings. 
Collections  & Tax  Assistance  requires  two  (2)  Tax  Collection  Technicians  I (Range  10, 
Step  L)  for  additional  contacts  on  the  delinquent  and  non-delinquent  tax  lines.  Each 
technician  requires  CARES  equipment  and  license. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  the  proposal  adds  Sections 
286.131  and  143.012,  RSMo,  to  create  a Public  Sector  Employment  program, 
administered  by  the  Division  of  Employment  Security.  The  program  is  to  provide 
employment  to  eligible  citizens  in  lieu  of  unemployment  benefits.  This  initiative  also 
enacts  a 10  percent  capital  gains  surtax  to  provide  funding  for  the  public  sector 
employment  through  the  Division  of  Employment  Security.  Using  Tax  Year  2012  data, 
capital  gains  for  Missouri  taxpayers  totaled  $617.5  billion;  therefore,  the  office  estimates 
that  10  percent  surtax  would  increase  total  state  revenue  by  up  to  $617.5  million  with  the 
revenue  directed  to  the  program.  If  it  is  detennined  there  are  excess  funds  from  the 
surtax,  those  excess  funds  shall  be  transferred  to  the  general  fund. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  University  of  Missouri  indicated  this  petition  will  have  an  undetermined 
fiscal  impact  on  their  university  to  the  extent  the  general  fund  is  impacted. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  annual  revenue  increases  of  $351  million  to  $617 
million  to  fund  the  proposed  program.  State  government  may  lose  $50  million  in  federal 
funding  annually  and  businesses  in  the  state  may  have  increased  federal  unemployment 
tax  costs  of  $889  million  annually.  Local  governments  report  no  expected  fiscal  impact. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  4,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Steven  L.  Reed  regarding  a proposed  constitutional  amendment  to 

Article  I (2016-089) 


Dear  Auditor  Galloway: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Steven  L.  Reed  on  September  3,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


°£/» 


itr 


•_ 


'*7$.  7 % 

A(Jo/r„ 


-Y-P, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street 'Jefferson  City  65 1 01 

Administrative  rules  • business  services  • Elections  • publications  • Securities  • State  archives  • State  library  • wolfner  library 


County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


Shall  the  Missouri  Constitution  be  amended  to  allow  people  of  Missouri  to  petition  at  entrances  of  all  Missouri 
Career  Center  locations  in  the  State  of  Missouri? 


'■■O.  ' 

'*4 

in 


po 

CH 


STATE  OF  MISSOURI, 
COUNTY  OF  


I,. 


CIRCULATOR’S  AFFIDAVIT 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


rn 

-o 

i 

oo 

-3 


ro 

ro 

cn 


rn 


(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 


DATE 

SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street) (City,  Town  or  Village) 


Zip 

Code 


Congr. 

Dist. 


NAME 

(Printed  or  Typed) 


3. 

4. 


6. 

7. 

8. 


10. 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  hi. 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  ts  a registered  voter  of  the  state  of  Missouri 
and County. 

cTiDTURPX/iORP  T HFRFRY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 

'A^mATmAVE  NEVER  BEEN  CONV,CTED  OF.  FOUND  OU.LTV  OF,  OR  PEED  OU1ETV  TO 

ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  _ do  not  _ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Street  address  of  Affiant 

City,  State  and  Zip  Code  of  Affiant 

. A.D. • 

Notary  Public  (Seal) 


Address  of  Notary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be 
amended: 

Article  I,  is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read 
as  follows: 

Section  26.  All  Missouri  Career  Center  locations  will  allow  the  people  of  Missouri 
to  petition  at  their  entrances. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573) 751-2301 


September  2,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Mike  Grimes  regarding  a proposed  statutory  amendment  to 

Chapter  393  (2016-088) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Mike  Grimes  on  September  2,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


SEP  0 2 2015 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


STATE  AUDITORS  OFFICE 


James  C.  Kirkpatrick  State  Information  Center 
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County. 


Page  No. 

It  Is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  S60.D21,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kandcr,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri  for  their  approval  or 
refection,  at  the  general  election  to  be  held  on  the  S'*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 


this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or 

city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  tide) 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 


being  first  duly  sworn,  say  ( print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (CUy.  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

Z 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERIURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures! 


Printed  Name  of  Affiant 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  20 1_ . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


2015 SEP  -2  fill  II*  45 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

A new  section  of  the  Revised  Missouri  Statutes  is  hereby  enacted,  to  be  known  as  section 
393.330  to  read  as  follows: 

393.330.  1 . The  purpose  of  this  section  is  to  ensure  that  all  retail  customers  of  electric  power 
in  this  state  have  the  choice  of  electric  suppliers,  and  to  encourage  competition  in  this  state  in  the 
provision  of  electric  supply. 

No  later  than  January  1.  2018,  all  retail  customers  of  an  electrical  corporation  as 
defined  In  $ 386.020,  RSMo,,  shall  have  the  ritiht  to  choose  an  alternative  electric  supplier.  An 
"alternative  electric  supplier"  means  a company  selling  electric  generation  service  to  retail 
customers  in  this  state. 

i The  public  service  commission  shall  issue  orders  establishinu  a licensing  procedure 
lor  all  alternative  electric  suppliers.  No  alternative  electric  supplier  shall  engage  in  any  business 
in  this  state  unless  it  obtains  and  maintains  a license  issued  by  the  public  service  commission. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-088) 


Subject 

Initiative  petition  from  Mike  Grimes  regarding  a proposed  amendment  to  Chapter  393  of 
the  Revised  Statutes  of  Missouri.  (Received  September  2,  2015) 


Date 


September  22,  2015 

Description 

This  proposal  would  amend  Chapter  393  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  Public  Service  Commission. 

Edward  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  and  the  Public  Service 
Commission  (PSC)  indicated: 

Section  393.330.1,  RSMo,  states  the  purpose  of  the  section  is  to  ensure  that  "all"  retail 
customers  of  electric  power  in  the  state  have  the  choice  of  electric  suppliers,  which 
suggests  the  petition  applies  to  the  retail  customers  of  investor-owned,  municipal  and 
rural  cooperative  electric  providers. 

Section  393.330.2,  RSMo,  states  that  all  retail  customers  of  an  "electrical  corporation  as 
defined  in  Section  386.020,  RSMo.",  shall  have  the  right  to  choose  an  alternative  electric 
supplier,  which  suggests  the  petition  is  limited  to  the  retail  customers  of  investor-owned 
electric  providers. 

Section  393.330.3,  RSMo,  states  the  PSC  shall  establish  a licensing  procedure  for  all 
alternative  electric  suppliers.  Without  clarification  as  to  the  scope  of  the  petition,  the  PSC 
is  unable  to  estimate  the  fiscal  impact  of  the  proposal. 

In  addition,  depending  on  the  scope  of  the  petition,  it  may  have  significant  ramifications 
on  the  Missouri  renewable  energy  standard  and  the  Missouri  Energy  Efficiency 
Investment  Act,  both  of  which  are  only  applicable  to  investor-owned  electric  providers. 

The  PSC  reserves  the  right  to  quantify  a fiscal  impact  and  to  identify  additional  issues 
and  concerns  if  additional  clarification  on  the  petition  is  provided. 

Attached  is  an  Executive  Summary  of  reports  related  to  the  Missouri  electric  industry 
structure  and  market  power,  which  may  be  useful  in  reviewing  the  petition. 

Executive  Summary  of  Reports  Provided  in  Response  to  the 
Analysis  of  Electric  Industry  Structure  and  Market  Power 
February  11, 2015 

“Report  I - The  Changing  Structure  of  the  Electric  Utility  Industry”.  The  Staff 
Team  of  the  Missouri  Public  Service  Commission  (Staff  Team).  July  25, 1997. 

Wholesale  markets  for  electricity  are  expanding  to  encompass  larger  geographic 
regions  with  a need  for  a Power  Exchange  where  spot  and  future  prices  are  determined 
for  electricity. 

Retail  Electric  Providers  (REPs)  will  provide  bundled  electric  service  that  will  include 
generation;  transmission;  distribution;  single  billing. 


Market  power  - If  the  number  of  competitors  is  too  small  and  the  strength  of 
competition  is  weak,  then  the  local  utility  will  have  the  ability  to  control  the  price  for 
electricity  because  generation  will  no  longer  be  regulated. 

Transmission  assets  should  be  turned  over  to  an  Independent  System  Operator  (ISO)  as 
the  “gatekeeper”  for  regional  transmission  grids  to  maintain  system  reliability  and 
commercial  viability. 

A restructured  market  will  likely  include:  a competitive  generation  function;  a 
regulated  transmission  function;  power  exchanges  for  hourly  transactions  with  bilateral 
contracts  for  longer  use,  and  ISOs. 

The  restructured  utility  will  be  unbundled  into  the  following  businesses:  (1) 
generation;  (2)  transmission;  (3)  distribution;  (4)  retail  services;  and,  (5)  customer 
information. 

State  regulators  will  deal  with:  (1)  certificating  the  competitive  electric  business  as  a 
means  of  protecting  the  public  interest  in  areas  of  reliability  and  quality  of  service;  (2) 
mitigating  market  power;  (3)  prohibiting  new  businesses  affiliated  with  established 
regulated  companies  from  gaining  an  unfair  competitive  advantage;  and,  (4)  setting 
quality  of  service  standards. 

“Retail  Competition  in  the  Electric  Industry”  for  the  Missouri  Public  Service 
Commission.  Scott  Hempling.  June  24, 1997. 

I.  Determining  Where  Competition  is  Appropriate 
For  which  services  is  unbundling  efficient? 

For  which  services  is  unbundling  physically  feasible? 

II.  Market  Power  Issues 

Possible  differentials  in  entry  cost 
o Barriers  created  by  law 
o Utility  control  of  physical  distribution 
o Customer  loyalty  and  risk  aversion 
o Utility  load  diversity 
o Utility  access  to  infonnation 
PSC  regulation  of  market  power 

III.  Implementation  Issues 
Alternative  market  mechanisms 

o Customers  buy  directly  from  generator 
o Customers  buy  from  aggregators 
Pilot  programs 
Timing  of  customer  choice 
New  forms  of  regulation 
Obligation  to  serve 


“Report  II  - Alternative  Structures  for  a Competitive  Electric  Industry”.  Staff 
Team.  August  28, 1997. 

Wholesale  Bulk  Power  Markets  are  those  markets  in  which  electricity  merchants 
purchase  power  in  large  quantities  fonn  generators  or  from  other  electricity  merchants  for 
the  purpose  of  reselling  power. 

o Poolco  - regional  power  exchange  for  all  electricity  transactions  that  take  place 
on  a real-time  hourly  basis  within  the  region 
o Bilateral  contracts 

o Bilateral  contracts  with  a power  exchange 
Retail  End  User  Electricity  Markets  are  markets  in  which  retail  electric  providers  resell 
electricity. 

o Incumbent  utility  remains  the  retail  electric  provider 
o Retail  access  with  alternative  retail  providers 
o Incumbent  utility  and  alternative  retail  electric  providers 

“Report  III  - Changes  in  the  Pricing  of  Electricity:  An  Explanation  of  Regulated 
and  Market  Pricing”.  Staff  Team.  December  17, 1997. 

I.  Contrasting  Regulatory  and  Competitive  Determination  of  Electricity  Prices 
How  prices  for  electricity  are  determined  in  a regulatory  environment 

o Setting  regulated  prices 
o Components  of  embedded  generation  costs 
Electric  price  determination  in  competitive  markets  for  generation 
o Differences  in  price  determination  in  a competitive  market 
o The  short-run  detennination  of  price  in  a competitive  market  for  generation 
o The  long-run  detennination  of  price  in  a competitive  market  for  generation 
Market  pressures  to  levelize  electric  prices 
o Regulated  retail  rates 
o Competitive  generation  for  retail 

II.  Regulatory  and  Competitive  Electricity  Prices  for  Various  Classes  of  Service 
Regulatory  setting  of  prices  by  class  of  service 

Setting  prices  by  class  of  service  in  a competitive  market 

Comparing  class  of  service  prices  for  generation:  regulate  vs  competitive  markets 
o Unbundling  of  generation  costs  at  the  class  level 
o The  role  of  efficiency  of  use 

Retail  Electric  Competition  Task  Force  - Case  No.  EW-97-245 

On  March  28,  1997,  the  Commission  established  the  Retail  Electric  Competition  Task 
Force.  The  Commission  asked  the  Task  Force  to: 

o Compile  a comprehensive  plan  for  implementation  of  retail  competition  in  Missouri  in 
the  event  legislation  is  enacted  which  authorizes  it; 

o Survey  activity  in  other  jurisdictions  implementing  or  studying  retail  wheeling;  and, 


o Identify  specific  issues  which  will  face  the  Commission,  and  the  state  as  a whole, 
should  retail  competition  occur. 

A.  “Report  of  the  Stranded  Cost  Working  Group”.  March  6, 1998. 

Under  current  forms  of  regulation,  the  utilities  have  charged  rates  based  on  regulatory 
findings  as  to  the  amount  of  their  prudently  incurred  expenses  and  investment.  Electric 
rates  have  been  based  on  the  reasonable  and  prudent  embedded  costs  the  utilities  incurred 
to  provide  service  to  customers.  If  competition  in  generation  is  feasible  and  allowed  in 
the  electric  industry  in  Missouri,  some  portion  of  electric  prices  will  no  longer  be  dictated 
by  the  decisions  of  the  public  utility  commission,  but  will  be  determined  (at  least  in 
theory)  by  the  supply  and  demand  forces  of  the  marketplace.  Economic  theory  holds  that 
prices  of  competitive  goods  and  services  should  approximate  the  long-run  marginal  cost 
of  producing  the  goods  or  service  in  question.  The  marginal  cost  of  producing  electricity 
may  differ  significantly  from  the  current  embedded  cost  of  electric  production  reflected 
in  current  rate  levels.  Utilities  whose  embedded  cost  is  in  excess  of  the  market  price  will 
suffer  the  phenomenon  of  “stranded  costs”  - embedded  investment  made  by  electric 
utilities  to  provide  service  to  customers  that  will  not  be  recoverable  in  price  of  electricity 
set  in  a competitive  market.  The  report  discusses,  among  other  things:  Mechanisms  for 
quantifying  stranded  costs;  timing  of  recovery;  mitigation  efforts;  and,  impact  on  key 
stakeholders. 

B.  “Reliability  Working  Group  Report”.  March  6, 1998. 

The  Reliability  Working  Group  reached  the  following  conclusions  as  to  how  functional 
responsibilities,  reliability  enforcement,  coordination  and  regulatory  oversight  functions 
might  change  under  competition. 

a.  Because  electricity  is  essential  there  must  be  a sufficient  and  reliable  supply  of 
electricity  at  a reasonable  price. 

b.  The  safety,  reliability,  quality  and  sustainability  of  electric  service  should  be 
maintained  or  improved  in  a restructured  electric  industry. 

c.  No  changes  should  be  allowed  to  compromise  safety  or  reliability,  even  if  the  intent  is 
to  lower  consumer  prices,  except  where  a lower  level  of  reliability  is  freely  chosen  by  a 
customer  and  does  not  impact  service  to  other  customers. 

d.  Retail  competition  can  be  implemented  under  certain  structures  if  it  occurs  through  a 
carefully  managed  transition  process  that  allows  technical  and  administrative 
requirements  to  be  developed  and  installed. 

e.  Any  industry  structure  adopted  to  permit  retail  access  must  adequately  address 
measures  to  maintain  safe  and  reliable  operation  while  ensure  equitable  treatment  of  all 
customers  and  market  participants. 

C.  “Alternative  Market  Structures  for  Retail  Competition”.  March  6, 1998. 

The  report  sets  out  the  structural  changes  that  the  working  group  believed  would  be 
common  to  any  alternative  proposal  for  market  structure.  The  report  also  discusses  each 
market  structure  as  to  the  description  of  the  structure,  potential  issues,  potential  structural 
impacts  on  utilities  and  potential  impacts  on  consumers.  Market  structures  include: 

(1)  A District  Access  Market  Structure  where  retail  electric  providers  (REP)  directly 
negotiate  with  consumers  to  be  their  REP; 


(2)  A Poolco  Market  Structure  where  generation  competition  takes  place  at  the 
wholesale  level  as  generators  and  power  marketers  sell  electricity  to  a common  pool; 

(3)  A Hybrid  Market  Structure  in  which  both  REPs  and  a PX  are  active  in  the  commercial 
sale  of  electricity. 

D.  “Final  Report  of  the  Task  Force  on  Retail  Competition”.  May  1, 1998. 

The  Task  Force  made  the  following  recommendations: 

a.  The  General  Assembly  have  the  Public  Service  Commission  develop  implementation 
requirements  through  a collaborative  process  that  includes  representatives  from  all 
stakeholder  groups,  with  final  approval  involved  through  a rulemaking,  hearing  or  filings 
before  the  Federal  Energy  Regulatory  Commission. 

b.  Public  interest  protection  be  given  a high  priority  during  the  transition.  The  General 
Assembly  should  have  the  Commission  make  a detennination  about  which  transition 
structures  will  provide  strong  protection  to  the  end-use  consumers  and  at  the  same  time 
promote  strong  competition  in  generation. 

c.  The  General  Assembly  give  municipals  and  cooperatives  the  option  whether  to 
participate  in  the  competitive  supply  of  generation. 

d.  The  Commission  should  consider  giving  the  end-use  consumers  the  option  of  having  a 
single  bill. 

e.  The  General  Assembly  should  require  the  appropriate  state  or  local  regulatory 
authorities  to  determine  which  bill  option  work  best  for  different  situations. 

f.  The  General  Assembly  should  require  the  appropriate  state  or  local  regulatory 
authorities  to  set  out  rules  for  the  allocation  of  partial  payments  as  well  as  rules  for 
tennination  of  service  for  non-payment. 

g.  The  General  Assembly  should  allow  basic  metering  services  to  continue  to  be  provided 
on  a regulated  basis. 

h.  Beyond  the  initial  transmission,  the  General  Assembly  detennines  whether  and  when 
metering  services  is  appropriate. 

i.  The  General  Assembly  allow  the  appropriate  state  or  local  regulatory  authorities  to 
implement  rules  that  will  avoid  unnecessary  restrictions  on  technical  requirements  and 
excessive  metering  costs. 

j.  The  Commission  should  fonn  a working  group  to  focus  on  the  need  for  consumer 
education. 

k.  The  General  Assembly  should  require  the  Commission  to  develop  rules  containing 
minimum,  verifiable,  enforceable,  unifonn  standards  of  disclosure  to  allow  consumers  to 
compare  price,  price  variability,  contract  terms  and  condition,  and  other  relevant  factors. 

l.  Require  the  Commission  to  evaluate,  and  revise  as  necessary,  consumer  protection 
rules. 

m.  Develop  a program  of  licensing  that  provides  assurance  of  supplier’s  financial 
stability  and  ability  to  provide  quality  service. 

n.  Provider  of  last  resort  obligations  for  those  that  do  not  choose  an  alternative  REP. 

o.  A rate  reduction  or  rate  cap  on  basic  service  during  the  transition. 

p.  A cost-effective  low  income  program. 

q.  The  introduction  of  retail  competition  should  proceed  only  if  it  can  be  shown  to  benefit 
all  classes  of  consumers. 


r.  Regulation  must  continue  for  services  not  subject  to  full  and  fair  competition. 

s.  The  appropriate  regulatory  authority  must  ensure  present  safety  levels  are  maintained. 

t.  Quality  and  reliability  of  electric  service  must  be  maintained. 

u.  Workers  displaced  due  to  downsizing  should  be  offered  training  to  reenter  job  market. 

v.  Existing  environmental  standards  must  be  preserved  or  improved  and  compliance  with 
future  standards  must  be  ensured. 

w.  Adequate  provision  for  the  proper  closure  and  decommissioning  of  generation 
facilities  must  be  ensured. 

x.  Public  benefit  programs  that  address  energy  efficiency  and  research  and  development 
of  new  technologies  and  renewable  resource  technology  should  be  encouraged. 

y.  The  feasibility  of  a state  funding  mechanism  for  public  benefit  programs  should  be 
investigated. 

z.  The  appropriateness  of  the  current  site  review  process  for  new  generation  and 
transmission  facilities  should  be  evaluated  and  modified  as  appropriate. 

aa.  Stranded  costs  claims  should  encompass  all  categories  of  costs  that  are  deemed 
appropriate  sources  of  stranded  costs.  All  potential  sources  of  stranded  costs  should  be 
considered  in  determining  the  amount  of  stranded  cost  recovery. 

bb.  Methods  for  quantifying  stranded  costs  should  utilize  market  infonnation  to  the 
extent  possible  and  should  include  expected  mitigation  efforts.  True-ups  should  be 
included  as  necessary. 

cc.  The  General  Assembly  and  regulators  should  approach  the  concept  of  securitization 
carefully.  Options  for  its  possible  use  should  be  preserved. 

dd.  Charges  or  credits  should  be  confined  to  the  customers  of  each  individual  utility  and 
not  spread  across  customers  of  other  utilities. 

ee.  Rates  should  not  be  increased  to  allow  for  early  recovery  of  stranded  costs, 
ff.  Recommended  several  state  and  local  tax  reform  principles, 
gg.  Discussed  legal  impediments  and  PSC  jurisdiction. 

hh.  Recommended  several  steps  related  load  forecasting,  maintenance,  firm  load, 
transmission  and  ancillary  services  planning,  distribution  planning,  emergency  response, 
metering. 

ii.  Recommended  several  mitigation  steps  to  limit  market  power  and  unfair  competitive 
advantages. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 


Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 


measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  impact  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  if  this 
becomes  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  is  anticipated  if  this 
proposal  is  adopted. 

Officials  from  the  University  of  Missouri  indicated  based  on  the  infonnation  provided, 
they  are  unable  to  project  whether  this  initiative  will  have  any  fiscal  impact  on  the 
university. 

Edward  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


September  14,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petition  2016-088 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter,  we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government,  if  any,  is  unknown  with 
estimated  implementation  costs,  which  may  include  litigation  costs,  that  could 
exceed  $500,000.  Estimated  additional  revenue  to  local  governmental  entities,  if 
any,  is  unknown.  Estimated  costs  to  local  governments  could  exceed  $522  million 
and  may  include  litigation  costs. 

Introduction 

The  initiative  proposes  a major  shift  in  the  delivery  of  electric  power  in  Missouri  but  contains 
scant  details  about  how  such  a shift  would  occur.  The  Missouri  Energy  Development  Association 
(“MEDA”)  writes  to  assist  the  auditor  in  assessing  the  fiscal  impact  of  the  proposed  measure. 
Missouri  currently  enjoys  some  of  the  lowest  electricity  rates  in  the  nation.  Missouri  electric 
utilities  are  highly  regulated  by  the  Public  Service  Commission,  which  regulates  price, 
reliability,  and  customer  service,  among  other  areas.  These  utilities  pay  well  over  $522  million  in 
taxes  to  Missouri  local  governments,  taxes  that  “alternative  electric  suppliers”  may  argue  do  not 
apply  to  their  offerings.* 1  Petition  signers  and  voters  must  be  informed  that  the  initiative  petition 
will  incur  substantial  transitional  costs  and  litigation  costs,  and  that  the  initiative  petition 

1 522  million  represents  only  license  or  franchise  taxes  paid  by  Missouri  electric  utilities  to  local 
governments,  and  does  not  include  sales  taxes  or  property  taxes  potentially  at  risk. 
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jeopardizes  hundreds  of  millions  of  dollars  of  tax  revenue  to  state  and  local  governments.  On  the 
other  hand,  any  positive  fiscal  impact  is  unlikely  and  at  best  highly  speculative.  If  rates  increase 
due  to  changes  in  regulation,  which  appears  more  likely  than  not,  then  electric  rates  paid  by  state 
and  local  government  entities  will  increase.  Increased  tax  revenues  stemming  from  increased 
electric  rates  are  unlikely  to  materialize  to  offset  government’s  increased  direct  costs.  That  is 
because  higher  rates  may  lead  to  decreased  demand,  causing  a net  overall  decline  in  customer 
payments  for  electricity  and,  therefore,  a decline  in  taxes  collected  from  those  payments.  Again, 
what  is  certain  is  that  a complete  transformation  of  Missouri’s  regulation  of  electric  utilities  will 
entail  significant  implementation  and  monitoring  costs. 

Burdens  on  the  State  Government 

The  initiative  petition  requires  the  state  Public  Service  Commission  to  develop  and  implement 
regulations  concerning  licensing  procedures  for  “alternative  electric  suppliers.’’  This  requirement 
will  undoubtedly  require  additional  staff  and  the  attendant  salaries,  benefits,  and  office  space. 

The  additional  staff  required  could  be  substantial,  as  the  Public  Service  Commission’s  duties  will 
essentially  double,  requiring  additional  expertise  to  effectively  regulate  these  new  entities.  New 
entities  must  undergo  testing  for  (1)  creditworthiness;  (2)  generation  ability;  (3)  information 
technology  systems  dependability  and  security;  (4)  service  reliability;  and  (5)  customer  service, 
among  other  areas.  The  Public  Service  Commission  must  design  and  implement  procedures  for 
“customer  handoff  ’ when  a customer  chooses  an  alternative  electric  supplier  or  changes  its 
choice  of  suppliers.  It  is  unclear  whether  alternative  electric  suppliers’  prices  will  be  regulated  as 
part  of  the  Public  Service  Commission’s  licensing  procedures.  The  initiative  petition  leaves 
numerous  questions  unanswered,  thereby  exposing  the  state  to  litigation  costs  regardless  of  the 
decisions  it  makes. 

Historical  evidence  suggests  that  prices  for  electricity  increase  after  alternative  electric  suppliers 
enter  the  market.  Reliability  may  decrease.* 2  The  availability  of  alternative  electric  suppliers 
makes  it  difficult  for  public  utilities  to  project  their  electric  power  generation  needs,  leading  to 
stranded  costs  for  idle  or  mothballed  generation  plants  and  increased  costs  for  unmet  generation 
needs.  Utilities  may  recoup  their  higher  costs  through  higher  utility  rates.  State  government  will 
incur  the  cost  of  higher  rates  directly  through  its  electricity  purchases,  and  may  incur  costs  to 
deal  with  reliability  issues.  At  the  retail  level,  any  electricity  price  increase  will  decrease  the 
quantity  of  electricity  sold,  due  to  the  negative  price  elasticity  of  demand  for  electricity.3  Most 
researchers  have  found  long-term  price  elasticity  of  demand  for  electricity  is  somewhere  between 
-0.8  to  -2.0.  As  prices  rise,  it  is  unknown  whether  some  or  all  of  the  state  sales  and  property  taxes 

~ The  costs  of  a decrease  in  reliability  could  be  astronomical  for  state  and  local  governments.  In 
addition  to  lost  productivity  costs,  essential  services  like  hospitals  and  prisons — many  of  which 
are  operated  or  funded  by  state  and  local  governments — may  require  enhanced  electricity  backup 
systems. 

3 Bernstein  & Griffin,  Regional  differences  in  the  Price  Elasticity  of  demand  of  Electricity,  p.  10- 
30  (Feb.  2006),  available  at  http://www.nrel.gov/docs/fv06osti/39512.pdf. 
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currently  collected  will  apply  to  alternative  electric  suppliers.  At  a minimum,  the  state 
government  may  incur  substantial  litigation  costs  to  enforce  its  tax  statutes  against  these  new 
alternative  electric  suppliers. 

The  creation  of  alternative  electric  suppliers  also  promises  to  complicate  the  state  government’s 
relationship  with  electric  utilities.  The  Public  Service  Commission  has  entered  numerous 
agreements  with  and  made  various  representations  to  Missouri’s  electric  utilities.  Electric 
utilities  own  proprietary  electricity  transmission  lines  and  generation  facilities.  The  initiative 
petition  may  expose  the  state  to  substantial  legal  costs,  including  the  cost  of  a judgment  to  the 
extent  the  change  in  the  law  constitutes  a government  taking  of  private  property  without  just 
compensation  within  the  meaning  of  the  Fifth  Amendment  of  the  United  States  Constitution  or 
Article  I,  section  26  of  the  Missouri  Constitution.  Additionally,  some  or  all  of  Missouri  electric 
utilities  may  prefer  regulation  as  alternative  electric  suppliers.  The  availability  of  lower  state 
taxes  and  the  desire  to  maximize  state  subsidies  may  be  important  considerations  in  determining 
whether  some  or  all  of  each  Missouri  utility  may  restructure  as  an  alternative  electric  supplier. 

It  is  also  unclear  to  what  extent  the  language  “shall  have  the  right  to  choose”  will  be  interpreted 
to  require  the  state  to  take  affirmative  steps,  such  as  providing  incentives  or  subsidies  to 
alternative  electric  suppliers,  which  would  provide  retail  customers  with  an  effective  “right  to 
choose.”  Any  cost  of  complying  with  this  provision  is  unknown  but  could  be  substantial. 

Burdens  on  Local  Governments 

Missouri’s  electric  utilities  are  large  sources  of  local  tax  revenue,  including  property  tax,  sales 
tax,  and  license  tax.  It  is  unknown  whether  some  or  all  of  the  statutes  authorizing  the  collection 
of  these  taxes  by  different  types  of  municipalities  will  apply  to  electric  power  services  provided 
by  alternative  electric  suppliers.  Even  if  existing  statutes  are  later  construed  by  courts  to  grant 
Missouri  municipalities  authority  to  enact  ordinances  that  impose  property  tax,  sales  tax,  or 
license  tax  on  alternative  electric  suppliers,  the  text  of  the  unique  ordinances  enacted  by  each 
municipality  may  not  apply  to  alternative  electric  suppliers.  The  only  way  to  know  whether  all 
taxes  will  still  be  collected  is  to  examine  every  local  tax  ordinance.  The  amounts  at  issue  are 
substantial.  For  example,  Missouri  electric  utilities  paid  over  522  million  dollars  in  license  taxes 
to  local  governments  in  2014.  Determining  whether  some  or  all  of  this  revenue  will  be  lost  is 
uncertain  and  may  require  the  expenditure  of  substantial  litigation  costs  by  some  or  all  Missouri 
municipalities. 

As  the  price  of  electricity  rises,  local  governments  will  incur  higher  electricity  costs.  Local 
governments  will  also  collect  less  tax  revenue  from  their  various  local  taxes  due  to  the  fact  that 
the  decrease  in  demand  for  electricity  will  likely  offset  higher  revenues  for  each  unit  of 
electricity  that  consumers  purchase.  The  availability  of  lower  local  government  taxes  may 
encourage  some  or  all  of  each  Missouri  electric  utility  to  restructure  as  an  alternative  electric 
supplier. 


3 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

Finally,  Missouri’s  electric  utilities  are  invested  in  Missouri  and  its  local  communities.  The 
initiative  petition  may  jeopardize  the  jobs  of  Missouri  electric  utilities’  employees  to  the  extent 
the  utilities  suffer  decreased  revenue  or  have  higher  costs  of  doing  business.  These  local  jobs  are 
unlikely  to  be  replaced  by  out-of-state  alternative  electric  suppliers.  Missouri  electric  utilities 
provide  numerous  other  benefits  to  local  governments,  all  of  which  may  be  reduced  or 
discontinued  if  the  initiative  petition  is  enacted. 

Additional  Information  on  the  Impact  of  Electricity  Deregulation 

Background 

The  idea  of  deregulation  to  spur  competition  was  front  and  center  beginning  in  the  1970’s  with 
the  airline  and  telecommunications  industries.  Costs  for  consumers  have  continued  to  increase 
over  the  years  for  their  services  and  the  industries  have  sustained  merger  after  merger  to  remain 
competitive.  The  electricity  industry  has  also  dabbled  with  deregulation  since  1997,  with  a total 
of  seventeen  states4  in  the  U.S.  allowing  a “retail  choice”  for  consumers.  “Retail  choice”  allows 
customers  to  choose  their  electricity  provider  and  the  state  in  which  those  customers  reside  no 
longer  is  limited  by  regulatory  mechanisms  to  prevent  exposure  to  market  prices.  (American 
Public  Power  Association,  April  20 14)5 

Facts 

• MEDA’s  investor-owned  utility  members  are  dedicated  to  providing  safe,  reliable,  and 
affordable  energy  resources  for  nearly  4 million  customers  in  Missouri. 

• Proactive  and  efficient  investments  in  critical  infrastructure  and  generation/distribution 
have  enabled  Missouri  customers  to  benefit  from  much  lower  utility  rates  than  most 
states  in  the  U.S. 

• For  example,  according  to  the  U.S.  Energy  Information  Administration,  as  of  October 
2014,  Missouri’s  average  retail  price  of  electricity  to  ultimate  customers  (residential, 
commercial,  industrial,  and  transportation)  ranked  as  the  11th  lowest  in  the  country  at 
8.47  cents  per  kilowatt-hour  (c/kWh).  (U.S.  Energy  Information  Administration,  2014) 

• In  fact,  Missouri  is  part  of  the  “West  North  Central”  census  division6,  which  as  of 
October  2014  ranked  as  the  3rd  lowest  combined  states  average  of  retail  price  of 


4 California,  Connecticut,  the  District  of  Columbia,  Delaware,  Illinois,  Massachusetts,  Maryland, 
Maine,  Michigan,  Montana,  New  Hampshire,  New  Jersey,  New  York,  Ohio,  Pennsylvania,  and 
Rhode  Island 

5 American  Public  Power  Association.  (April  2014).  Retail  Electric  Rates  in  Deregulated  and 
Regulated  States:  2013  Update.  Washington,  D.C.:  www.publicpower.org. 

6 States  included  in  the  division  are:  Iowa,  Kansas,  Minnesota,  Missouri,  Nebraska,  North 
Dakota,  and  South  Dakota.  See  generally  U.S.  Energy  Information  Administration.  (2001-2013). 
Retrieved  January  29,  2015,  from  www.eia.gov: 
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electricity  at  8.84  c/kWh,  narrowly  missing  the  lowest  census  division’s  combined  states 
average  by  just  J_9  c/kWh.  (U.S.  Energy  Information  Administration,  2014) 

• Furthermore,  there  are  NO  deregulated  states  that  are  included  in  the  three  lowest  census 
division’s  combined  states  average  retail  price  of  electricity  as  of  October  2014.* * * *  7 As  of 
late  this  past  year,  Missouri’s  deregulated  neighbor  Illinois’s  average  retail  price  of 
electricity  was  9.24  c/kWh,  while  Missouri  enjoyed  a much  lower  rate  of  8.47  c/kWh. 
(U.S.  Energy  Information  Administration,  2014) 

Impact  of  Deregulation  in  Missouri 

“States  that  implemented  retail  choice  electric  plans  were  generally  high  cost  states,  and  the  hope 
was  that  competition  by  electric  suppliers  would  result  in  lower  rates.  In  1997,  the  states  in  the 
deregulated  category  had  average  rates  that  were  2.8  cents  per  kWh  above  rates  in  the  regulated 
states  (8.6  vs.  5.8).  Unfortunately,  the  retail  choice  experience — complete  with  the  combined 
effect  of  divestiture  of  utility  generating  assets,  and  exposure  of  retail  consumers  to  wholesale 
rates  set  in  RTO  markets — has  resulted  in  an  even  larger  gap  in  2013,  with  deregulated  states 
paying,  on  average,  rates  that  are  3.0  cents  per  kWh  above  rates  in  regulated  states  (12.1  vs.  9.1)” 

Average  Revenue  per  Kilowatt-hour:  Deregulated  vs.  Regulated  States8 


Deregulated  States 

Regulated  States 

National 

(in  cents  per  kilowatt-hour) 

2013 

12.1 

9.1 

10.1 

(American  Public  Power  Association,  April  2014) 

To  further  emphasize  the  cost  impact  of  deregulation,  it  is  important  to  see  the  cost  increase  that 
each  deregulated  state  has  incurred  in  the  last  16  years: 


http://www.eia.gov/electricitv/data/browser/#/topic/7?agg=l,0&geo=vvg&endsec=g&linechart= 

ELEC.PRICE.US-ALL.A~ELEC.PRICE.NEW-ALL.A~ELEC.PRICE.MAT- 

ALL.A~ELEC.PRICE.ENC-ALL.A~ELEC.PRICE.WNC-ALL.A~ELEC.PRICE.SAT- 

ALL.A-ELEC.PRICE.ESC-ALL.A-ELEC.PRICE.WSC-ALL.A. 

7 

States  included  in  the  West  South  Central  and  East  South  Central  census  divisions  are: 
Arkansas,  Louisiana,  Oklahoma,  Texas,  Alabama,  Kentucky,  Mississippi,  and  Tennessee. 

o 

Source:  Energy  Information  Administration,  Forms  EIA-861  and  EIA-826 
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Deregulated  State’s  Average  Customer  Rates,  in  cents  per  kWh 


RTO/State 

1997 

2013 

Difference 

ISO-New  England 

Connecticut 

10.5 

15.7 

+5.2 

Maine 

9.5 

11.9 

+2.4 

Massachusetts 

10.4 

14.5 

+4.1 

New  Hampshire 

11.6 

14.3 

+2.7 

Rhode  Island 

10.7 

13.9 

+3.2 

Eastern  PJM  and 
NYISO 

Delaware 

7.0 

11.0 

+4.0 

District  of  Columbia 

7.4 

11.9 

+4.5 

Maryland 

7.0 

11.7 

+4.7 

New  Jersey 

10.5 

13.7 

+3.2 

Pennsylvania 

8.0 

9.8 

+1.8 

New  York 

11.1 

15.6 

+4.5 

Midwest 

Illinois 

7.7 

8.0 

+.3y 

9 According  to  October  2014  data  from  the  U.S.  Energy  Information  Administration  previously 
cited,  the  average  retail  price  of  electricity  in  2014  was  9.24  c/kWh,  which  is  an  increase  of 
+1.24  c/kWh  from  2013.  U.S.  Energy  Information  Administration.  (2014,  October).  Retrieved 
January  22,  2015,  from  www.eia.gov: 

www.eia.gov/electricitv/monthly/epm  table  grapher.cfm?t=epmt  5 6 a. 
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Michigan 

7.0 

11.3 

+4.3 

Ohio 

6.3 

9.2 

+2.9 

Western  States 

California 

9.5 

14.6 

+5.1 

Montana 

5.2 

8.6 

+3.4 

(American  Public  Power  Association,  April  2014) 


The  state  of  Texas,  which  also  has  retail  access,  was  not  included  in  the  American  Public  Power 
Association  study.  It  is  important  to  note  that  Michigan  allows  alternative  suppliers  to  compete 
for  a maximum  of  10%  of  electric  utility’s  retail  sales,  Montana  has  repealed  their  retail  access 
for  customers  < 5 MW  and  for  all  customers  that  choose  utility  service,  and  California  has 
suspended  their  retail  access  for  customers.  In  doing  so,  Montana’s  state  government,  local 
government,  and  utility  customers  have  incurred  substantial  costs,  essentially  paying  many  costs 
twice.10  West  Virginia,  Arkansas,  Oklahoma,  and  New  Mexico  have  all  had  their  rate 
restructuring  laws  repealed  or  delayed.  (Rose,  20 13)*  11 

The  state  of  Indiana,  which  enjoys  low  electric  rates  similar  to  Missouri,  recently  examined 
deregulated  states  versus  traditionally  regulated  states.  Mr.  Ken  Rose,  Independent  Consultant 
and  Senior  Fellow  with  the  Institute  of  Public  Utilities,  stated  two  important  points  in  his  report 
to  the  Regulatory  Flexibility  Committee  of  the  Indiana  General  Assembly  in  the  fall  of  2013, 
“’Deregulating’  at  the  state  level  actually  transfers  jurisdictional  authority  from  the  state  to  the 
federal  regulatory  authorities — primarily  the  Federal  Energy  Regulatory  Commission  (FERC). 
Unfortunately  when  things  go  wrong  within  a state  or  region,  customers  and  other  market 
participants  are  wholly  dependent  on  the  federal  government  to  fix  it.” 


10  Ochenski,  George,  Missoulian , “Montana’s  energy  deregulation  debacle  about  to  come  to  an 
end”,  (Sept.  29,  2013),  available  at  http://missoulian.com/news/opinion/columnists/george- 
ochenski-montana-s-energy-deregulation-debacle-about-to-come/article  75a3e5ce-2992- 1 le3- 
b015-001a4bcf887a.html,  (“Unfortunately,  the  $900  million  it  will  take  to  re-acquire  the 
dams  will,  once  again,  be  passed  on  to  consumers.”).  See  also  Balaskovitz,  Andy,  Midwest 
Energy  News,  “Michigan’s  electric  choice  law  ‘in  the  crosshairs’  in  2015”,  (Dec.  5,  2014), 
available  at  http://midwestenergvnews.com/2014/12/05/michigans-electric-choice-law-in-the- 
crosshairs-in-2015/. 

11  Rose,  K.  (2013).  Comparing  Restructured  States  with  Traditionally  Regulated  States.  Institute 
of  Public  Utilities  (www.ipu.msu.edu). 
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Conclusion 

The  initiative  petition  will  result  in  substantial  transitional  and  implementation  costs,  and 
potential  litigation  costs,  at  the  state  and  local  level.  Other  costs,  revenues,  or  savings,  are  highly 
speculative,  but  there  is  reason  to  believe  that  the  initiative  would  lead  to  rate  increases  that 
would  have  an  overall  negative  effect  for  state  and  local  government.  Judging  by  the  financial 
impact  of  deregulation  in  the  states  where  it  is  currently  in  place,  changing  the  regulatory 
compact  in  Missouri  will  most  likely  bring  increased  utility  costs  to  consumers  and  little  added 
benefit  while  potentially  impacting  reliability.  This  gives  further  reason  to  doubt  that  any  fiscal 
impact  to  state  and  local  government  will  be  positive. 

Thank  you  for  your  consideration  of  these  materials.  If  you  have  additional  questions,  please  do 
not  hesitate  to  contact  me. 


Respectfully  submitted, 


Edward  D.  Greim 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  State  Treasurer's  office,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the 
City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

The  fiscal  impact  to  state  government  is  unknown  but  would  likely  include 
implementation  costs  and  could  include  litigation  costs.  The  fiscal  impact  to  local 
governments  is  unknown  but  could  include  a loss  in  tax  revenues  from  electric  utility 
suppliers  and  potential  litigation  costs. 


James  C.  Kirkpatrick 
State  Information  Center 
(573 ) 751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  26,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Mike  Grimes  regarding  a proposed  statutory  amendment  to 

Chapter  393  (2016-087) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Mike  Grimes  on  August  25,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


s^it*UDf 
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County 

Pl|»  No. 

It  Is  * doss  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  S60.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  In  the  county  (all  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  )ason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  he  submitted  to  the  voters  ol  the  state  of  Missouri,  for  their  approval  or 
refection,  at  the  general  election  to  be  held  on  the  8"’  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are 

AUG  2 5 2015 

(Official  Ballot  ttt!c| 

MO.  SECRETARY  OF  STATE 

CIRCULATOR'S  AFFIDAVIT 

STATE  OF  M ISSOUIU.  COUNTY  OF  


being  first  duly  sworn,  say  (prim  or  type  oames  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City.  Town,  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  orvlllage  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  __  County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PER|URY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

i am  at  least  18  yeans  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this  day  of .A.D.  201 . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street  City,  State  & Zip  Code) 


becened 

mjg  ^ 5 z0^ 

wo.secrei««ofs1WE 

in  enacted  by  the  people  of  the  State  of  Missouri: 

A new  section  of  the  Revised  Missouri  Statutes  is  hereby  enacted,  to  be  known  as  section 
393.330  to  read  as  follows: 


393,030.  I.  The  purpose  of  this  section  is  to  ensure  that  all  retail  and  commercial  customers  of 
electric  power  in  this  state  have  the  choice  of  electric  suppliers,  and  to  encourage  competition  in 
this  state  in  the  provision  of  electric  supply. 


2j No  later  than  January  1.  2018,  all  retail  and  commercial  customers  of  an  electrical 

corporation  as  defined  in  § 386.020.  RSMo..  shall  have  the  right  to  choose  an  alternative  electric 
supplier.  An  “alternative  electric  supplier”  means  a person  selling  electric  eencration  service  to 
retail  and  commercial  customers  in  this  state. 


3. The  public  service  commission  shall  issue  orders  establishing  a licensinu 

procedure  for  all  alternative  electric  suppliers.  No  alternative  electric  supplier  shall  enuage  in  any 
business  in  this  state  unless  it  obtains  and  maintains  a license  issued  by  the  public  service 


commission. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  6 (2016-086) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


AUG  1 9 2015 

state  auditors  office 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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County 

Page 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 , RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  ^ 

' ?=  zo 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer  - 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant 


:T] 


Subscribed  and  sworn  to  before  me  this 


day  of , A.D.  201 . 


Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


... 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  three  new  sections,  to  be  known  as 
sections  149.017,  149.018,  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017,  149.018  and  149.161  are 
enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017.  149,018.  and  149.161,  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the 
Early  Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education 
through  regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( 1 ) Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2Jt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.13.  For  years  ending  on  or  before  December  31.  2016.  fThere  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood’’,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representativejrom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

(1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate. 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 18  and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 


(4)Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 


(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  fand  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 


( 1 3)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may 
transacted; 
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(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 
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(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 
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(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 


(19)  Contract  with  one  or  more  not-for-orofits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees: 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  obiectives  of  subsection  6 of  this  section. 

6.  Anv  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1)  Increasing  access  to  existing  quality  early  childhood  development  programs; 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

( 1 )  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  obiectives  of 
this  section; 


(2)  Whether  the  project  or  activity  leverages  matching  dollars; 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 

(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 ) Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state;  and 

(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149, 161.  less  anv  reduction  allowed  in  section  149.02 1 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(4)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 


(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood; 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection- 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1,  2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1. 2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1 , 20 1 7 shall  be  invalid  and  void. 


149,017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149,015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A)  Beginning  January  1.  2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B)  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 

(Cl  Beginning  January  1,  2021.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  1 49.0 1 5 and  1 49.02 1 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 


3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 


5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149. 161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 
210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 


6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 


7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  1 49, 1 6 1 have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320,  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161.  an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local  tobptyo  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149461  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political 
subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  such  funds  and  political- 
subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total  ; 
moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year,  ud 
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149,018.  In  the  event  a tax  other  than  the  taxes  imposed  bv  sections  149,015.  149,017.  149.160.  and  149.161  is  authorised  to  be 
imposed  upon  the  sale  of  cigarettes  and  tobacco  products  bv  a constitutional  or  statutory  statewide  ballot  measure  submitted  bv 
initiative  petition,  and  the  initial  effective  date  for  all  or  any  part  of  such  tax  is  after  January  1, 2017.  but  before  January  1.  2021, 
the  additional  taxes  imposed  pursuant  to  sections  149.017  and  149,161  shall  be  suspended  from  being  imposed  and  reflected  to 
the  extent  the  new  tax  is  imposed  and  collected.  On  an  annual  basis,  the  director  of  the  department  of  revenue  shall  estimate  the 
amount  of  additional  tax  suspended  pursuant  to  this  section. 


149,161.  Beginning  on  January  1 . 20 1 7.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 


shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31,  20Hx 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  Il(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  1 5 of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  lX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (Bf  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 . 20 1 7,  eighty  percent:  for  units  sold  during  the  year  ending  on  December  3 1 , 20 1 8,  sixty  percent;  for  units  sold  during  the  year 
ending  on  December  3 1.  2019.  forty  percent:  for  units  sold  during  the  year  ending  on  December  3 1,  2020,  twenty  percent;  for 
units  sold  during  all  years  ending  on  or  after  December  31.  2021.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  2 10. 1 02  [State’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2 10. 102[State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-086) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

The  proposal  amends  Section  196.1003,  RSMo,  enacted  pursuant  to  the  State's  tobacco 
settlement  agreement.  Amending  this  section  has  the  potential  to  lead  to  litigation 
threatening  the  State's  tobacco  settlement  payments,  with  potential  unknown  costs. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 

Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  10  mills  per 
cigarette  ($0.20  per  pack  of  20).  Beginning  January  1,  2019,  the  petition  applies  an 
additional  tax  of  seven  and  one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  Finally, 
beginning  on  January  1,  2021,  the  legislation  increases  the  tax  an  additional  seven  and 
one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  The  resultant  tax  increase  at  the  end  of 
the  phase-in  period  is  50  cents  per  pack  of  20  cigarettes. 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.018 

In  the  event  a tax  other  than  those  imposed  by  sections  149.015,  149.017,  149.160,  and 
149.161  is  authorized  on  the  sale  of  cigarettes  and  tobacco  products  and  the  initial 
effective  date  for  this  tax  is  after  January  1,  2017,  but  before  January  1,  2021,  the 
legislation  suspends  the  imposition  and  collection  of  the  additional  taxes  imposed 
pursuant  to  sections  149.017  and  149.161  to  the  extent  the  new  tax  is  imposed  and 
collected.  On  an  annual  basis,  the  Department  estimates  the  amount  of  additional  tax 
suspended  per  this  section. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer's  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  196.1003 

This  section  reduces  the  amount  of  the  excess  released  from  escrow  as  follows: 

For  units  sold  during  the  year  ending  on  December  3 1,  2017  - 80  percent; 

For  units  sold  during  the  year  ending  on  December  3 1,  2018  - 60  percent; 


For  units  sold  during  the  year  ending  on  December  3 1,  2019  - 40  percent; 

For  units  sold  during  the  year  ending  on  December  31,  2020  - 20  percent; 

For  units  sold  during  all  years  ending  on  or  after  December  31,  2021,  zero  percent. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 
the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017,  149.018,  and 
149.161  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  10  mills  per  cigarette  on  1/1/2017, 
another  7 A mills  on  1/1/2019  and  another  7 A mills  1/1/2021.  Section  149.161,  RSMo, 
levies  an  additional  5%  tax  on  other  tobacco  products  beginning  1/1/2017.  These  monies 
will  go  to  the  Early  Childhood  Health  and  Education  Trust  (ECHET)  Fund  established  in 
Section  210.102,  RSMo.  DOR  and  DHSS  must  annually  determine  whether  the  new 


taxes  have  caused  a reduction  in  consumption  and  therefore  a reduction  in  the  amount  of 
money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives  Fund  or  the  State  School 
Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in  consumption  is  found,  then  up 
to  3%  of  the  new  revenue  collected  is  to  be  distributed  to  the  various  funds  and  political 
subdivisions  from  the  ECHET  Fund  to  hold  them  harmless. 

Section  149.018,  RSMo,  suspends  imposition  and  collection  of  the  tax  increases  in  this 
proposal  if  a new  tax  on  cigarettes  and  tobacco  products  is  approved  by  constitutional  or 
statutory  statewide  ballot  measures  with  an  initial  effective  date  between  January  1,  2017 
and  January  1,  2021,  to  the  extent  the  new  tax  is  imposed  and  collected.  The  DOR 
Director  is  tasked  with  estimating  the  amount  of  additional  tax  suspended  pursuant  to  this 
section. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a "qualifying 
statute",  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 

FISCAL  IMPACT: 

Cigarette  Tax  (Section  149.017) 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates: 

• The  first  tax  increase  of  10  mills  per  cigarette  in  January  2017  will  increase  the 
“Early  Childhood  Health  and  Education  Trust  Fund”  by  $45.0  million  in  FY17  and 
$90.1  million  in  FY18. 

• The  second  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2019 
will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $121.94 
million  in  FY19  and  $153.8  million  in  FY20. 

• The  third  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2021  will 
increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $184.1  million 
in  FY21  and  $214.4  million  in  FY22  and  thereafter. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates: 

• The  first  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.3  million  in  FY17  and 
$0.7  million  in  FY18,  the  Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.7 
million  in  FY18,  and  the  State  School  Moneys  Fund  by  $0.7  million  in  FY17  and 
$1.5  million  in  FY18. 

• The  second  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.9  million  in  FY19 
and  $1.1  million  in  FY20,  the  Health  Initiatives  Fund  by  $0.9  million  in  FY19  and 


$1.1  million  in  FY20,  and  the  State  School  Moneys  Fund  by  $2.0  million  in  FY19 
and  $2.5  million  in  FY20. 

• The  third  tax  increase  will  decrease  the  Fair  Share  Fund  by  $1.3  million  in  FY21  and 
$1.6  million  in  FY22  and  thereafter,  the  Health  Initiatives  Fund  by  $1.3  million  in 
FY21  and  $1.6  million  in  FY22  and  thereafter,  and  the  State  School  Moneys  Fund  by 
$3.0  million  in  FY21  and  $3.5  million  in  FY22  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.2  million  once  fully  implemented  in  FY22,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products  (Section  149.161) 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement  (Section  196.1003) 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY22.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY22. 

In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.3 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.5  million  once  fully  implemented  in  FY22. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  81,  82,  85  & 86 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $98  million  to  $214  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $214  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

* Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  S 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount 

rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

1 6,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

IC-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

— 5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $214  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  annual  revenue  is  the  amount  of  additional  new  revenue  over 
the  first  full  year  after  the  effective  date  of  all  phases  of  the  additional  tax.  The  state  will  collect 
less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all  cigarettes  and  other 
tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective  date.  This  fiscal 
projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the 
weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the  price  elasticity  of 
demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

When  cigarette  and  tobacco  tax  increases  are  fully  implemented,  estimated  additional 
revenue  to  state  government  is  $200  million  to  $214  million  annually,  with  limited 
estimated  implementation  costs  and  potential  unknown  litigation  costs.  The  revenue  will 
fund  only  programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local 
governmental  entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  5 (2016-085) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


RECEIVED 


Sincerely, 


AUG  1 9 2015 

state  auditors  office 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 
CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

ro 


I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition. 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 


If  paid,  list  the  payer 


03 

cn 


Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  three  new  sections,  to  be  known  as  sections  149.017, 
149.018,  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  of  the  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017,  149.018  and  149.161  are  enacted,  to  read 
as  follows: 

210.102.  1.  Sections  149.017.  149.018.  and  149.161.  and  certain  amendments  to  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  sellers.  This  Act: 

( I )  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2Jt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  havinga  member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.13.  For  years  ending  on  or  before  December  31. 2016,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative_from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1,  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services: 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 


(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3-]5^  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter; 


(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 


(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  fand  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 


(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  apf 
purposes  set  forth  in  this  section; 

119)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 
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(201  Provide  technical  assistance  to  grantees: 

(2 1 I Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 

(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  obiectives  of  subsection  6 of  this  section. 
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6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  ot  the  following  obiectives: 


( 1 1 Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs; 

(2)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


( 1 1 Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  obiectives  of 
this  section: 

(2)  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state;  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

IQ,  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  less  any  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund- 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  any  other  state  department  or  agency  of  the  state: 

(31  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood; 

No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 11  through  (41  of  this  subsection. 
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13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 , 2017,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149,017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149,015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A)  Beginning  January  1.  2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B)  Beginning  January  1, 2019,  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 

(C)  Beginning  January  1,  2021.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149,015  and  149.021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 

general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 

early  childhood  health  and  education  trust  fund. 


5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 

20 1 6.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  1 49. 1 6 1 have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund. 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210,320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66,340  and  210.320,  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149.161,  an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate* fund  or 
funds  or  political  subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  sucfr-funds  and 
political  subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  perceflt  of  the 
total  moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year. 
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149.018.  In  the  event  a tax  other  than  the  taxes  imposed  bv  sections  149.015.  149,017.  149.160.  and  149.161  is  authorized  to  be 
imposed  upon  the  sale  of  cigarettes  and  tobacco  products  bv  a constitutional  or  statutory  statewide  ballot  measure  submitted  by 
initiative  petition,  and  the  initial  effective  date  for  all  or  any  part  of  such  tax  is  after  January  1 . 20 1 7.  but  before  January  1 , 2021 , 
the  additional  taxes  imposed  pursuant  to  sections  149,017  and  149,161  shall  be  suspended  from  being  imposed  and  collected  to 
the  extent  the  new  tax  is  imposed  and  collected.  On  an  annual  basis,  the  director  of  the  department  of  revenue  shall  esfflnate  the 
amount  of  additional  tax  suspended  pursuant  to  this  section. 

149.161.  Beginning  on  January  1 , 20 1 7,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer's  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1 . The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1 , 20 1 6. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-085) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149 
and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 


Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  10  mills  per 
cigarette  ($0.20  per  pack  of  20).  Beginning  January  1,  2019,  the  petition  applies  an 
additional  tax  of  seven  and  one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  Finally, 
beginning  on  January  1,  2021,  the  legislation  increases  the  tax  an  additional  seven  and 
one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  The  resultant  tax  increase  at  the  end  of 
the  phase-in  period  is  50  cents  per  pack  of  20  cigarettes. 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.018 

In  the  event  a tax  other  than  those  imposed  by  sections  149.015,  149.017,  149.160,  and 
149.161  is  authorized  on  the  sale  of  cigarettes  and  tobacco  products  and  the  initial 
effective  date  for  this  tax  is  after  January  1,  2017,  but  before  January  1,  2021,  the 
legislation  suspends  the  imposition  and  collection  of  the  additional  taxes  imposed 
pursuant  to  sections  149.017  and  149.161  to  the  extent  the  new  tax  is  imposed  and 
collected.  On  an  annual  basis,  the  Department  estimates  the  amount  of  additional  tax 
suspended  per  this  section. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 
the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 


Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Section 
210.102,  RSMo,  and  adds  Sections  149.017,  149.018,  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  10  mills  per  cigarette  on  1/1/2017, 
another  7 Vi  mills  on  1/1/2019  and  another  7 V2  mills  1/1/2021.  Section  149.161,  RSMo, 
levies  an  additional  5%  tax  on  other  tobacco  products  beginning  1/1/2017.  These  monies 
will  go  to  the  Early  Childhood  Health  and  Education  Trust  (ECHET)  Fund  established  in 
Section  210.102,  RSMo.  DOR  and  DHSS  must  annually  determine  whether  the  new 
taxes  have  caused  a reduction  in  consumption  and  therefore  a reduction  in  the  amount  of 
money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives  Fund  or  the  State  School 
Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in  consumption  is  found,  then  up 
to  3%  of  the  new  revenue  collected  is  to  be  distributed  to  the  various  funds  and  political 
subdivisions  from  the  ECHET  Fund  to  hold  them  harmless. 

Section  149.018,  RSMo,  suspends  imposition  and  collection  of  the  tax  increases  in  this 
proposal  if  a new  tax  on  cigarettes  and  tobacco  products  is  approved  by  constitutional  or 
statutory  statewide  ballot  measures  with  an  initial  effective  date  between  January  1,  2017 
and  January  1,  2021,  to  the  extent  the  new  tax  is  imposed  and  collected.  The  DOR 
Director  is  tasked  with  estimating  the  amount  of  additional  tax  suspended  pursuant  to  this 
section. 


FISCAL  IMPACT: 


Cigarette  Tax  (Section  149.017) 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates: 

• The  first  tax  increase  of  10  mills  per  cigarette  in  January  2017  will  increase  the 
“Early  Childhood  Health  and  Education  Trust  Fund”  by  $45.0  million  in  FY17  and 
$90.1  million  in  FY18. 

• The  second  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2019 
will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $121.94 
million  in  FY19  and  $153.8  million  in  FY20. 

• The  third  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2021  will 
increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $184.1  million 
in  FY21  and  $214.4  million  in  FY22  and  thereafter. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates: 

• The  first  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.3  million  in  FY17  and 
$0.7  million  in  FY18,  the  Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.7 
million  in  FY18,  and  the  State  School  Moneys  Fund  by  $0.7  million  in  FY17  and 
$1.5  million  in  FY18. 

• The  second  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.9  million  in  FY19 
and  $1.1  million  in  FY20,  the  Health  Initiatives  Fund  by  $0.9  million  in  FY19  and 
$1.1  million  in  FY20,  and  the  State  School  Moneys  Fund  by  $2.0  million  in  FY19 
and  $2.5  million  in  FY20. 

• The  third  tax  increase  will  decrease  the  Fair  Share  Fund  by  $1.3  million  in  FY21  and 
$1.6  million  in  FY22  and  thereafter,  the  Health  Initiatives  Fund  by  $1.3  million  in 
FY21  and  $1.6  million  in  FY22  and  thereafter,  and  the  State  School  Moneys  Fund  by 
$3.0  million  in  FY21  and  $3.5  million  in  FY22  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.2  million  once  fully  implemented  in  FY22,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products  (Section  149.161) 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 


There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY22.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY22. 

In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.3 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.5  million  once  fully  implemented  in  FY22. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 


for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  81,  82,  85  & 86 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $98  million  to  $214  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $214  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 

1 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


G|G 


Graves  Garrett  llc 

from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

* Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  S 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount 

rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

1 6,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

IC-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

— 5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $214  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  annual  revenue  is  the  amount  of  additional  new  revenue  over 
the  first  full  year  after  the  effective  date  of  all  phases  of  the  additional  tax.  The  state  will  collect 
less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all  cigarettes  and  other 
tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective  date.  This  fiscal 
projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the 
weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the  price  elasticity  of 
demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

When  cigarette  and  tobacco  tax  increases  are  fully  implemented,  estimated  additional 
revenue  to  state  government  is  $200  million  to  $214  million  annually,  with  limited 
estimated  implementation  costs.  The  revenue  will  fund  only  programs  and  services 
allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental  entities  is  unknown. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  4 (2016-084) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • business  Services  • Elections  • Publications  • Securities  • State  Archives  • State  Library  • Wolfner  Library 


Jason  Kander 


Sincerely, 


County 

Page 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 , RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


1 am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  pwyer 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 
Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 


, A.D.  201 . 
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Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


IGrUSM 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149,161.  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

f 1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state; 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education;  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2Jt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31.2016,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representative_from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic. 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 1 The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  loint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member's  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term, 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 


(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15f2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

CN*.  c-n 


(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may 
transacted; 

(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the 
purposes  set  forth  in  this  section; 

(191  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 
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(20)  Provide  technical  assistance  to  grantees: 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 


\(&<&\ 

(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  sectjom 

6.  Anv  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 1 Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section; 

( 1 1 Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section; 

(21  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state;  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9[2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  less  anv  reduction  allowed  in  section  149.02).  Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(31  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  ofthe  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  by  the  coordinating  board  for 
early  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1 ) through  (4)  of  this  subsection. 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fond.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  I,  2017,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  I.  2017  shall  be  invalid  and  void. 


149.017.  1.  Beginning  January  1,  2017,  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,015,  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.0 15  and  149,02 1 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  rem  itted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149,161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 


5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 ,5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

2 1 0. 1 02.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section; 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210,102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1. 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149. 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  by  this  section  and  section  149.161.  an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210,102  as  follows:  first,  to  the  appropriate  political 
subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  such  funds  and  political 
subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total 
moneys  collected  pursuant  to  this  section  and  section  149. 161  during  that  same  year. 
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149.161.  Beginning  on  January  1.  2017,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products. other  than  crgyettes  in 
section  149, 160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer's  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  firkfkales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  bv  this  sectiomshall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1 . 201 6. 
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196.1003.  Requirements.  co 

cn 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 


1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 
for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 
for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 
for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  fttnds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(iX2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  lX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (Bt  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 . 20 1 7.  eighty  percent:  for  units  sold  during  the  year  ending  on  December  3 1 , 20 1 8,  sixty  percent;  for  units  sold  during  the  year 
ending  on  December  3 1. 2019,  forty  percent:  for  units  sold  during  the  year  ending  on  December  31,  2020,  twenty  percent;  for 
units  sold  during  all  years  ending  on  or  after  December  31,  202 1 , zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  1 5 days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fimd  established  in  section  210.  l02fState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2 10. 102 [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-084) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

The  proposal  amends  Section  196.1003,  RSMo,  enacted  pursuant  to  the  State's  tobacco 
settlement  agreement.  Amending  this  section  has  the  potential  to  lead  to  litigation 
threatening  the  State's  tobacco  settlement  payments,  with  potential  unknown  costs. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 

Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  25  mills  per 
cigarette  ($0.50  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  196.1003 

This  section  reduces  the  amount  of  the  excess  released  from  escrow  as  follows: 

For  units  sold  during  the  year  ending  on  December  3 1,  2017  - 80  percent; 

For  units  sold  during  the  year  ending  on  December  3 1,  2018  - 60  percent; 

For  units  sold  during  the  year  ending  on  December  3 1,  2019  - 40  percent; 

For  units  sold  during  the  year  ending  on  December  31,  2020  - 20  percent; 

For  units  sold  during  all  years  ending  on  or  after  December  31,  2021,  zero  percent. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 
the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 


Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  25  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in 
consumption  is  found,  then  up  to  3%  of  the  new  revenue  collected  is  to  be  distributed  to 
the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold  them 
harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a "qualifying 
statute",  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 


FISCAL  IMPACT: 


Cigarette  Tax 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  25  mills  per  cigarette  in  January 
2017  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $107.2  million 
in  FY17  and  $214.4  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $1.7  million  in  FY17  and  $3.5  million  in  FY18  and 
thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.0  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.1  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement  (Section  196.1003) 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 


Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.2 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.4  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 


Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  83  & 84 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $222  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $222  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $222  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $200  million  to  $222  million 
annually,  with  limited  estimated  implementation  costs  and  potential  unknown  litigation 
costs.  The  revenue  will  fund  only  programs  and  services  allowed  by  the  proposal.  The 
fiscal  impact  to  local  governmental  entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  3 (2016-083) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  M ain  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  ^ S 

V • ry 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer  ; :j 

L i ) 

co 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant 

m A 


up 

CO 


m 


Subscribed  and  sworn  to  before  me  this 


Signature  of  Notary 


day  of A.D.  201 . 

Notary  Public  (Seal) 


My  commission  expires 


Address  of  Notary 


IGrQS'6 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections  149.017 
and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  of  the  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017  and  149.161  are  enacted,  to  read  as  follows: 

210.102.  1.  Sections  149,017  and  149.161.  and  certain  amendments  to  210,102.  shall  be  referred  to  as  the  Early  Childhood  Health 
and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through  regulation  of 
tobacco  sellers.  This  Act: 


( 1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 


(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(31  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.13.  For  years  ending  on  or  before  December  31.  2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative_from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1,  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic. 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services; 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 


(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4  ) The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

( 1 4)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 
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(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duf+es  and 
purposes  set  forth  in  this  section; 

( 1 91  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(201  Provide  technical  assistance  to  grantees; 

(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 

(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  bv  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

f H Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

m Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(3)  Ensure  a fan-  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149,017  and  149.161  based  on  the 
established  residencvoopulation  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  of  the  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  less  any  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  any  other  state  department  or  agency  of  the  state: 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(4)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 

No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (H  through  (41  of  this  subsection. 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  I.  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 

149,017.  1.  Beginning  January  1.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.01 5.  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  1 49,0 1 5 and  1 49,02 1 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3,  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4,  The  provisions  of  section  149,065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149,161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 

2 10. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5,  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%J  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210. 102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section; 

6.  The  net  proceeds  from  the  taxes  imposed  by  this  section  and  section  149. 161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149. 161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fond,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  locaj 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149. 161 . an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149, 161  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political 
subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  such  funds  and  political 
subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total 
moneys  collected  pursuant  to  this  section  and  section  149,161  during  that  same  year- 

149. 161.  Beginning  on  January  1. 2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sate 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  bjgre 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  sectiph-shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1, 2016. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-083) 


Subject 

Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149 
and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 


Section  149.017 

Beginning  January  1,  2017,  the  legislation  increases  the  tax  on  cigarettes  to  25  mills  per 
cigarette  ($0.50  per  pack  of  20). 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer’s  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 
the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Section 
210.102,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  25  mills  per  cigarette  on  1/1/2017. 
Section  149.161,  RSMo,  levies  an  additional  5%  tax  on  other  tobacco  products  beginning 
1/1/2017.  These  monies  will  go  to  the  Early  Childhood  Health  and  Education  Trust 
(ECHET)  Fund  established  in  Section  210.102,  RSMo.  DOR  and  DHSS  must  annually 
determine  whether  the  new  taxes  have  caused  a reduction  in  consumption  and  therefore  a 
reduction  in  the  amount  of  money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives 
Fund  or  the  State  School  Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in 
consumption  is  found,  then  up  to  3%  of  the  new  revenue  collected  is  to  be  distributed  to 
the  various  funds  and  political  subdivisions  from  the  ECHET  Fund  to  hold  them 
harmless. 

FISCAL  IMPACT: 


Cigarette  Tax 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  a tax  increase  of  25  mills  per  cigarette  in  January 
2017  will  increase  the  “Early  Childhood  Health  and  Education  Fund”  by  $107.2  million 
in  FY17  and  $214.4  million  once  fully  implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates  that  the  tax  increase  will  decrease  the  Fair  Share 
Fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  the  Health 
Initiatives  fund  by  $0.8  million  in  FY17  and  $1.6  million  in  FY18  and  thereafter,  and  the 
State  School  Moneys  Fund  by  $1.7  million  in  FY17  and  $3.5  million  in  FY18  and 
thereafter. 


Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.0  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 


sales  tax  will  be  reduced  by  $7.1  million  once  fully  implemented  in  FY18,  from  the  loss 
of  sales  tax. 


Other  Tobacco  Products 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY18.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY18. 

In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.2 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.4  million  once  fully  implemented  in  FY18. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 


measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  83  & 84 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $222  million  annually  with 
limited  estimated  implementation  costs  or  savings.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  proposal  is  estimated  to 
result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $222  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

**  Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  5 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount  rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

16,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

K-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

-5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $222  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  revenue  is  the  amount  of  additional  new  revenue  over  the 
first  full  year  after  the  effective  date.  The  state  will  collect  less  new  revenue  to  the  extent  that  the 
rate  increase  does  not  apply  to  all  cigarettes  and  other  tobacco  products  held  in  wholesaler  and 
retailer  inventories  on  the  effective  date.  This  fiscal  projection  was  derived  using  a price 
elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the  weight  of  credible  academic  literature 
suggests  a conservative  estimate  for  the  price  elasticity  of  demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

Estimated  additional  revenue  to  state  government  is  $200  million  to  $222  million 
annually,  with  limited  estimated  implementation  costs.  The  revenue  will  fund  only 
programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental 
entities  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  2 (2016-082) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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Sincerely, 


A06  1 3 2015 

STATE  AUDITOR  UrFIC 


County 

Page 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  nanie,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

ro 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT.ALL  STAlf^ENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  <j)R 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  N cr>  rn, 

O 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  pay£r 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


— 


up 


CO 

CO 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


1(9-00 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161.  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

( 1 3 Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(23  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education;  and 

(33  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2Jt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]  3.  For  years  ending  on  or  before  December  3 1. 2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representative  Jrom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1. 2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 3 The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  bv  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member's  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 

(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate. 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(1 1)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  nectary; 

rs-  c n 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be 
transacted; 

(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(191  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 

(201  Provide  technical  assistance  to  grantees; 

(2 1 1 Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  ot  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 


(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  obiectives  of  subsection  6 of  this  section. 


Ifo-osa, 

ion  6 of  this  section.  ' 


6.  Anv  grants  awarded  bv  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 


(11  Increasing  access  to  existing  quality  early  childhood  development  programs; 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five.; 

(4~)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy; 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

f6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

( 1 1 Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  obiectives  of 
this  section; 

(2)  Whether  the  project  or  activity  leverages  matching  dollars; 

(3)  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community;  and 


(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 


(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149,017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following; 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  ofthe  biennium  shall  not  revert  to  the  credit  ofthe 
general  revenue  fund. 

11.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149. 161.  less  anv  reduction  allowed  in  section  149.021 . Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund. 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

(11  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

121  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities; 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section; 


(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1)  through  (4)  of  this 


subsection- 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080, 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149,017  and  149,161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 


15.  Beginning  January  1,  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 


149,017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149.015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A)  Beginning  January  1 . 20 17.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 


(B)  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette;  and. 

(C)  Beginning  January  1.  2021.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149,015  and  149,021. 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 


4.  The  provisions  of  section  149,065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149. 161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
21 0. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 


5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  by  this  section  and  section  149. 161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 


7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  debited  into 
any  of  those  funds  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149.161 , an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobatfco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149,161  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political 
subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  such  funds  and  political* 
subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  jptal. 
moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year. 


co 
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149,161.  Beginning  on  January  1.2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer's  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  3 1. 2016. 


196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 


iG.-o&a 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  lIQj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold.. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 . 20 1 7.  eighty  percent:  for  units  sold  during  the  year  ending  on  December  31.2018.  sixty  percent;  for  units  sold  during  the  year 
ending  on  December  31. 2019,  forty  percent:  for  units  sold  during  the  year  ending  on  December  31.  2020,  twenty  percent;  for 
units  sold  during  all  years  ending  on  or  after  December  3 1 . 202 1 , zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210. 102fState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  2 10. 102  [State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149, 
196,  and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149,  196,  and  210  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

The  proposal  amends  Section  196.1003,  RSMo,  enacted  pursuant  to  the  State's  tobacco 
settlement  agreement.  Amending  this  section  has  the  potential  to  lead  to  litigation 
threatening  the  State's  tobacco  settlement  payments,  with  potential  unknown  costs. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 

Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  10  mills  per 
cigarette  ($0.20  per  pack  of  20).  Beginning  January  1,  2019,  the  petition  applies  an 
additional  tax  of  seven  and  one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  Finally, 
beginning  on  January  1,  2021,  the  legislation  increases  the  tax  an  additional  seven  and 
one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  The  resultant  tax  increase  at  the  end  of 
the  phase-in  period  is  50  cents  per  pack  of  20  cigarettes. 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer's  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  196.1003 

This  section  reduces  the  amount  of  the  excess  released  from  escrow  as  follows: 

For  units  sold  during  the  year  ending  on  December  3 1,  2017  - 80  percent; 

For  units  sold  during  the  year  ending  on  December  3 1,  2018  - 60  percent; 

For  units  sold  during  the  year  ending  on  December  3 1,  2019  - 40  percent; 

For  units  sold  during  the  year  ending  on  December  31,  2020  - 20  percent; 

For  units  sold  during  all  years  ending  on  or  after  December  31,  2021,  zero  percent. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 


the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  210.102  and  196.1003,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  10  mills  per  cigarette  on  1/1/2017, 
another  7 Vi  mills  on  1/1/2019  and  another  7 Vi  mills  1/1/2021.  Section  149.161,  RSMo, 
levies  an  additional  5%  tax  on  other  tobacco  products  beginning  1/1/2017.  These  monies 
will  go  to  the  Early  Childhood  Health  and  Education  Trust  (ECHET)  Fund  established  in 
Section  210.102,  RSMo.  DOR  and  DHSS  must  annually  determine  whether  the  new 
taxes  have  caused  a reduction  in  consumption  and  therefore  a reduction  in  the  amount  of 
money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives  Fund  or  the  State  School 
Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in  consumption  is  found,  then  up 
to  3%  of  the  new  revenue  collected  is  to  be  distributed  to  the  various  funds  and  political 
subdivisions  from  the  ECHET  Fund  to  hold  them  harmless. 

Section  196.1003,  RSMo,  changes  escrow  requirements  for  the  tobacco  Master 
Settlement  Agreement,  with  provisions  to  direct  potential  civil  penalties  to  the  ECHET 
Fund.  Because  this  language  changes  what  was  previously  approved  as  a "qualifying 


statute",  it  could  adversely  impact  future  Nonparticipating  Manufacturer  (NPM) 
adjustment  arbitrations. 


FISCAL  IMPACT: 

Cigarette  Tax  (Section  149.017) 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates: 

• The  first  tax  increase  of  10  mills  per  cigarette  in  January  2017  will  increase  the 
“Early  Childhood  Health  and  Education  Trust  Fund”  by  $45.0  million  in  FY17  and 
$90.1  million  in  FY18. 

• The  second  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2019 
will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $121.94 
million  in  FY19  and  $153.8  million  in  FY20. 

• The  third  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2021  will 
increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $184.1  million 
in  FY21  and  $214.4  million  in  FY22  and  thereafter. 

There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates: 

• The  first  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.3  million  in  FY17  and 
$0.7  million  in  FY18,  the  Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.7 
million  in  FY18,  and  the  State  School  Moneys  Fund  by  $0.7  million  in  FY17  and 
$1.5  million  in  FY18. 

• The  second  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.9  million  in  FY19 
and  $1.1  million  in  FY20,  the  Health  Initiatives  Fund  by  $0.9  million  in  FY19  and 
$1.1  million  in  FY20,  and  the  State  School  Moneys  Fund  by  $2.0  million  in  FY19 
and  $2.5  million  in  FY20. 

• The  third  tax  increase  will  decrease  the  Fair  Share  Fund  by  $1.3  million  in  FY21  and 
$1.6  million  in  FY22  and  thereafter,  the  Health  Initiatives  Fund  by  $1.3  million  in 
FY21  and  $1.6  million  in  FY22  and  thereafter,  and  the  State  School  Moneys  Fund  by 
$3.0  million  in  FY21  and  $3.5  million  in  FY22  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.2  million  once  fully  implemented  in  FY22,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products  (Section  149.161) 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 


Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Master  Settlement  Agreement  (Section  196.1003) 

The  escrow  changes  should  not  impact  state  revenues.  When  civil  penalties  are  redirected 
to  the  ECHET  Fund,  it  would  be  an  unknown  loss  of  potential  general  revenue  to  the 
state. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY22.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY22. 

In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.3 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.5  million  once  fully  implemented  in  FY22. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 


average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  81,  82,  85  & 86 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $98  million  to  $214  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $214  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 


2 

1100  Main  Street,  Suite  2700  Kansas  City,  MO  64105  ph  816.256.3181  www.gravesgarrett.com 


GG 


Graves  Garrett  llc 


Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

* Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  S 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount 

rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

1 6,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

IC-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

— 5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $214  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  annual  revenue  is  the  amount  of  additional  new  revenue  over 
the  first  full  year  after  the  effective  date  of  all  phases  of  the  additional  tax.  The  state  will  collect 
less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all  cigarettes  and  other 
tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective  date.  This  fiscal 
projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the 
weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the  price  elasticity  of 
demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Sincerely, 


Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

When  cigarette  and  tobacco  tax  increases  are  fully  implemented,  estimated  additional 
revenue  to  state  government  is  $200  million  to  $214  million  annually,  with  limited 
estimated  implementation  costs  and  potential  unknown  litigation  costs.  The  revenue  will 
fund  only  programs  and  services  allowed  by  the  proposal.  The  fiscal  impact  to  local 
governmental  entities  is  unknown. 
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Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  19,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  1 (2016-081) 


Dear  Auditor  Galloway: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  19,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


RECEIVED 


Sincerely, 


AUG  1 9 2015 

STATE  AUDITORS  OFFICE 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  thaUach  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  i^g  registered  \p«er  of  the 
state  of  Missouri  and  County.  \ -.n 

coNV  c5  ZU 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 

co 

ro 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 

Notary  Public  (Seal) 

Signature  of  Notary 


My  commission  expires 


Address  of  Notary 


IGrOSI 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections  149.017 
and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  of  the  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017  and  149.161  are  enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017  and  149,161.  and  certain  amendments  to  210.102.  shall  be  referred  to  as  the  Early  Childhood  Health 
and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through  regulation  of 
tobacco  sellers.  This  Act: 


( 1 ) Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1 . 2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representative  Jrom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic. 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services; 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secpMar^edui^tion' 


(31  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member's  legislative  chamber; 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(5)  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research -based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15  [2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 


(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 
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(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  necessary; . 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may.be 


transacted; 

(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 
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(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 


( 1 91  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(201  Provide  technical  assistance  to  grantees; 

(2 11  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  .improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughput  the  state,  and 

(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section.. 
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6.  Anv  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1 ) Increasing  access  to  existing  quality  early  childhood  development  programs; 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

G)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5)  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


( 1 ) Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 

(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(1)  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  Fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(3)  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149. 161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  “Coordinating  Board  for  Early  Childhood  Fund”  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9[2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  tor  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149,017  and  149,161.  less  anv  reduction  allowed  in  section  149,021.  Interest  and  moneys  earned  on  the  fund 
shall  be  credited  to  the  fund- 


12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 I Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(3)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(4)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(5)  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1~)  through  (43  of  this  subsection. 


13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080, 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  by  the  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

1 5.  Beginning  January  1 . 20 1 7.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536,010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1,  2017  shall  be  invalid  and  void. 

149.017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149,015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A)  Beginning  January  1. 2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

CBJ  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette;  and. 

(C)  Beginning  January  1.  2021,  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  bv  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021 . 
Stamped  cigarettes  in  the  possession  of  a wholesaler  or  retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this 
section  is  imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 
149, 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

2 1 0. 102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  forthe 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 

shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumptionof 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deppsited  into 
any  of  those  funds  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  Actions 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149,161 ; an  amount  equpl  to.the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be.tgnsferrgd 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  as  follows:  first,  to  the  appropriate  political 
subdivisions,  and  second  to  the  appropriate  fund  or  funds.  The  aggregate  amount  transferred  to  such  funds  and  political 
subdivisions  from  the  early  childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the: total  , 
moneys  collected  pursuant  to  this  section  and  section  149.161  during  that  same  year.  vD 
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149.161.  Beginning  on  January  1,  2017,  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  Cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149,160.1.  The  additional  tax  levied  by  this  section  shall  not 
apply  to  inventories  of  tobacco  products  in  the  possession  of  the  retailer  or  wholesaler  on  December  31,201 6. 
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Initiative  petition  from  Edward  Greim  regarding  a proposed  amendment  to  Chapters  149 
and  210  of  the  Revised  Statutes  of  Missouri.  (Received  August  19,  2015) 
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September  8,  2015 

Description 

This  proposal  would  amend  Chapters  149  and  210  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Edward  Greim  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
indicated  the  proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of 
cigarettes.  All  moneys  collected  shall  be  credited  to  and  placed  in  the  early  childhood 
health  and  education  trust  fund.  The  proposal  also  appears  to  create  the  coordinating 
board  for  early  childhood  within  the  department  of  elementary  and  secondary  education. 
With  restrictions,  proceeds  from  the  additional  cigarette  tax  would  provide  for  the 
operations  of  the  coordinating  board.  Our  department  has  no  means  to  calculate  the 
potential  of  these  proceeds.  Any  funds  would  be  additional  monies  to  early  childhood 
education. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  (DOR)  indicated  this  petition  will  have  a 
fiscal  impact  of  $75,006  for  FY  2017  on  their  department,  creating  additional  expense  for 
IT  consultants. 


Section  149.017 

Beginning  January  1,  2017,  the  petition  increases  the  tax  on  cigarettes  by  10  mills  per 
cigarette  ($0.20  per  pack  of  20).  Beginning  January  1,  2019,  the  petition  applies  an 
additional  tax  of  seven  and  one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  Finally, 
beginning  on  January  1,  2021,  the  legislation  increases  the  tax  an  additional  seven  and 
one-half  mills  per  cigarette  ($0.15  per  pack  of  20).  The  resultant  tax  increase  at  the  end  of 
the  phase-in  period  is  50  cents  per  pack  of  20  cigarettes. 

Stamped  cigarettes  in  inventory  prior  to  the  effective  dates  of  the  increase  and  in 
possession  of  a wholesaler  or  retailer  are  not  subject  to  the  additional  tax  before  retail 
sale.  The  petition  also  allows  for  up  to  a one  and  one -half  percent  collection  fee  of  the 
total  revenues  collected  in  a fiscal  year. 

The  legislation  requires  the  Department,  in  consultation  with  the  Department  of  Health  & 
Senior  Services,  to  annually  determine  if  the  taxes  result  in  a decrease  in  consumption  of 
tobacco  products.  The  Departments  must  further  detennine  if  there  are  reductions  in  the 
revenue  collected  and  deposited  into  the  fair  share  fund,  health  initiatives  fund,  the  state 
school  moneys  fund,  or  local  tobacco  taxes. 

Section  149.161 

Beginning  on  January  1,  2017,  this  section,  in  addition  to  the  tax  levied  on  the  first  sales 
of  tobacco  products  other  than  cigarettes  in  section  149.160,  levies  a five  percent  tax 
upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state.  The 
legislation  bases  the  five  percent  increase  on  the  manufacturer's  invoice  price  before 
discounts  and  deals.  The  person  making  the  first  sale  within  the  state  pays  the  tax.  The 
additional  tax  shall  not  apply  to  inventories  of  tobacco  products  in  possession  of  the 
wholesaler  or  retailer  before  January  1,  2017. 

Section  210.102 

This  section  creates  the  Early  Childhood  Health  & Education  Act.  Beginning  in  2017,  the 
Coordinating  Board  for  Early  Childhood  becomes  a body  corporate  and  politic  under  the 
purview  of  the  Department  of  Elementary  & Secondary  Education.  Subsection  1 1 creates 
the  Early  Childhood  Health  & Education  Trust  Fund  and  consists  of  revenues  collected 
under  sections  149.017  and  149.171,  less  any  reduction  allowed  in  section  149.021. 

Administrative  Impact: 

Excise  Tax: 

The  Early  Childhood  Health  & Education  Trust  Fund  requires  changes  to  the  SAGE  50 
accounting  system  and  cashiering  records.  The  legislation  also  creates  the  requirement  for 
a new  form. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office.  They  assume  DESE  will  cover  any  expenses  of  the  one  House  member  serving  on 
the  Coordinating  Board  for  Early  Childhood. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends  Section 
210.102,  RSMo,  and  adds  Sections  149.017  and  149.161,  RSMo. 

Section  210.102,  RSMo,  moves  the  Coordinating  Board  for  Early  Childhood  from  the 
Children’s  Services  Commission  to  DESE,  effective  January  1,  2017,  changes  the  board 
membership  and  provides  further  guidance  on  funding  and  operations  for  the  Board. 

Section  149.017,  RSMo,  increases  the  cigarette  tax  by  10  mills  per  cigarette  on  1/1/2017, 
another  7 Vi  mills  on  1/1/2019  and  another  7 IC  mills  1/1/2021.  Section  149.161,  RSMo, 
levies  an  additional  5%  tax  on  other  tobacco  products  beginning  1/1/2017.  These  monies 
will  go  to  the  Early  Childhood  Health  and  Education  Trust  (ECHET)  Fund  established  in 
Section  210.102,  RSMo.  DOR  and  DHSS  must  annually  determine  whether  the  new 
taxes  have  caused  a reduction  in  consumption  and  therefore  a reduction  in  the  amount  of 
money  collected  for  the  Fair  Share  Fund,  the  Health  Initiatives  Fund  or  the  State  School 
Moneys  Fund  and  for  local  tobacco  taxes.  If  a reduction  in  consumption  is  found,  then  up 
to  3%  of  the  new  revenue  collected  is  to  be  distributed  to  the  various  funds  and  political 
subdivisions  from  the  ECHET  Fund  to  hold  them  harmless. 

FISCAL  IMPACT: 

Cigarette  Tax  (Section  149.017) 

In  fiscal  year  (FY)  15,  there  was  $81.7  million  in  cigarette  excise  taxes  collected.  OA 
assumes  that  the  average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9 
million  packs  sold  in  Missouri.  OA  further  assumes  that  cigarette  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates: 

• The  first  tax  increase  of  10  mills  per  cigarette  in  January  2017  will  increase  the 
“Early  Childhood  Health  and  Education  Trust  Fund”  by  $45.0  million  in  FY17  and 
$90.1  million  in  FY18. 

• The  second  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2019 
will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $121.94 
million  in  FY19  and  $153.8  million  in  FY20. 

• The  third  tax  increase  of  an  additional  7.5  mills  per  cigarette  in  January  of  2021  will 
increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by  $184.1  million 
in  FY21  and  $214.4  million  in  FY22  and  thereafter. 


There  is  no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due 
to  smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales 
of  e-cigarettes.  However,  OA  estimates: 

• The  first  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.3  million  in  FY17  and 
$0.7  million  in  FY18,  the  Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.7 
million  in  FY18,  and  the  State  School  Moneys  Fund  by  $0.7  million  in  FY17  and 
$1.5  million  in  FY18. 

• The  second  tax  increase  will  decrease  the  Fair  Share  Fund  by  $0.9  million  in  FY19 
and  $1.1  million  in  FY20,  the  Health  Initiatives  Fund  by  $0.9  million  in  FY19  and 
$1.1  million  in  FY20,  and  the  State  School  Moneys  Fund  by  $2.0  million  in  FY19 
and  $2.5  million  in  FY20. 

• The  third  tax  increase  will  decrease  the  Fair  Share  Fund  by  $1.3  million  in  FY21  and 
$1.6  million  in  FY22  and  thereafter,  the  Health  Initiatives  Fund  by  $1.3  million  in 
FY21  and  $1.6  million  in  FY22  and  thereafter,  and  the  State  School  Moneys  Fund  by 
$3.0  million  in  FY21  and  $3.5  million  in  FY22  and  thereafter. 

Further,  since  cigarette  sales  will  decrease  slightly,  General  Revenue  will  be  reduced  by 
$5.1  million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.7  million,  and  local 
sales  tax  will  be  reduced  by  $7.2  million  once  fully  implemented  in  FY22,  from  the  loss 
of  sales  tax. 

Other  Tobacco  Products  (Section  149.161) 

In  FY15,  there  was  $17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA 
assumes  that  the  average  unit  retails  for  $4.09,  translating  to  roughly  $176.9  million  in 
wholesales  in  Missouri.  OA  further  assumes  that  other  tobacco  product  sales  have  a (0.8) 
elasticity.  Therefore,  OA  estimates  this  proposal  will  increase  the  “Early  Childhood 
Health  and  Education  Trust  Fund”  by  $4.0  million  in  FY17  and  $7.9  million  once  fully 
implemented  in  FY18. 

There  is  no  way  to  truly  know  what  impact  this  tax  increase  will  have  on  demand  due  to 
cessation  efforts,  other  state,  federal,  and  local  regulations,  and  the  introduction  of 
alternative  products.  However,  OA  estimates  that  this  tax  increase  will  decrease  the 
Health  Initiatives  Fund  by  $0.3  million  in  FY17  and  $0.6  million  once  fully  implemented 
in  FY18. 

Further,  since  other  tobacco  product  sales  will  decrease  slightly,  General  Revenue  will  be 
reduced  by  $190,000,  the  School  District  Trust  Fund  will  be  reduced  by  $62,000,  and 
local  sales  tax  will  be  reduced  by  $260,000  once  fully  implemented  in  FY18,  from  the 
loss  of  sales  tax. 

Total  Impact 

This  proposal  will  increase  the  “Early  Childhood  Health  and  Education  Trust  Fund”  by 
$222.3  million  once  fully  implemented  in  FY22.  This  proposal  will  also  decrease  the  Fair 
Share  Fund  by  $1.6  million,  the  Health  Initiatives  Fund  by  $2.2  million,  and  the  State 
School  Moneys  Fund  by  $3.5  million  once  fully  implemented  in  FY22. 


In  addition,  due  to  lost  sales  tax  revenue,  General  Revenue  will  be  reduced  by  $5.3 
million,  the  School  District  Trust  Fund  will  be  reduced  by  $1.8  million,  and  local  sales 
tax  will  be  reduced  by  $7.5  million  once  fully  implemented  in  FY22. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  would  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 


Officials  from  Jasper  County  indicated  no  appreciable  effect  on  county  government. 


Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 


Edward  Greim  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


Graves  Garrett  llc 


Edward  D.  Greim 
Graves  Garrett,  LLC 
1 100  Main  Street,  Suite  2700 
Kansas  City,  Missouri  64105 
Direct  Dial:  (816)  256-4144 
edgreim@  gravesgarrett.com 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 

Re:  Fiscal  Note  in  Initiative  Petitions  81,  82,  85  & 86 

To  Whom  It  May  Concern: 

Based  on  the  information  contained  in  this  letter  and  the  attached  letter  from  Tom  Kruckemeyer, 
we  propose  the  following  fiscal  note  summary: 

Estimated  additional  revenue  to  state  government  is  $98  million  to  $214  million 
annually  with  limited  estimated  implementation  costs  or  savings.  The  revenue 
will  fund  only  programs  and  services  allowed  by  the  proposal.  The  proposal  is 
estimated  to  result  in  no  net  costs  or  savings  to  local  governmental  entities. 

Introduction 

The  initiative  allows  460,000  children  to  receive  the  early  health  screenings  they  need  to  grow 
and  thrive  and  the  early  childhood  development  experiences  that  will  prepare  them  for  long-term 
educational  success.  These  programs  have  important  trickle-down  effects  that  result  in  increased 
revenue  and  decreased  costs  at  the  state  and  local  level.  The  initiative  is  accomplished  by 
funding  grants  across  the  state  to  improve  early  childhood  health  and  education.  Lunding  for 
grants  is  provided  by  a tobacco  tax,  conservatively  resulting  in  $214  million  in  direct  state 
revenue,  while  yielding  important  public  health  benefits. 

Early  Childhood  Delivers  Big  Benefits 

Missouri  enrolls  fewer  children  in  its  state  preschool  program  than  any  neighboring  state,  and 
funding  for  programs  like  Parents  as  Teachers  has  been  slashed  in  half.  All  Missourians  benefit 
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from  investments  in  early  childhood  education:  children  start  school  ready  to  succeed;  parents 
are  able  to  keep  good  jobs  and  earn  higher  incomes;  and  taxpayers  save  money  because  early 
childhood  education  lowers  drop-out  rates,  reduces  crime  and  cuts  the  cost  of  social  services. 
Despite  clear  evidence  showing  investing  in  early  learning  is  one  of  the  smartest  investments  we 
can  make,  year  after  year  we  battle  with  the  Missouri  General  Assembly  to  fund  quality  early 
childhood  education.  Missouri  is  the  38th  worst  state  for  public  pre-K  funding.  In  2012,  the 
General  Assembly  cut  $13.2  million  from  early  childhood  programs,  and  Parents  as  Teachers 
remains  $19  million  behind  its  2009  funding. 

Traditional  thought  has  long  emphasized  the  relationship  between  early  childhood  education  and 
academic  success,  but  researchers  now  are  finding  that  preschool  does  not  have  a substantial 
effect  on  increasing  IQs  but  rather  develops  a child’s  “soft  skills”  and  can  have  a profound  effect 
on  adult  earning  potential  especially  for  disadvantaged  kids. 

Evidence  shows  that  non-cognitive  skills  matter.  Through  activities  like  finger  painting,  playing 
with  blocks,  and  interacting  with  other  students,  children  learn  how  to  control  impulses,  keep 
anger  in  check,  stay  on  task,  listen  and  follow  curiosity.  These  soft  skills  are  basic,  but  important 
tools  needed  to  leam,  find  and  keep  a job  and  just  manage  everyday  life.  Most  children  gain 
these  skills  at  home  from  their  parents,  but  disadvantaged  kids  often  miss  the  window  of 
opportunity,  which  are  the  critical  years  before  Kindergarten. 

A literature  of  empirical  evidence  shows  strong  outcome  effects  for  kids  who  attend  pre-school. 
Using  cost-benefit  analyses,  researchers  have  found  a link  between  preschool  attendance  and 
reduced  crime,  fewer  teen  pregnancies,  higher  rates  of  college  attendance  and  less  need  for 
public  assistance.  Cost-benefit  studies  show  that  pre-school  provides  the  best  value  and 
produces  more  net  benefits  to  society  than  increased  classroom  time  or  job  training  programs. 

Evidence  from  the  Perry  Preschool  Program 

The  most  widely  cited  early  childhood  intervention  occurred  in  Ypsilanti,  Michigan  during  the 
60s.  Children  with  low  IQ  scores  and  a low  socioeconomic  index  were  invited  to  participate  in 
the  Perry  Preschool  Program.  Using  a coin  toss,  researchers  divided  students  into  two  groups,  a 
treatment  group  and  a control  group.  Starting  at  age  three  the  “treatment”  kids  got  2.5  hours  of 
preschool  a day  and  weekly  home  visits  for  two  years.  The  “control”  kids  did  not  participate  in 
either  of  the  services.  Researchers  interviewed  both  groups  at  ages  15,  19,  27  and  40  and  asked 
them  questions  about  life  events  like  school,  work,  marriage,  parenting  and  incarceration.  The 
following  chart  shows  the  major  findings  of  the  study. 
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Major  Findings:  High/Scope  Perry 
Preschool  Study  at  40 

* Program  Group  a No-program  group 

Arrested  5-t  times  by  40 
Earned  $20K  at  40 
Graduated  high  school 
Basic  achievement  at  14 
Homework  at  IS 
IQ  90*  at  S 

0%  10%  20%  30%  40%  S0%  60%  70%  80%  90% 

Source:  Lifetime  Effects:  The  HighScope  Perry  Preschool  Study  Through  Age  40  (2005) 

The  pre-school  girls  went  farther  in  school,  earned  higher  GPAs,  and  received  less  special 
education  than  girls  from  the  control  group.  Boys  benefitted  as  well,  but  the  boys  who  did  not 
receive  the  preschool  intervention  were  2.3  times  more  likely  to  get  arrested.  The  cost-savings 
alone  from  just  the  crime  reduction  demonstrated  success. 

With  increased  scrutiny  over  government  spending,  cost-benefit  analysis  gives  policy  analysts  a 
tool  to  separate  productive  programs  from  ones  that  yield  no  social  gains.  A recent  cost-benefit 
study  that  used  a wider  variety  of  assumptions  and  applied  more  rigorous  accounting  rules, 
estimated  a return  rate  of  about  7-10%.  By  monetizing  social  crime,  the  researchers  were  able  to 
estimate  that  for  every  dollar  invested  in  preschool,  society  earned  back  $30  to  $300  dollars  over 
the  course  of  a lifetime  (Heckman,  Moon,  Pinto,  Savelyev,  & Yavitz,  2010). 

Abecedarian  and  Chicago  Studies 

Other  studies  confirmed  the  results  of  the  Perry  Preschool  Project.  The  Carolina  Abecedarian 
project  in  the  70s  randomly  assigned  infants  into  intervention  and  control  groups.  The 
intervention  group  received  full-day  childcare  from  birth  through  Kindergarten.  Intervention 
kids  scored  higher  in  reading  and  math,  completed  more  education,  were  older  when  their  first 
child  was  born  and  the  mothers  of  intervention  kids  progressed  farther  in  school  and  made  more 
money  than  the  control  mothers.  Intervention  kids  even  smoked  less. 

A full-day  five-year  Pre-K  program,  while  effective,  would  likely  be  cost-prohibitive  for  any 
state  budget;  however,  the  findings  proved  that  early  intervention  does  make  a difference.  And 
evidence  suggests  that  a less  expensive  program  could  produce  similar  outcomes  (Barnett  & 
Masse,  2007). 
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Just  as  Abecedarian  kids  earned  higher  wages  than  the  control  group,  researchers  found  similar 
results  from  participants  of  the  Chicago  Child-Parent  Program.  The  Chicago  program  targeted 
disadvantaged  kids  and  provided  a Headstart  type  intervention  from  ages  three  to  nine.  A cost- 
benefit  analysis  indicated  for  every  dollar  invested,  the  program  produced  seven  in  return.  The 
largest  impact  was  earning  capacity,  but  Chicago  kids  were  also  less  likely  to  need  special 
education  and  less  likely  to  commit  crimes  (Temple  & Reynolds,  2007). 


Much  like  with  the  Perry  Program,  the  Chicago  program  demonstrated  the  relationship  between 
early  education,  higher  wages  and  crime  reduction.  Again  it  was  the  non-cognitive  soft-skill 
development  that  made  the  difference.  Second  chance  efforts  like  GED  and  job  training  provide 
fewer  benefits  and  struggle  to  lift  people  out  of  poverty  (Heckman  & Masterov,  2007). 


Rates  of  return  to  human  capital  investment 


Age 

Source:  Heckman,  The  Review  of  Agricultural  Economics  (2007) 


What  the  Perry,  Abecedarian  and  Chicago  programs  show  is  that  pre-school  helps  kids  develop 
soft-skills  that  make  it  easier  to  gain  cognitive  skills  later  and  can  lead  to  better  jobs  and  a better 
quality  of  life.  This  in  turn  lessens  the  burden  on  government  resources  for  remedial  education, 
criminal  justice  and  job-training  programs. 


Investing  in  human  capital  through  access  to  finger-paints  and  story  time  may  appear  far- 
reaching,  but  multiple  studies  now  point  to  early  intervention  as  the  cheapest,  most  effective  way 
to  prepare  kids  for  the  workforce  and  reduce  crime.  As  labor  force  growth  wanes  and  the 
demand  for  skilled  workers  increases,  these  studies  suggest  that  a pipeline  that  begins  at  pre- 
school has  great  potential  to  produce  big  benefits  to  society  in  the  long  run. 
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Present  value  of  Abecedarian  benefits  and  costs  per  child,  (2002) 


Table  1 

Present  value  of  Abecedarian  benefits  and  costs  per  child  (2002 
dollars) 


Discount 

rate  (%) 

3 

5 

7 

Program  cost  (net) 

$35,864 

$34,599 

$33,421 

Program  benefits 

Part,  earnings 

37,531 

1 6,460 

6376 

Earnings  of  future  generations 

5722 

1586 

479 

Maternal  earnings 

68,728 

48,496 

35,560 

IC-12  education 

8836 

7375 

6205 

Smoking/health 

17,781 

4166 

1008 

Higher  education  costs 

—8128 

— 5621 

-3920 

AFDC 

196 

129 

85 

Total  benefits 

$130,666 

$72,591 

$45,793 

Net  present  value 

$94,802 

$37,992 

$12,372 

Reducing  the  Harmful  Effects  of  Tobacco 

Tobacco  tax  increases  offer  a win-win-win  solution  for  states  as  they  work  to  balance  budgets 
while  preserving  essential  public  services.  Tobacco  tax  increases  are  one  of  the  most  effective 
ways  to  reduce  smoking  and  other  tobacco  use,  especially  among  kids.  Every  state  that  has 
significantly  increased  its  cigarette  tax  has  enjoyed  substantial  increases  in  revenue,  even  while 
reducing  smoking.  Higher  tobacco  taxes  also  save  money  by  reducing  tobacco-related  health 
care  costs,  including  Medicaid  expenses.  States  can  realize  even  greater  health  benefits  and  cost 
savings  by  allocating  some  of  the  revenue  to  programs  that  prevent  children  from  smoking  and 
help  smokers  quit. 

National  and  state  polls  consistently  have  found  overwhelming  public  support  for  tobacco  tax 
increases.  Polls  also  show  that,  when  it  comes  to  balancing  budgets,  voters  prefer  raising  tobacco 
taxes  to  other  tax  increases  or  cutting  crucial  programs  such  as  education  and  public  safety. 

Tobacco  use  causes  approximately  $3.03  billion  in  annual  health  care  expenditures  in  Missouri. 
Smoking  specifically  causes  over  $500  million  in  annual  costs  for  the  Missouri  Medicaid 
program.  The  initiative  petition  would  increase  the  tax  on  cigarettes  by  $0.50  per  pack  and  would 
increase  the  tax  on  other  tobacco  products  by  5%.  By  conservative  estimates,  those  tax  increases 
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would  raise  approximately  $214  million  in  new  state  revenue  to  improve  early  childhood  health 
and  education  programs.  New  state  annual  revenue  is  the  amount  of  additional  new  revenue  over 
the  first  full  year  after  the  effective  date  of  all  phases  of  the  additional  tax.  The  state  will  collect 
less  new  revenue  to  the  extent  that  the  rate  increase  does  not  apply  to  all  cigarettes  and  other 
tobacco  products  held  in  wholesaler  and  retailer  inventories  on  the  effective  date.  This  fiscal 
projection  was  derived  using  a price  elasticity  of  demand  for  cigarettes  of  -0.8,  even  though  the 
weight  of  credible  academic  literature  suggests  a conservative  estimate  for  the  price  elasticity  of 
demand  for  cigarettes  is  -0.4. 

Tax  increases  of  less  than  roughly  25  cents  per  pack  or  10%  of  the  average  state  pack  price  do 
not  produce  significant  public  health  benefits  or  cost  savings  because  the  cigarette  companies 
can  easily  offset  the  beneficial  impact  of  such  small  increases  with  temporary  price  cuts, 
coupons,  and  other  promotional  discounting.  Splitting  a tax  rate  increase  into  separate,  smaller 
increases  in  successive  years  will  similarly  diminish  or  eliminate  the  public  health  benefits  and 
related  cost  savings  (as  well  as  reduce  the  amount  of  new  revenues). 

In  addition  to  raising  new  revenue,  the  tax  increase  would  have  an  immediate  public  health 
benefit.  Each  10%  cigarette  price  increase  reduces  youth  smoking  by  6.5%.  Each  10%  cigarette 
price  increase  reduces  adult  smoking  by  2%.  The  total  expected  reduction  in  smoking 
consumption  as  a result  of  a 10%  price  increase  is  4%.  It  is  conservatively  estimated  that  the 
initiative  petition  would  decrease  youth  smoking  by  6%  in  Missouri. 

There  would  also  be  a fiscal  benefit  to  the  citizens  of  the  state  from  the  improved  public  health. 
As  of  2014,  the  CDC  estimated  11,000  annual  average  smoking-attributable  deaths  in  Missouri. 
127,500  Missouri  Youth  aged  0-17  are  projected  to  die  from  smoking.  Approximately  22.1%  of 
Missouri  adults  smoke.  Approximately  14.9%  of  Missouri  high  school  students  smoke.  The 
average  Missouri  resident’s  state  and  federal  tax  burden  from  smoking-caused  government 
expenditures  is  $588  per  household.  Approximately  one  of  every  six  pregnant  women  smokes,  a 
rate  significantly  higher  than  the  national  average.  Smoking  during  pregnancy  increases  the  risk 
for  preterm  delivery,  stillbirth,  low  birth  weight  and  Sudden  Infant  Death  Syndrome. 

In  recent  years,  almost  every  state  and  the  federal  government  have  increased  tobacco  taxes. 
Missouri  is  a notable  exception.  The  average  state  cigarette  tax  is  currently  $1.60  per  pack,  but 
rates  vary  widely  from  17  cents  in  Missouri  to  $4.35  in  New  York.  On  April  1,  2009,  the  federal 
cigarette  tax  increased  by  62  cents,  to  $1.01  per  pack. 

As  of  July  1,  2015,  Missouri’s  cigarette  tax  was  less  than  one-third  of  any  of  its  border  states:  IL 
- $ 1.98;  IA  - $1.36;  KS  - $1.29;  AR  - $1.15;  OK  - $1.03;  NE  - $0.64;  TN  - $0.62;  KY  - $0.60. 
Moreover,  Missouri’s  17-cent  per  pack  tax  on  cigarettes  is  the  lowest  in  the  country.  The  real 
value  of  the  cigarette  tax  is  decreasing.  As  a percentage  of  the  overall  Missouri  State  Budget, 
Missouri’s  tobacco  taxes  have  decreased  from  1.036%  in  2000  to  0.464%  in  2015.  See  MO 
Executive  Budget  Books  & MO  Office  of  Administration. 
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Every  day  3,000  kids  try  their  first  cigarette  and  another  700  kids  become  regular  smokers.  There 
are  more  than  250  thousand  new  underage  smokers  each  year.  One  third  will  eventually  die  from 
their  addiction.  Smoking  has  declined  in  every  state  where  the  tobacco  tax  has  been  increased. 

Ongoing  reductions  in  state  smoking  levels  will,  over  time,  gradually  erode  state  cigarette  tax 
revenues  (in  the  absence  of  any  new  rate  increases).  But  those  declines  are  more  predictable  and 
less  volatile  than  many  other  state  revenue  sources,  such  as  state  income  tax  or  corporate  tax 
revenues  (which  can  drop  sharply  during  recessions).  In  addition,  the  smoking  declines  that 
reduce  tobacco  tax  revenues  will  simultaneously  produce  much  larger  reductions  in  government 
and  private  sector  smoking-caused  costs.  See  the  Campaign  for  Tobacco-Free  Kids  factsheet, 
Tobacco  Tax  Increases  are  a Reliable  Source  of  Substantial  New  State  Revenue, 
http://tobaccofreekids.org/research/factsheets/pdf/0303.pdf. 

For  other  ways  states  can  increase  revenues  (and  promote  public  health)  other  than  just  raising  its 
cigarette  tax,  see  the  Campaign  factsheet,  The  Many  Ways  States  Can  Raise  Revenue  While  Also 
Reducing  Tobacco  Use  and  Its  Many  Harms  & Costs, 
http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 

For  more  on  sources  and  calculations,  see 
http://www.tobaccofreekids.org/research/factsheets/pdf/0281.pdf 

Additional  Information  on  Tobacco  Product  Tax  Increases 

Raising  State  Cigarette  Taxes  Always  Increases  State  Revenues  and  Always  Reduces  Smoking, 
http://tobaccofreekids.org/research/factsheets/pdf/0098.pdf. 

Responses  to  Misleading  and  Inaccurate  Cigarette  Company  Arguments  Against  State  Tobacco 
Tax  Increases,  http://tobaccofreekids.org/research/factsheets/pdf/0227.pdf. 

State  Cigarette  Excise  Tax  Rates  & Rankings, 
http://tobaccofreekids.org/research/factsheets/pdf/0097.pdf. 

Top  Combined  State-Local  Cigarette  Tax  Rates  (State  plus  County  plus  City), 
http://tobaccofreekids.org/research/factsheets/pdf/0267.pdf. 

State  Cigarette  Tax  Increases  Benefit  Lower-Income  Smokers  and  Families, 
http://tobaccofreekids.org/research/factsheets/pdf/0147.pdf. 

The  Best  Way  to  Tax  Smokeless  Tobacco, 
http://tobaccofreekids.org/research/factsheets/pdf/0282.pdf. 

How  to  Make  State  Cigar  Tax  Rates  Fair  and  Effective, 
http://tobaccofreekids.org/research/factsheets/pdf/0335.pdf. 
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State  Benefits  from  Increasing  Smokeless  Tobacco  Tax  Rates , 
http://tobaccofreekids.org/research/factsheets/pdf/0180.pdf. 

The  Case  for  High-Tech  Cigarette  Tax  Stamps, 
http://tobaccofreekids.org/research/factsheets/pdf/0310.pdf. 

State  Options  to  Prevent  and  Reduce  Cigarette  Smuggling  and  to  Block  Other  Illegal  State 
Tobacco  Tax  Evasion,  http://tobaccofreekids.org/research/factsheets/pdf/0274.pdf. 

The  Many  Ways  States  Can  Raise  Revenue  While  Also  Reducing  Tobacco  Use  and  Its  Many 
Harms  & Costs,  http://tobaccofreekids.org/research/factsheets/pdf/0357.pdf. 
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Edward  D.  Greim 
Partner,  Graves  Garrett,  LLC 
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Tom  Kruckemeyer 
Missouri  Budget  Project 
3534  Washington  Ave 
St.  Louis,  Missouri  63103 


August  28,  2015 


Missouri  State  Auditor’s  Office 
301  West  High  Street 
Office  880 
P.O.  Box  869 

Jefferson  City,  Missouri  65102 
To  Whom  It  May  Concern: 

I currently  work  as  the  Director  of  Fiscal  Policy  and  Chief  Economist  at  the  Missouri 
Budget  Project,  a nonprofit,  objective,  public  policy  analysis  organization  that  provides 
independent  research  on  complex  state  policy  issues  and  how  they  impact  the  state  budget.  I hold 
a B.A.  in  Economics  and  History  and  an  M.A.  in  Economics  from  the  University  of  Missouri-St. 
Louis.  I also  hold  an  M.A.  Political  Science  from  the  University  of  Missouri-Columbia.  I worked 
in  the  Missouri  Division  of  Budget  from  1978  to  2004,  where  I served  as  the  chief  economist.  In 
the  course  of  both  my  positions  at  the  Missouri  Division  of  Budget  as  well  as  my  current 
position,  I have  routinely  projected  the  fiscal  impact  of  tax  changes. 

In  my  experience,  it  is  a conservative,  generally  accepted  practice  to  project  the  revenue 
generated  from  a proposed  cigarette  tax  by  estimating  an  average  price  per  cigarette  (or  price  per 
pack),  estimating  a uniform  price  elasticity  of  demand,  and  to  assume  that  the  tax  will  result  in  a 
penny-for-penny  increase  in  the  cost  of  cigarettes. 

Upon  information  and  belief,  the  Office  of  Administration  usually  estimates  the  price 
elasticity  of  demand  for  cigarettes  as  -0.8.  This  estimate  means  that  a 10%  increase  in  the  cost  of 
cigarettes  results  in  an  8%  reduction  in  the  quantity  of  cigarettes  sold.  A price  elasticity  of 
demand  of  -0.8  is  a conservative  but  reasonable  estimate  for  the  price  elasticity  of  demand  of  a 
product  such  as  cigarettes.  Notably,  even  with  a 50  cent  increase  in  Missouri’s  cigarette  tax, 
Missouri’s  cigarette  tax  will  remain  lower  than  many  of  its  contiguous  states,  in  particular  the 
states  that  border  major  metropolitan  areas,  Illinois  and  Kansas. 

Additionally,  the  Office  of  Administration’s  method  for  estimating  cigarette  tax  revenue 
is  conservative  because  it  assumes  a penny-for-penny  price  increase  in  the  cost  of  cigarettes  as  a 
result  of  the  tax.  In  practice,  whether  the  entire  tax  increase  will  result  in  a 50  cent  increase  in 
the  prices  of  cigarettes  is  unknown  because  the  market  for  cigarettes  is  competitive.  Moreover, 
regardless  of  whether  the  Office  of  Administration  estimates  that  the  demand  for  cigarettes  will 
remain  flat  or  decrease  due  to  societal  trends,  the  overall  fiscal  impact  is  largely  the  same.  An 
estimate  of  the  decrease  in  future  tax  collections  due  to  decreased  smoking  from  societal  trends 
is  not  essential  to  the  findings  in  the  fiscal  note  that  this  particular  tax  will  result  in  a net  increase 
to  state  revenue  with  no  net  cost  to  local  governments. 


If  the  Office  of  Administration  decides  to  use  the  same  assumptions  in  projecting  the 
revenue  for  other  tobacco  products  (“OTP”)  as  it  does  for  cigarettes,  it  is  my  opinion  that  the 
resulting  collection  estimate  would  be  conservative  but  appropriate.  Recent  trends  suggest  that 
the  revenue  generated  from  the  tax  on  other  tobacco  products  is  increasing. 

Based  on  generally  accepted  methods  for  estimating  the  fiscal  impact  of  a proposed  tax,  I 
estimate  that  the  phased-in  50  cent  cigarette  tax  increase  will  result  in  approximately  90  million 
dollars  of  revenue  in  calendar  years  2017  and  2018.  I estimate  that  the  cigarette  tax  will  result  in 
approximately  150  million  dollars  of  revenue  in  calendar  years  2019  and  2020.  I estimate  that 
the  cigarette  tax  will  result  in  approximately  206  million  dollars  of  revenue  in  calendar  year 
2021.  In  comparison,  I estimate  that  an  immediate  50  cent  cigarette  tax  increase  will  result  in 
approximately  214  million  dollars  of  revenue  in  calendar  year  2017.  These  estimates  assume  a 
1%  yearly  reduction  in  the  state’s  smoking  level.  I estimate  the  5%  increase  in  the  tax  on  non- 
cigarette tobacco  products  will  result  in  approximately  8 million  dollars  of  revenue  annually. 
There  may  be  a small  decrease  in  revenue  collection  for  each  phase  of  the  additional  tax  due  to 
lags  associated  with  the  implementation  and  collection  of  taxes. 

These  taxes  are  expected  to  result  in  limited  implementation  costs  to  the  state.  The  costs 
associated  with  administering  the  Early  Childhood  Education  and  Health  Trust  Fund  will 
primarily  be  borne  by  the  Trust  Fund.  Nonetheless  it  is  proper  and  reasonable  to  consider 
additional  costs  of  administering  the  cigarette  tax  increase,  which  may  include  fixed  costs  like 
salaries  as  well  as  additional  marginal  costs,  such  as  costs  associated  with  stamping  cigarettes. 
All  state  government  costs  are  estimated  to  be  offset  by  additional  revenue  increases. 

Local  governments  will  receive  revenue  from  the  tax  to  offset  any  potential  decrease  in 
local  tax  revenue.  Based  on  a price  elasticity  of  demand  of  -0.8,  local  revenue  may  decrease,  but 
any  such  decrease  will  be  by  an  amount  less  than  $500,000.  By  any  reasonable  estimate,  3%  of 
the  Early  Childhood  Education  and  Health  Trust  Fund  will  exceed  the  decrease  in  revenue 
associated  with  local  tobacco  taxes.  Accordingly,  any  such  decrease  will  be  offset  as  a result 
local  revenue  from  the  transfer  of  funds  to  localities  with  local  tobacco  taxes.  Additionally,  while 
direct  local  revenue  is  zero,  there  are  positive  indirect  effects  the  may  result  in  additional  revenue 
to  local  governments. 


Sincerely, 

/s/ 

Tom  Kruckemeyer 
Director  of  Fiscal  Policy  & Chief 
Economist,  Missouri  Budget  Project 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

When  cigarette  and  tobacco  tax  increases  are  fully  implemented,  estimated  additional 
revenue  to  state  government  is  $200  million  to  $214  million  annually,  with  limited 
estimated  implementation  costs.  The  revenue  will  fund  only  programs  and  services 
allowed  by  the  proposal.  The  fiscal  impact  to  local  governmental  entities  is  unknown. 


16-020 


James  C.  Kirkpatrick 
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Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


August  1 7,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  statutory  amendment  to 

Chapter  149,  version  2 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Chuck  Hatfield  on  August  17,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


RECS 

AUG  1 7 

STATE  AUDi  i'QB-  - 


CD 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8'1’ day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name 

of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[OFFICIAL  BALLOT  TITLE] 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF 


15 , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Disk 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GlSjLTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY.  (>  . cn 

'-'-'A'X  35»  "Vj 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer  ’ 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Street  address  of  Affiant 


City,  State  and  Zip  Code  of  Affiant 


cp 

SZL 

ro 


Subscribed  and  sworn  to  before  me  this 


day  of 


A.D. 


__ Notary  Public  (Seal) 

Signature  of  Notary 


Address  of  Notary 


My  commission  expires: 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

A new  section  to  be  known  as  section  149.017  is  enacted  to  read  as  follows: 

149.017.  1.  In  addition  to  the  tax  levied  in  subsection  1 of  section  149.015.  RSMo.  an  additional  tax  shall 
be  levied  upon  the  sale  of  cigarettes  at  an  amount  equal  to  six  and  one-half  mills  per  cigarette  on  January  1, 
2017.  two  and  one-half  mills  per  cigarette  on  January  1,  2019,  and  two  and  one-half  mills  per  cigarette  on 
January  1.  2021. 

2.  In  addition  to  the  tax  levied  in  subsection  1 of  section  149.160.  RSMo,  an  additional  tax  of  five  percent 
of  the  manufacturer's  invoice  price  before  discounts  and  deals  shall  be  levied  on  January  1,  2017  upon  the 
first  sale  of  tobacco  products,  other  than  cigarettes,  within  the  state,  and  shall  be  paid  by  the  person  making 
the  first  sale  within  the  state.  Licensed  persons  making  first  sales  within  the  state  shall  be  allowed  approved 
credit  for  returned  merchandise  provided  the  tax  was  paid  on  the  returned  merchandise  and  the  purchaser 
was  given  a refund  or  credit.  Such  licensed  person  shall  take  such  approved  credit  on  the  return  for  the 
month  in  which  the  purchaser  was  given  the  refund  or  credit. 

3.  The  revenue  generated  in  subsections  1 and  2 of  this  section,  less  any  reduction  allowed  in  section 
149.021,  RSMo.  shall  be  deposited  in  the  “Transportation  Infrastructure  Fund”,  which  is  hereby  created  in 
the  state  treasury,  and  used  exclusively  to  fund  transportation  infrastructure.  Notwithstanding  the 
provisions  of  section  33.080,  RSMo,  to  the  contrary,  moneys  deposited  in  this  fund,  including  any  interest 
thereon,  shall  not  revert  to  the  credit  of  the  general  revenue  fund  at  the  end  of  the  biennium.  The  state 
treasurer  shall  invest  moneys  in  the  fund  in  the  same  manner  as  other  funds  are  invested.  Any  interest  and 
moneys  earned  on  such  investments  shall  be  credited  to  the  fund. 

4.  The  additional  six  and  one-half  mills  per  cigarette  tax  levied  in  subsection  1 of  this  section  and  effective 
on  January  1,  2017  shall  not  apply  to  inventories  of  cigarettes  in  the  possession  of  the  retailer  and 
wholesaler  on  December  31.  2016.  The  additional  two  and  one-half  mills  per  cigarette  tax  levied  in 
subsection  1 of  this  section  and  effective  on  January  1,  2019  shall  not  apply  to  inventories  of  cigarettes  in 
the  possession  of  the  retailer  and  wholesaler  on  December  31,  2018.  The  additional  two  and  one-half  mills 
per  cigarette  tax  levied  in  subsection  1 of  this  section  and  effective  on  January  1,  2021  shall  not  apply  to 
inventories  of  cigarettes  in  the  possession  of  the  retailer  and  wholesaler  on  December  31.  2020. 

5.  The  additional  five  percent  tax  levied  in  subsection  2 of  this  section  shall  not  apply  to  inventories  of 
tobacco  products,  other  than  cigarettes,  in  the  possession  of  the  retailer  and  wholesaler  on  December  31, 
2016. 


6.  The  additional  taxes  levied  in  subsections  1 and  2 of  this  section  shall  immediately,  automatically  and 
pennanentlv  be  repealed  and  reduced  to  zero  under  any  of  the  following  events: 

(IV  In  the  event  any  tax  or  fee  increase  on  some  or  all  cigarettes  or  other  tobacco  products  is 
officially  certified  to  be  placed  on  any  local  or  statewide  ballot  by  the  Secretary  of  State  or  any  other 
election  official  at  any  time:  or 

(2).  In  the  event  any  provision  of  subsections  1 through  9 of  this  section  is  ruled  null  and  void, 
invalid,  unlawful,  severable  or  unconstitutional  for  any  reason  by  any  state  or  federal  court  of  law. 

7.  The  provisions  of  subsection  6 of  this  section  are  specifically  meant  to  include,  but  are  not  limited  to, 
any  tax  increase  on  cigarettes  or  other  tobacco  products  placed  on  any  local  or  statewide  ballot  in  Missouri 
at  any  time  pursuant  to  chapters  1 15  and  1 16,  RSMo.  and  Article  III,  sections  49  through  53,  and  Article 
XII  of  the  Missouri  Constitution  or  any  local  laws  allowing  submission  of  questions  to  the  voters. 

8.  In  the  event  any  provision  of  subsections  6 and  7 of  this  section  are  triggered,  the  department  ot  revenue 
shall  automatically,  immediately  and  pennanentlv  cease  the  application  and  collection  of  any  of  the  taxes 
levied  in  subsections  1 and  2 of  this  section,  and  the  department  of  revenue  and  the  revisor  of  statutes  shall 
automatically  and  immediately  notify  the  public.  The  department  of  revenue  shall  authorize  the  state 
treasurer  to  make  refunds  for  any  erroneous  payments  or  overpayments. 

9.  Notwithstanding  the  provisions  of  section  1.140,  RSMo,  or  case  law  or  rule  to  the  contrary,  the 
provisions  of  subsections  1 through  9 of  this  section  are  nonseverable.  If  any  provision  of  subsections  1 
through  9 of  this  section  is  held,  in  whole  or  in  part,  to  be  invalid,  unlawful,  or  unconstitutional  for  any 
reason  by  any  state  or  federal  court  of  law,  such  decision  shall  invalidate  and  make  void  all  of 
subsections  1 through  9 of  this  section. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-080) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  amendment  to  Chapter  149 
of  the  Revised  Statutes  of  Missouri.  (Received  August  17,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapter  149  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Charles  Andy  Arnold  provided  infonnation  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Ronald  J.  Leone  provided  information  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of  cigarettes  as 
well  as  an  additional  tax  upon  the  first  sale  of  tobacco  products,  other  than  cigarettes. 
Revenues  generated  shall  be  deposited  in  the  "Transportation  Infrastructure  Fund".  Their 
department  has  no  means  to  calculate  the  potential  of  these  proceeds.  Any  funds  would 
be  additional  monies  to  the  fund. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  (MoDOT)  submitted  the  following: 

Excise  Tax  Increase  for  Cigarettes  and  Other  Tobacco  Products 

Cigarettes:  135%  tax  increase  phased-in  as  follows: 

• 13  cents  per  pack  increase  effective  January  1,  2017 

• 5 cents  per  pack  increase  effective  January  1,  2019 

• 5 cents  per  pack  increase  effective  January  1,  2021 

Tobacco:  50%  tax  increase,  which  increases  the  tax  on  other  tobacco  products  by  5%, 
from  10%  to  15%  effective  January  1,  2017 

MoDOT  estimates  revenues  for  the  first  year  (January  1,  2017  - December  31,  2017)  of 
$65.2  million  based  on  calendar  year  (CY)  2014  cigarette  pack  and  other  tobacco  product 
sales  (data  pulled  from  the  Missouri  Department  of  Revenue  monthly  Tobacco  Product 
Wholesalers  Reports).  One-hundred  percent  of  the  revenue  generated  from  these  tax 
increases  would  be  deposited  into  the  Transportation  Infrastructure  Fund,  including 
accrued  interest  from  existing  cash  balances. 

MoDOT  estimates  a conservative  3.6  percent  decline  in  cigarette  pack  sales  and  a 102.0 
percent  increase  in  other  tobacco  product  sales  each  year.  This  assumption  is  based  on  the 
net  change  in  cigarette  pack  sales  and  other  tobacco  product  sales  from  CY  2013  - 2014. 


CY  2014  Cigarette  Packs  Sold 

CY  2014  Other  Tobacco  Product  (OTP)  Sales 

o 

cs 

& 

g New  Revenue  (Based  on  CY  2014  sales): 

CY  2014  Cigarette  Packs  Sold 

^ Annual  Cigarette  Pack  Sales  Growth  Rate  Assumption 
.2  CY  2015  Projected  Cigarette  Packs  to  be  Sold 

"c  3 CY  2016  Projected  Cigarette  Packs  to  be  Sold 

* g CY  2017  Projected  Cigarette  Packs  to  be  Sold 

,o  & CY  2017  Gross  Excise  Tax  Increase  Per  Cigarette  Pack 

a Reduction  for  Purchasing  Cigarette  Pack  Stamps 
| (149.021,  RSMo.) 

CY  2017  Net  Excise  Tax  Increase  Per  Cigarette  Pack 
CY  2017  Projected  Cigarette  Packs  to  be  Sold 
CY  2017  Net  Excise  Tax  Increase  Per  Cigarette  Pack 
CY  2017  Net  Cigarette  Excise  Tax  Revenue  Increase 


496.3 

$175.8 


496.3 

-3.6% 

478.5 
461.2 

444.6 

13.0% 

3.0% 

12.6% 

444.6 

12.6% 

$56.1 


CY  2014  Other  Tobacco  Product  (OTP)  Sales 

Annual  OTP  Sales  Growth  Rate  Assumption  2.0% 

CY  2015  Projected  OTP  Sales 

CY  2016  Projected  OTP  Sales 

CY  2017  Projected  OTP  Sales 

CY  2017  Gross  Excise  Tax  Increase  for  OTP  Sales  5.0% 

Reduction  for  OTP  Tax  Remittance  (149.170,  RSMo.)  2.0% 

CY  2017  Net  Excise  Tax  Increase  for  OTP  Sales  4.9% 

CY  2017  Projected  OTP  Sales 

CY  2017  Net  Excise  Tax  Increase  for  OTP  Sales 

CY  2017  Net  OTP  Excise  Tax  Revenue  Increase 

CY  2017  Net  Cigarette  Excise  Tax  Revenue  Increase 

CY  2017  Net  OTP  Excise  Tax  Revenue  Increase 

Estimated  Revenue  Deposited  in  Transportation  Infrastructure 

Fund  in  First  Year  (1/1/17  - 12/31/17) 


$175.8 

$179.3 

$182.9 

$186.5 


$186.5 

4.9% 

$9.1 

$56.1 

$9.1 

$65.2 


Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  enacts  Section 
149.017,  RSMo,  which  increases  the  cigarette  tax  by  6 % mills  per  cigarette  on  1/1/2017, 
another  2 14  mills  on  1/1/19,  and  another  2 !4  mills  1/1/2021.  In  addition,  taxes  on  other 
tobacco  products  are  increased  by  5%.  The  increased  revenue  will  be  deposited  in  the 
Transportation  Infrastructure  Fund. 

Section  149.017.6,  RSMo,  also  stipulates  that,  if  any  tax  or  fee  increase  on  some  or  all 
cigarettes  or  other  tobacco  products  is  certified  to  be  placed  on  any  local  or  statewide 


ballot  or  if  any  section  of  this  proposal  is  ruled  null  and  void,  then  the  additional  taxes 
levied  under  this  proposal  shall  immediately  be  repealed  and  reduced  to  zero. 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected  and 
$17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri  and  that  the  average  other  tobacco  product  unit  retails  for  $4.09, 
translating  to  roughly  $176.9  million  in  wholesales  in  Missouri.  OA  further  assumes  that 
cigarette  sales  and  other  tobacco  product  sales  have  a (0.8)  elasticity.  However,  there  is 
no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due  to 
smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales  of 
e-cigarettes  and  other  substitute  products. 

Table  1 (below)  shows  OA  estimates  for  the  change  in  revenue  due  to  the  increased 
cigarette  and  other  tobacco  products  tax  increases.  This  includes  revenue  lost  from 
reduced  demand.  Table  2 (below)  shows  the  net  impact  for  selected  funds. 

Table  1 : Revenue  changes  due  to  cigarette  and  other  tobacco  tax  increases, 


by  fiscal  year 


2017 

2018 

2019 

2020 

2021 

2022 

Revenue  gain  to  the  Transportation 
Infrastructure  Fund 

From  increased  cigarette  tax 

$29.6 

$59.3 

$70.3 

$81.4 

$92.2 

$103.1 

From  increased  other  tobacco  products  tax 

$4.0 

$7.9 

$7.9 

$7.9 

$7.9 

$7.9 

Revenue  loss  from  lower  demand  on  initial 
cigarette  tax 

Health  Initiatives  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

State  Schools  Money  Fund 

($0.5) 

($1.0) 

($1.2) 

($1.3) 

($1.5) 

($1.7) 

Fair  Share  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

Revenue  loss  from  reduced  sales  tax  on 
cigarettes 

General  Revenue 

($0.7) 

($1.4) 

($1.7) 

($1.9) 

($2.2) 

($2.4) 

School  District  Trust  Fund 

($0.2) 

($0.5) 

($0.6) 

($0.6) 

($0.7) 

($0.8) 

Local  Sales  Tax 

($1.0) 

($2.0) 

($2.3) 

($2.7) 

($3.1) 

($3.4) 

Revenue  loss  from  lower  demand  on  initial 
other  tobacco  products  tax 

Health  Initiatives  Fund 

($0.3) 

($0.6) 

($0.6) 

($0.6) 

($0.6) 

($0.6) 

Revenue  loss  from  reduced  sales  tax  on  other 
tobacco  products 

General  Revenue 

($0.1) 

($0.2) 

($0.2) 

($0.2) 

($0.2) 

($0.2) 

School  District  Trust  Fund 

($0.0) 

($0.1) 

($0.1) 

($0.1) 

($0.1) 

($0.1) 

Local  Sales  Tax 

($0.1) 

($0.3) 

($0.3) 

($0.3) 

($0.3) 

($0.3) 

figures  in  $ million 


Table  2:  Net  impact  to  Selected  Funds,  by  fiscal  year 


Revenue  gain  to  the  Transportation 
Infrastructure  Fund 

2017 

2018 

2019 

2020 

2021 

2022 

Transportation  Infrastructure  Fund 

Revenue  loss  from  lower  demand  on  initial 
taxes 

$33.6 

$67.2 

$78.2 

$89.3 

$100.1 

$111.0 

Health  Initiatives  Fund 

($0.5) 

($1.0) 

($1.1) 

($1.2) 

($1.3) 

($1.4) 

State  Schools  Money  Fund 

($0.5) 

($1.0) 

($1.2) 

($1.3) 

($1.5) 

($1.7) 

Fair  Share  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

Revenue  loss  from  reduced  sales  tax 

General  Revenue 

($0.8) 

($1.6) 

($1.9) 

($2.1) 

($2.4) 

($2.6) 

School  District  Trust  Fund 

($0.2) 

($0.6) 

($0.7) 

($0.7) 

($0.8) 

($0.9) 

Local  Sales  Tax 

($1.1) 

($2.3) 

($2.6) 

($3.0) 

($3.4) 

($3.7) 

figures  in  $ million 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  will  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  the  proposed  petition  does  not  appear  to 
directly  affect  their  city.  Revenue  raised  from  new  tobacco  taxes  would  be  deposited  to 
the  state  Transportation  Infrastructure  Fund  which,  unless  allocated  to  pass-through 
programs,  is  likely  to  be  used  for  state  services. 

On  the  other  hand,  subsection  6 appears  to  nullify  the  state  tax  if  there  are  attempts  to 
levy  additional  local  tobacco  taxes.  That  would  seem  to  chill  local  interest  and  prevent 
new  local  revenue  from  that  source. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Charles  Andy  Arnold  provided  the  following  infonnation  as  a proponent  of  this 
initiative  petition. 


Arnold\Associates 


P.  O.  Box  161 , Wright  City,  Missouri  63390 
Email:  caamold@centurytel  net 
Telephone:  (314)  971-1000 


August  10,  2015 

Ron  Leone,  Executive  Director 
Missouri  Petroleum  Marketers  & 
Convenience  Store  Association 
205  East  Capitol  Avenue,  Suite  200 
Jefferson  City,  MO  65101 


Attached,  please  find  three  (3)  Tables  in  support  of  your  IP  proposal.  I prepared  the 
attached  Tables  per  the  increases  per  the  IP  and  it’s  minimal  effect  on  overall 
tobacco  sales  in  the  state. 

The  calculations  presented  are  based  on  static  factors  that  impact  sales  based  on 
historical  and  market  conditions.  At  some  point  I may  run  a regression  analysis 
including  other  factors,  but  that  is  not  necessary  at  this  time. 

The  revenues  projected  by  Tables  B and  C show  the  following: 

❖ Table  B-  135%  increase  in  cigarette  excise  tax  will  generate  approximately 
$722  million  new  tax  dollars  over  a 10-year  period,  total  cigarette  excise  tax 
revenue  over  the  period  of  approximately  $1.5  billion. 

❖ Table  C-  50%  increase  in  the  OTP  manufacturers  invoice  tax  will  generate 
approximately  $98  million  new  tax  dollars  over  a 10-year  period,  total  OTP 
excise  tax  revenue  over  the  period  of  approximately  $333  million. 

I used  a static  sales  reduction  factor  for  cigarette  sales  of  3.6%  per  year;  and,  a static 
sales  increase  factor  for  OTP  of  2%  per  year. 

You  may  use  this  letter  and  the  attached  Tables  for  your  IP  submission,  or  I can 
provide  this  to  the  SOS  after  you  file. 

Warmest  Regards, 


Re:  Revenue  Projections  for  a 135%  increase  in  Missouri 
Cigarette  Excise  Tax  & a 50%  increase  in  Missouri 
Other  Tobacco  Products  tax 


Dear  Ron: 


Charles  A.  Arnold 

Attachments 
CC:  Craig  Taylor 


Table  A:  Missouri  Cigarette  and  Other  Tobacco  Products  (OTP)  Tax  Revenue  Collections  (Net) 


Calendar  Year 

Cigarette  T ax 
Revenue 

Percentage 
Change  +/- 

OTP  Tax 
Revenue 

Percentage 
Change  +/- 

2004 

$98,815,335 

$10,837,459 

2005 

$99,247,687 

0.44% 

$11,035,093 

1.82% 

2006 

$99,873,124 

0.63% 

$11,448,194 

3.74% 

2007 

$96,959,033 

-2.92% 

$11,917,483 

4.10% 

2008 

$97,150,389 

0.20% 

$12,214,822 

2.49% 

2009 

$94,799,203 

-2.42% 

$13,065,193 

6.96% 

2010 

$91,151,815 

-3.85% 

$15,011,542 

14.90% 

2011 

$89,965,909 

-1.30% 

$15,551,490 

3.60% 

2012 

$88,609,044 

-1.51% 

$16,308,821 

4.87% 

2013 

$86,837,984 

-2.00% 

$16,895,556 

3.60% 

2014 

$82,301,596 

-5.22% 

$17,225,213 

1.95% 

Source:  Missouri  Department  Of  Revenue  Tobacco  Product  Wholesalers  Reports  (Forms  4916) 
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Table  B:  Revenue  Projections  for  a 135%  Increase  in  Missouri  Cigarette  Excise  Tax  Phased-in  over  4-years 


*Baseline  Sales  Year  (Cigarettes)  2014 

23-Cents  Cigarette  Excise  Tax  Increase  Phased-ln  Over  4-years 

Total  Stick 

Total  Pack 

(17-cents) 
Net  Excise  Tax 

Net  Cigarette 
Excise  Tax 

(13-cents) 

(5-cents) 

(5-Cents) 

Sales 

Sales 

Per  Pack 

Revenue 

Net  Cigarette 

Net  Cigarette 

Net  Cigarette 

Total 

Excise  Tax 

Excise  Tax 

Excise  Tax 

Net  Excise  Tax 

9,926,538,347 

496,326,917 

0.165821343 

$82,301,596 

Revenue 

Revenue 

Revenue 

Per  Pack 

**Static  Sales 

Net  Excise  Tax 

Net  Excise  Tax 

Net  Excise  Tax 

Reduction  Factor 

Per  Pack 

Per  Pack 

Per  Pack 

0.964 

0.126100000 

0.048500000 

0.048500000 

2015 

9,569,182,967 

478,459,148 

0.165821342 

$79,338,738 

2016 

9,224,692,380 

461,234,619 

0.165821343 

$76,482,544 

2017 

8,892,603,454 

444,630,173 

0.165821342 

$73,729,172 

$56,067,865 

$56,067,865 

2018 

8,572,469,730 

428,623,487 

0.165821342 

$71,074,922 

$54,049,422 

$54,049,422 

2019 

8,263,860,820 

413,193,041 

0.165821343 

$68,516,225 

$52,103,642 

$20,039,862 

$72,143,504 

2020 

7,966,361,830 

398,318,092 

0.165821343 

$66,049,641 

$50,227,911 

$19,318,427 

$69,546,338 

2021 

7,679,572,804 

383,978,640 

0.165821344 

$63,671,854 

$48,419,707 

$18,622,964 

$18,622,964 

$85,665,635 

2022 

7,403,108,183 

370,155,409 

0.165821343 

$61,379,667 

$46,676,597 

$17,952,537 

$17,952,537 

$82,581,671 

2023 

7,136,596,288 

356,829,814 

0.165821343 

$59,169,999 

$44,996,240 

$17,306,246 

$17,306,246 

$79,608,732 

2024 

6,879,678,822 

343,983,941 

0.165821343 

$57,039,879 

$43,376,375 

$16,683,221 

$16,683,221 

$76,742,817 

2025 

6,632,010,384 

331,600,519 

0.165821342 

$54,986,443 

$41,814,825 

$16,082,625 

$16,082,625 

$73,980,075 

2026 

6,393,258,010 

319,662,901 

0.165821344 

$53,006,932 

$40,309,492 

$15,503,651 

$15,503,651 

$71,316,794 

$784,446,016 

$478,042,076 

$141,509,533 

$102,151,244 

$721,702,853 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  Cigarette  sales  have  declined  an  average  of  3.6%  per  year  since  2013 

Assumption:  A static  decline  of  3.6%  in  cigarette  sales  is  projected  for  the  tax  increase  contemplated. 
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Table  C:  Revenue  Projections  for  a 50%  Increase  in  Missouri  Other  Tobacco  Products  Excise  Tax 


*Baseline  Sales  Year  For  OTP-  2014 

Net  10%  OTP 
MFG  Invoice  Tax  Revenue 

Price  Collected 

(5%  Increase) 
Net  OTP 

$175,767,480 

$17,225,213 

Excise  Tax 
Revenue 

2015 

**Static  Sales 
Increase  Factor 

1.02 

$179,282,830 

$17,569,717 

2016 

$182,868,487 

$17,921,112 

2017 

$186,525,857 

$18,279,534 

$8,956,972 

2018 

$190,256,374 

$18,645,125 

$9,136,111 

2019 

$194,061,501 

$19,018,027 

$9,318,833 

2020 

$197,942,731 

$19,398,388 

$9,505,210 

2021 

$201,901,586 

$19,786,355 

$9,695,314 

2022 

$205,939,618 

$20,182,083 

$9,889,221 

2023 

$210,058,410 

$20,585,724 

$10,087,005 

2024 

$214,259,578 

$20,997,439 

$10,288,745 

2025 

$218,544,770 

$21,417,387 

$10,494,520 

2026 

$222,915,665 

$21,845,735 

$10,704,410 

$235,646,626 

$98,076,341 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  OTP  sales  have  increased  an  average  of  2%  per  year  since  2013 

Assumptions:  A static  increase  of  2%  in  OTP  sales  is  projected  for  the  tax  increase  contemplated. 
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Ronald  J.  Leone  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


FOR  IMMEDIATE  RELEASE 


CONTACT: 

Ronald  J.  Leone,  Executive  Director 

Missouri  Petroleum  Marketers  & Convenience  Store  Association  (MPCA) 

205  East  Capitol  Avenue,  Suite  200,  Jefferson  City,  MO  65101 
Cell:  573.864.5189 
Email:  ron@mpca.org 
Office:  573.635.7117,  ext.  16 

RETAILERS  SUPPORT  REASONABLE  TOBACCO  TAX 
INCREASE  TO  HELP  FUND  TRANSPORTATION 

Jefferson  City,  MO,  August  17,  2015  - After  successfully  opposing  three  (3) 
outrageous  and  unfair  statewide  tobacco  tax  increases,  today  the  Missouri  Petroleum 
Marketers  & Convenience  Store  Association  (MPCA)  is  filing  two  (2)  nearly  identical 
versions  of  an  initiative  petition  (IP)  that  allows  the  people  to  vote  on  a 135%  cigarette 
tax  increase  and  50%  tax  increase  on  other  tobacco  products  (OTP). 

The  first  IP  uses  the  new  funds  generated  to  fund  transportation.  The  second  IP  simply 
places  the  new  funds  into  general  revenue  (GR).  Either  IP  would  be  put  to  a vote  of  the 
people  on  November  8,  2016  and  would  be  effective  on  January  1,  2017. 

Over  the  first  10  years,  either  IP  is  projected  to  generate  total  new  revenues  of  more 
than  $800  million. 

“These  IPs  accomplish  three  (3)  critical  goals:  they  raise  more  than  $800  million  in  new 
tax  revenues  over  the  first  ten  (10)  years  that  can  be  used  to  help  fund  a critical  state 
need;  they  protect  consumers  from  outrageous  and  unfair  tax  increases;  and  they  allow 
Missouri  retailers  to  maintain  the  competitive  tax  advantage  we  have  over  our  8 border- 
states”,  said  Ronald  J.  Leone,  Executive  Director  of  MPCA. 

“Since  2002,  common-sense,  conservative  Missouri  voters  have  defeated  three  (3) 
outrageous  and  unfair  tobacco  tax  increases.  MPCA  believes  that  the  voters  would 
support  a reasonable  and  fair  but  still  substantial  135%  tobacco  tax  increase”,  Leone 
continued. 

“If  a reasonable  tobacco  tax  increase  would  have  been  proposed  back  in  2002,  as 
MPCA  publicly  urged,  we  would  have  raised  more  than  a $1  billion  in  new  revenues  to 
date.  It’s  never  too  late  to  seek  a reasonable  but  still  substantial  tobacco  tax  increase 
that  the  voters  will  actually  support”,  Leone  concluded. 

IP  Summary 

► Cigarettes:  149.017.1.  135%  tax  increase  on  cigarettes  (230  per  pack)  phased-in  as 
follows:  130  per  pack  on  1/1/17;  50  per  pack  on  1/1/19;  and  50  per  pack  on  1/1/21. 


Once  fully  phased-in,  the  total  tax  will  be  400  per  pack  - 170  per  pack  existing  tax  + 230 
per  pack  proposed  by  the  IP. 

► Tobacco:  149.017.2.  50%  tax  increase  on  “other  tobacco  products”  (OTP,  from  10% 
to  15%)  effective  1/1/17.  No  phase-in. 

► How  Much  Revenue  Is  Generated  & Where  It  Goes:  149.107.3.  In  the  first  IP,  the 
new  funds  generated  would  be  used  to  fund  transportation.  In  the  second  IP,  the  new 
funds  generated  are  placed  into  general  revenue  (GR). 

Over  the  first  10  years,  either  IP  is  projected  to  generate  total  new  revenues  of  more 
than  $800  million. 

Please  see  the  detailed  revenue  projection  tables  attached  hereto 

► No  Floor  Tax:  149.017.4  & 149.017.5.  The  tax  increases  apply  only  to  new 
purchases  and  not  to  cigarette  and  tobacco  inventories. 

► Roll  Back:  149.017.6,  149.017.7  & 149.017.8.  MPCA  is  worried  about  getting  hit  with 
a second  or  even  third  tobacco  tax  increase  after  the  IP  passes.  Thus,  we’ve  included  a 
“roll  back”  provision  which  states  if  another  tobacco  tax  increase  is  pursued  by  IP  in  the 
future  then  this  135%  cigarette  tax  increase  and  50%  OTP  tax  increase  would 
automatically  and  immediately  be  repealed  and  reduced  to  zero.  This  means  the  new  IP 
group  would  be  starting  from  the  current  tax  of  170  per  pack,  and  not  400  per  pack,  and 
from  10%  and  not  15%  on  OTP. 

► Package  Deal:  149.017.9.  Nonseverability  clause.  The  IPs  are  a package  deal  and 
the  individual  provisions  can’t  be  repealed  or  ruled  unconstitutional  by  a court  of  law. 


-END- 


Table  A:  Missouri  Cigarette  and  Other  Tobacco  Products  (OTP)  Tax  Revenue  Collections  (Net) 
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Table  B:  Revenue  Projections  for  a 135%  Increase  in  Missouri  Cigarette  Excise  Tax  Phased-in  over  4-years 
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$784,446,016  $478,042,076  $141,509,533  $102,151,244  $721,702,853 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  Cigarette  sales  have  declined  an  average  of  3.6%  per  year  since  2013 

Assumption:  A static  decline  of  3.6%  in  cigarette  sales  is  projected  for  the  tax  increase  contemplated. 


Table  C:  Revenue  Projections  for  a 50%  Increase  in  Missouri  Other  Tobacco  Products  Excise  Tax 
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Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  OTP  sales  have  increased  an  average  of  2%  per  year  since  2013 

Assumptions:  A static  increase  of  2%  in  OTP  sales  is  projected  for  the  tax  increase  contemplated. 


The  State  Auditor's  office  did  not  receive  a response  from  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City 
of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City 
of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  University  of  Missouri,  and 
St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  revenue  will  increase  by  approximately  $95  million  to  $103  million 
annually  when  cigarette  and  tobacco  tax  increases  are  fully  implemented,  with  the  new 
revenue  eannarked  for  transportation  infrastructure.  Local  government  revenues  could 
decrease  approximately  $3  million  annually  due  to  decreased  cigarette  and  tobacco  sales. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  17,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  statutory  amendment  to 

Chapter  149,  version  1 (2016-079) 


Dear  Auditor  Galloway: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Chuck  Hatfield  on  August  1 7,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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ICsrOTq 


County 

Page  No. 

[t  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8,fi  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name 

of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[OFFICIAL  BALLOT  TITLE] 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF 


l5  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County.  g 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GlftTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY.  ^ O 

I am  at  least  1 8 years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer1 

- — ■ ■ — — 


Signature  of  Affiant  (Person  obtaining  signatures) 


Street  address  of  Affiant 


TTT 

O 


Printed  Name  of  Affiant 


City,  State  and  Zip  Code  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of , A.D. 

Notary  Public  (Seal) 

Signature  of  Notary 


Address  of  Notary 


My  commission  expires: 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

A new  section  to  be  known  as  section  149.017  is  enacted  to  read  as  follows: 


Ks-07q 


149.017.  1.  In  addition  to  the  tax  levied  in  subsection  1 of  section  149.015.  RSMo,  an  additional  tax  shall 
be  levied  upon  the  sale  of  cigarettes  at  an  amount  equal  to  six  and  one-half  mills  per  cigarette  on  January  1 , 
2017.  two  and  one-half  mills  per  cigarette  on  January  1.  2019,  and  two  and  one-half  mills  per  cigarette  on 
January  1.  2021. 

2.  In  addition  to  the  tax  levied  in  subsection  1 of  section  149.160.  RSMo,  an  additional  tax  of  five  percent 
of  the  manufacturer's  invoice  price  before  discounts  and  deals  shall  be  levied  on  January  1,  2017  upon  the 
first  sale  of  tobacco  products,  other  than  cigarettes,  within  the  state,  and  shall  be  paid  by  the  person  making 
the  first  sale  within  the  state.  Licensed  persons  making  first  sales  within  the  state  shall  be  allowed  approved 
credit  for  returned  merchandise  provided  the  tax  was  paid  on  the  returned  merchandise  and  the  purchaser 
was  given  a refund  or  credit.  Such  licensed  person  shall  take  such  approved  credit  on  the  return  for  the 
month  in  which  the  purchaser  was  given  the  refund  or  credit. 

3.  The  revenue  generated  in  subsections  1 and  2 of  this  section,  less  any  reduction  allowed  in  section 
149.021,  RSMo,  shall  be  deposited  in  the  general  revenue  fund. 

4.  The  additional  six  and  one-half  mills  per  cigarette  tax  levied  in  subsection  1 of  this  section  and  effective 
on  January  1,  2017  shall  not  apply  to  inventories  of  cigarettes  in  the  possession  of  the  retailer  and 
wholesaler  on  December  31,  2016.  The  additional  two  and  one-half  mills  per  cigarette  tax  levied  in 
subsection  1 of  this  section  and  effective  on  January  1,  2019  shall  not  apply  to  inventories  of  cigarettes  in 
the  possession  of  the  retailer  and  wholesaler  on  December  31,  2018.  The  additional  two  and  one-half  mills 
per  cigarette  tax  levied  in  subsection  1 of  this  section  and  effective  on  January  1,  2021  shall  not  apply  to 
inventories  of  cigarettes  in  the  possession  of  the  retailer  and  wholesaler  on  December  31,  2020. 

5.  The  additional  five  percent  tax  levied  in  subsection  two  of  this  section  shall  not  apply  to  inventories  of 
tobacco  products,  other  than  cigarettes,  in  the  possession  of  the  retailer  and  wholesaler  on  December  31, 
2016. 


6.  The  additional  taxes  levied  in  subsections  1 and  2 of  this  section  shall  immediately,  automatically  and 
permanently  be  repealed  and  reduced  to  zero  under  any  of  the  following  events: 

CO.  In  the  event  any  tax  or  fee  increase  on  some  or  all  cigarettes  or  other  tobacco  products  is 
officially  certified  to  be  placed  on  any  local  or  statewide  ballot  by  the  Secretary  of  State  or  any  other 
election  official  at  any  time:  or 

(2).  In  the  event  any  provision  of  subsections  1 through  9 of  this  section  is  ruled  null  and  void, 
invalid,  unlawful,  severable  or  unconstitutional  for  any  reason  by  any  state  or  federal  court  of  law. 

7.  The  provisions  of  subsection  6 of  this  section  are  specifically  meant  to  include,  but  are  not  limited  to, 
any  tax  increase  on  cigarettes  or  other  tobacco  products  placed  on  any  local  or  statewide  ballot  in  Missouri 
at  any  time  pursuant  to  chapters  115  and  1 16,  RSMo,  and  Article  HI,  sections  49  through  53,  and  Article 
XII  of  the  Missouri  Constitution  or  any  local  laws  allowing  submission  of  questions  to  the  voters. 

8.  In  the  event  any  provision  of  subsections  6 and  7 of  this  section  are  triggered,  the  department  of  revenue 
shall  automatically,  immediately  and  permanently  cease  the  application  and  collection  of  any  of  the  taxes 
levied  in  subsections  1 and  2 of  this  section,  and  the  department  of  revenue  and  the  revisor  of  statutes  shall 
automatically  and  immediately  notify  the  public.  The  department  of  revenue  shall  authorize  the  state 
treasurer  to  make  refunds  for  any  erroneous  payments  or  overpayments. 

9.  Notwithstanding  the  provisions  of  section  1.140,  RSMo,  or  case  law  or  rule  to  the  contrary,  the 
provisions  of  subsections  1 through  9 of  this  section  are  nonseverable.  If  any  provision  of  subsections  1 
through  9 of  this  section  is  held,  in  whole  or  in  part,  to  be  invalid,  unlawful,  or  unconstitutional  for  any 
reason  by  any  state  or  federal  court  of  law,  such  decision  shall  invalidate  and  make  void  all  of  subsections  1 
through  9 of  this  section. 
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Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  amendment  to  Chapter  149 
of  the  Revised  Statutes  of  Missouri.  (Received  August  17,  2015) 


Date 


September  8,  2015 

Description 

This  proposal  would  amend  Chapter  149  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Charles  Andy  Arnold  provided  information  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Ronald  J.  Leone  provided  information  as  a proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  appears  to  provide  for  an  increase  in  the  tax  levied  upon  the  sale  of  cigarettes  as 
well  as  an  additional  tax  upon  the  first  sale  of  tobacco  products,  other  than  cigarettes. 
Revenues  generated  shall  be  deposited  in  the  general  revenue.  Their  department  has  no 
means  to  calculate  the  potential  of  these  proceeds.  Any  funds  would  be  additional  monies 
to  general  revenue. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  their  department  sees  no  fiscal 
impact  due  to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  their  department  anticipates 
no  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  enacts  Section 
149.017,  RSMo,  which  increases  the  cigarette  tax  by  6 Vi  mills  per  cigarette  on  1/1/2017, 
another  2 Vi  mills  on  1/1/19,  and  another  2 Vi  mills  1/1/2021.  In  addition,  taxes  on  other 
tobacco  products  are  increased  by  5%.  The  increased  revenue  will  be  deposited  in  the 
General  Revenue  Fund. 

Section  149.017.6,  RSMo,  also  stipulates  that,  if  any  tax  or  fee  increase  on  some  or  all 
cigarettes  or  other  tobacco  products  is  certified  to  be  placed  on  any  local  or  statewide 
ballot  or  if  any  section  of  this  proposal  is  ruled  null  and  void,  then  the  additional  taxes 
levied  under  this  proposal  shall  immediately  be  repealed  and  reduced  to  zero. 

In  fiscal  year  (FY)  2015,  there  was  $81.7  million  in  cigarette  excise  taxes  collected  and 
$17.7  million  in  other  tobacco  product  excise  taxes  collected.  OA  assumes  that  the 
average  pack  of  cigarettes  retails  for  $4.50,  translating  to  roughly  480.9  million  packs 
sold  in  Missouri  and  that  the  average  other  tobacco  product  unit  retails  for  $4.09, 
translating  to  roughly  $176.9  million  in  wholesales  in  Missouri.  OA  further  assumes  that 
cigarette  sales  and  other  tobacco  product  sales  have  a (0.8)  elasticity.  However,  there  is 
no  way  to  truly  know  what  impact  these  tax  increases  will  have  on  demand  due  to 
smoking  cessation  efforts,  other  state  and  federal  regulations,  and  the  increase  in  sales  of 
e-cigarettes  and  other  substitute  products. 

Table  1 (below)  shows  OA  estimates  for  the  reduced  revenue  caused  by  a decrease  in 
demand  from  the  additional  taxes  on  cigarettes  and  other  tobacco  products,  while  Table  2 
(below)  shows  the  net  impact  to  the  General  Revenue  Fund. 

OA  estimates  this  proposal  will  increase  the  General  Revenue  Fund  by  $108.4  million 
when  fully  implemented  in  FY  2022. 


Table  1 : Revenue  loss  due  to  decreased  demand,  by  fiscal  year 


2017 

2018 

2019 

2020 

2021 

2022 

Revenue  loss  from  lower  demand  on 
initial  cigarette  tax 

Health  Initiatives  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

State  Schools  Money  Fund 

($0.5) 

($1.0) 

($1.2) 

($1.3) 

($1.5) 

($1.7) 

Fair  Share  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

Revenue  loss  from  reduced  sales  tax  on 
cigarettes 

School  District  Trust  Fund 

($0.2) 

($0.5) 

($0.6) 

($0.6) 

($0.7) 

($0.8) 

Local  Sales  Tax 

($1.0) 

($2.0) 

($2.3) 

($2.7) 

($3.1) 

($3.4) 

Revenue  loss  from  lower  demand  on 
initial  other  tobacco  products  tax 

Health  Initiatives  Fund 

($0.3) 

($0.6) 

($0.6) 

($0.6) 

($0.6) 

($0.6) 

Revenue  loss  from  reduced  sales  tax  on 
other  tobacco  products 

School  District  Trust  Fund 

($0.0) 

($0.1) 

($0.1) 

($0.1) 

($0.1) 

($0.1) 

Local  Sales  Tax 

($0.1) 

($0.3) 

($0.3) 

($0.3) 

($0.3) 

($0.3) 

Net  Impact 

Health  Initiatives  Fund 

($0.5) 

($1.0) 

($1.1) 

($1.2) 

($1.3) 

($1.4) 

State  Schools  Money  Fund 

($0.5) 

($1.0) 

($1.2) 

($1.3) 

($1.5) 

($1.7) 

Fair  Share  Fund 

($0.2) 

($0.4) 

($0.5) 

($0.6) 

($0.7) 

($0.8) 

School  District  Trust  Fund 

($0.2) 

($0.6) 

($0.7) 

($0.7) 

($0.8) 

($0.9) 

Local  Sales  Tax 

($1.1) 

($2.3) 

($2.6) 

($3.0) 

($3.4) 

($3.7) 

figures  in  $ million 


Table  2:  Net  impact  to  General  Revenue  Fund,  by  fiscal  year 


2017 

2018 

2019 

2020 

2021 

2022 

Cigarette  Tax 

Increased  revenue  from  additional  tax 
Decreased  revenue  from  lost  sales  tax 

$29.6 

($0.7) 

$59.3 

($1.4) 

$70.3 

($1.7) 

$81.4 

($1.9) 

$92.2 

($2.2) 

$103.1 

($2.4) 

Other  Tobacco  Products 

Increased  revenue  from  additional  tax 
Decreased  revenue  from  lost  sales  tax 

$4.0 

($0.1) 

$7.9 

($0.2) 

$7.9 

($0.2) 

$7.9 

($0.2) 

$7.9 

($0.2) 

$7.9 

($0.2) 

Net  impact  to  General  Revenue 

$32.8 

$65.6 

$76.3 

$87.2 

$97.7 

$108.4 

figures  in  $ million 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  initiative  petition 
will  not  have  any  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  proposal  will  have  no  fiscal 
impact  on  their  office. 

Officials  from  Greene  County  indicated  that  there  are  no  estimated  costs  or  savings  to 
report  from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  the  proposed  petition  does  not  appear  to 
directly  affect  their  city.  Revenue  raised  from  new  tobacco  taxes  would  be  deposited  to 
the  state  General  Revenue  Fund  which,  unless  allocated  to  pass-through  programs,  is 
likely  to  be  used  for  state  services. 

On  the  other  hand,  subsection  6 appears  to  nullify  the  state  tax  if  there  are  attempts  to 
levy  additional  local  tobacco  taxes.  That  would  seem  to  chill  local  interest  and  prevent 
new  local  revenue  from  that  source. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Charles  Andy  Arnold  provided  the  following  information  as  a proponent  of  this 
initiative  petition. 


Arnold\Associates 


P.  O.  Box  161 , Wright  City,  Missouri  63390 
Email:  caamold@centurytel  net 
Telephone:  (314)  971-1000 


August  10,  2015 

Ron  Leone,  Executive  Director 
Missouri  Petroleum  Marketers  & 
Convenience  Store  Association 
205  East  Capitol  Avenue,  Suite  200 
Jefferson  City,  MO  65101 


Attached,  please  find  three  (3)  Tables  in  support  of  your  IP  proposal.  I prepared  the 
attached  Tables  per  the  increases  per  the  IP  and  it’s  minimal  effect  on  overall 
tobacco  sales  in  the  state. 

The  calculations  presented  are  based  on  static  factors  that  impact  sales  based  on 
historical  and  market  conditions.  At  some  point  I may  run  a regression  analysis 
including  other  factors,  but  that  is  not  necessary  at  this  time. 

The  revenues  projected  by  Tables  B and  C show  the  following: 

❖ Table  B-  135%  increase  in  cigarette  excise  tax  will  generate  approximately 
$722  million  new  tax  dollars  over  a 10-year  period,  total  cigarette  excise  tax 
revenue  over  the  period  of  approximately  $1.5  billion. 

❖ Table  C-  50%  increase  in  the  OTP  manufacturers  invoice  tax  will  generate 
approximately  $98  million  new  tax  dollars  over  a 10-year  period,  total  OTP 
excise  tax  revenue  over  the  period  of  approximately  $333  million. 

I used  a static  sales  reduction  factor  for  cigarette  sales  of  3.6%  per  year;  and,  a static 
sales  increase  factor  for  OTP  of  2%  per  year. 

You  may  use  this  letter  and  the  attached  Tables  for  your  IP  submission,  or  I can 
provide  this  to  the  SOS  after  you  file. 

Warmest  Regards, 


Re:  Revenue  Projections  for  a 135%  increase  in  Missouri 
Cigarette  Excise  Tax  & a 50%  increase  in  Missouri 
Other  Tobacco  Products  tax 


Dear  Ron: 


Charles  A.  Arnold 

Attachments 
CC:  Craig  Taylor 


Table  A:  Missouri  Cigarette  and  Other  Tobacco  Products  (OTP)  Tax  Revenue  Collections  (Net) 


Calendar  Year 

Cigarette  T ax 
Revenue 

Percentage 
Change  +/- 

OTP  Tax 
Revenue 

Percentage 
Change  +/- 

2004 

$98,815,335 

$10,837,459 

2005 

$99,247,687 

0.44% 

$11,035,093 

1.82% 

2006 

$99,873,124 

0.63% 

$11,448,194 

3.74% 

2007 

$96,959,033 

-2.92% 

$11,917,483 

4.10% 

2008 

$97,150,389 

0.20% 

$12,214,822 

2.49% 

2009 

$94,799,203 

-2.42% 

$13,065,193 

6.96% 

2010 

$91,151,815 

-3.85% 

$15,011,542 

14.90% 

2011 

$89,965,909 

-1.30% 

$15,551,490 

3.60% 

2012 

$88,609,044 

-1.51% 

$16,308,821 

4.87% 

2013 

$86,837,984 

-2.00% 

$16,895,556 

3.60% 

2014 

$82,301,596 

-5.22% 

$17,225,213 

1.95% 

Source:  Missouri  Department  Of  Revenue  Tobacco  Product  Wholesalers  Reports  (Forms  4916) 


Arnold  Associates 
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Table  B:  Revenue  Projections  for  a 135%  Increase  in  Missouri  Cigarette  Excise  Tax  Phased-in  over  4-years 


*Baseline  Sales  Year  (Cigarettes)  2014 

23-Cents  Cigarette  Excise  Tax  Increase  Phased-ln  Over  4-years 

Total  Stick 

Total  Pack 

(17-cents) 
Net  Excise  Tax 

Net  Cigarette 
Excise  Tax 

(13-cents) 

(5-cents) 

(5-Cents) 

Sales 

Sales 

Per  Pack 

Revenue 

Net  Cigarette 

Net  Cigarette 

Net  Cigarette 

Total 

Excise  Tax 

Excise  Tax 

Excise  Tax 

Net  Excise  Tax 

9,926,538,347 

496,326,917 

0.165821343 

$82,301,596 

Revenue 

Revenue 

Revenue 

Per  Pack 

**Static  Sales 

Net  Excise  Tax 

Net  Excise  Tax 

Net  Excise  Tax 

Reduction  Factor 

Per  Pack 

Per  Pack 

Per  Pack 

0.964 

0.126100000 

0.048500000 

0.048500000 

2015 

9,569,182,967 

478,459,148 

0.165821342 

$79,338,738 

2016 

9,224,692,380 

461,234,619 

0.165821343 

$76,482,544 

2017 

8,892,603,454 

444,630,173 

0.165821342 

$73,729,172 

$56,067,865 

$56,067,865 

2018 

8,572,469,730 

428,623,487 

0.165821342 

$71,074,922 

$54,049,422 

$54,049,422 

2019 

8,263,860,820 

413,193,041 

0.165821343 

$68,516,225 

$52,103,642 

$20,039,862 

$72,143,504 

2020 

7,966,361,830 

398,318,092 

0.165821343 

$66,049,641 

$50,227,911 

$19,318,427 

$69,546,338 

2021 

7,679,572,804 

383,978,640 

0.165821344 

$63,671,854 

$48,419,707 

$18,622,964 

$18,622,964 

$85,665,635 

2022 

7,403,108,183 

370,155,409 

0.165821343 

$61,379,667 

$46,676,597 

$17,952,537 

$17,952,537 

$82,581,671 

2023 

7,136,596,288 

356,829,814 

0.165821343 

$59,169,999 

$44,996,240 

$17,306,246 

$17,306,246 

$79,608,732 

2024 

6,879,678,822 

343,983,941 

0.165821343 

$57,039,879 

$43,376,375 

$16,683,221 

$16,683,221 

$76,742,817 

2025 

6,632,010,384 

331,600,519 

0.165821342 

$54,986,443 

$41,814,825 

$16,082,625 

$16,082,625 

$73,980,075 

2026 

6,393,258,010 

319,662,901 

0.165821344 

$53,006,932 

$40,309,492 

$15,503,651 

$15,503,651 

$71,316,794 

$784,446,016 

$478,042,076 

$141,509,533 

$102,151,244 

$721,702,853 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  Cigarette  sales  have  declined  an  average  of  3.6%  per  year  since  2013 

Assumption:  A static  decline  of  3.6%  in  cigarette  sales  is  projected  for  the  tax  increase  contemplated. 
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Table  C:  Revenue  Projections  for  a 50%  Increase  in  Missouri  Other  Tobacco  Products  Excise  Tax 


*Baseline  Sales  Year  For  OTP-  2014 

Net  10%  OTP 
MFG  Invoice  Tax  Revenue 

Price  Collected 

(5%  Increase) 
Net  OTP 

$175,767,480 

$17,225,213 

Excise  Tax 
Revenue 

2015 

**Static  Sales 
Increase  Factor 

1.02 

$179,282,830 

$17,569,717 

2016 

$182,868,487 

$17,921,112 

2017 

$186,525,857 

$18,279,534 

$8,956,972 

2018 

$190,256,374 

$18,645,125 

$9,136,111 

2019 

$194,061,501 

$19,018,027 

$9,318,833 

2020 

$197,942,731 

$19,398,388 

$9,505,210 

2021 

$201,901,586 

$19,786,355 

$9,695,314 

2022 

$205,939,618 

$20,182,083 

$9,889,221 

2023 

$210,058,410 

$20,585,724 

$10,087,005 

2024 

$214,259,578 

$20,997,439 

$10,288,745 

2025 

$218,544,770 

$21,417,387 

$10,494,520 

2026 

$222,915,665 

$21,845,735 

$10,704,410 

$235,646,626 

$98,076,341 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  OTP  sales  have  increased  an  average  of  2%  per  year  since  2013 

Assumptions:  A static  increase  of  2%  in  OTP  sales  is  projected  for  the  tax  increase  contemplated. 
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Ronald  J.  Leone  provided  the  following  information  as  a proponent  of  this  initiative 
petition. 


FOR  IMMEDIATE  RELEASE 


CONTACT: 

Ronald  J.  Leone,  Executive  Director 

Missouri  Petroleum  Marketers  & Convenience  Store  Association  (MPCA) 

205  East  Capitol  Avenue,  Suite  200,  Jefferson  City,  MO  65101 
Cell:  573.864.5189 
Email:  ron@mpca.org 
Office:  573.635.7117,  ext.  16 

RETAILERS  SUPPORT  REASONABLE  TOBACCO  TAX 
INCREASE  TO  HELP  FUND  TRANSPORTATION 

Jefferson  City,  MO,  August  17,  2015  - After  successfully  opposing  three  (3) 
outrageous  and  unfair  statewide  tobacco  tax  increases,  today  the  Missouri  Petroleum 
Marketers  & Convenience  Store  Association  (MPCA)  is  filing  two  (2)  nearly  identical 
versions  of  an  initiative  petition  (IP)  that  allows  the  people  to  vote  on  a 135%  cigarette 
tax  increase  and  50%  tax  increase  on  other  tobacco  products  (OTP). 

The  first  IP  uses  the  new  funds  generated  to  fund  transportation.  The  second  IP  simply 
places  the  new  funds  into  general  revenue  (GR).  Either  IP  would  be  put  to  a vote  of  the 
people  on  November  8,  2016  and  would  be  effective  on  January  1,  2017. 

Over  the  first  10  years,  either  IP  is  projected  to  generate  total  new  revenues  of  more 
than  $800  million. 

“These  IPs  accomplish  three  (3)  critical  goals:  they  raise  more  than  $800  million  in  new 
tax  revenues  over  the  first  ten  (10)  years  that  can  be  used  to  help  fund  a critical  state 
need;  they  protect  consumers  from  outrageous  and  unfair  tax  increases;  and  they  allow 
Missouri  retailers  to  maintain  the  competitive  tax  advantage  we  have  over  our  8 border- 
states”,  said  Ronald  J.  Leone,  Executive  Director  of  MPCA. 

“Since  2002,  common-sense,  conservative  Missouri  voters  have  defeated  three  (3) 
outrageous  and  unfair  tobacco  tax  increases.  MPCA  believes  that  the  voters  would 
support  a reasonable  and  fair  but  still  substantial  135%  tobacco  tax  increase”,  Leone 
continued. 

“If  a reasonable  tobacco  tax  increase  would  have  been  proposed  back  in  2002,  as 
MPCA  publicly  urged,  we  would  have  raised  more  than  a $1  billion  in  new  revenues  to 
date.  It’s  never  too  late  to  seek  a reasonable  but  still  substantial  tobacco  tax  increase 
that  the  voters  will  actually  support”,  Leone  concluded. 

IP  Summary 

► Cigarettes:  149.017.1.  135%  tax  increase  on  cigarettes  (230  per  pack)  phased-in  as 
follows:  130  per  pack  on  1/1/17;  50  per  pack  on  1/1/19;  and  50  per  pack  on  1/1/21. 


Once  fully  phased-in,  the  total  tax  will  be  400  per  pack  - 170  per  pack  existing  tax  + 230 
per  pack  proposed  by  the  IP. 

► Tobacco:  149.017.2.  50%  tax  increase  on  “other  tobacco  products”  (OTP,  from  10% 
to  15%)  effective  1/1/17.  No  phase-in. 

► How  Much  Revenue  Is  Generated  & Where  It  Goes:  149.107.3.  In  the  first  IP,  the 
new  funds  generated  would  be  used  to  fund  transportation.  In  the  second  IP,  the  new 
funds  generated  are  placed  into  general  revenue  (GR). 

Over  the  first  10  years,  either  IP  is  projected  to  generate  total  new  revenues  of  more 
than  $800  million. 

Please  see  the  detailed  revenue  projection  tables  attached  hereto 

► No  Floor  Tax:  149.017.4  & 149.017.5.  The  tax  increases  apply  only  to  new 
purchases  and  not  to  cigarette  and  tobacco  inventories. 

► Roll  Back:  149.017.6,  149.017.7  & 149.017.8.  MPCA  is  worried  about  getting  hit  with 
a second  or  even  third  tobacco  tax  increase  after  the  IP  passes.  Thus,  we’ve  included  a 
“roll  back”  provision  which  states  if  another  tobacco  tax  increase  is  pursued  by  IP  in  the 
future  then  this  135%  cigarette  tax  increase  and  50%  OTP  tax  increase  would 
automatically  and  immediately  be  repealed  and  reduced  to  zero.  This  means  the  new  IP 
group  would  be  starting  from  the  current  tax  of  170  per  pack,  and  not  400  per  pack,  and 
from  10%  and  not  15%  on  OTP. 

► Package  Deal:  149.017.9.  Nonseverability  clause.  The  IPs  are  a package  deal  and 
the  individual  provisions  can’t  be  repealed  or  ruled  unconstitutional  by  a court  of  law. 


-END- 


Table  A:  Missouri  Cigarette  and  Other  Tobacco  Products  (OTP)  Tax  Revenue  Collections  (Net) 
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Table  B:  Revenue  Projections  for  a 135%  Increase  in  Missouri  Cigarette  Excise  Tax  Phased-in  over  4-years 
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$784,446,016  $478,042,076  $141,509,533  $102,151,244  $721,702,853 

Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  Cigarette  sales  have  declined  an  average  of  3.6%  per  year  since  2013 

Assumption:  A static  decline  of  3.6%  in  cigarette  sales  is  projected  for  the  tax  increase  contemplated. 


Table  C:  Revenue  Projections  for  a 50%  Increase  in  Missouri  Other  Tobacco  Products  Excise  Tax 
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Notes: 

*Baseline  Sales  Year  data  from  Missouri  Department  of  Revenue  monthly  Tobacco  Product  Wholesalers  Reports  (Form  4916) 

**Missouri  OTP  sales  have  increased  an  average  of  2%  per  year  since  2013 

Assumptions:  A static  increase  of  2%  in  OTP  sales  is  projected  for  the  tax  increase  contemplated. 


The  State  Auditor's  office  did  not  receive  a response  from  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City 
of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City 
of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  University  of  Missouri,  and 
St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  revenue  will  increase  by  approximately  $95  million  to  $103  million 
annually  when  cigarette  and  tobacco  tax  increases  are  fully  implemented.  Local 
government  revenues  could  decrease  approximately  $3  million  annually  due  to  decreased 
cigarette  and  tobacco  sales. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


August  10,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  6 (2016-078) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  7,  201 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 
personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and  ' County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 
CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

• 

13. 

14. 

15. 

C=2 

r\f,  cxi 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  thafeachlial 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  \fo1er  of  the 
state  of  Missouri  and County.  / Jj  ~pt 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  DR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  r , , 

X?~ 

cn 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 . 


Signature  of  Notary 


Address  of  Notary 


My  commission  expires 


Notary  Public  (Seal) 


/ <o-07S 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  three  new  sections,  to  be  known  as 
sections  149.017,  149.018,  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017,  149.018  and  149.161  are 
enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017.  149.018.  and  149.161.  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the 
Early  Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education 
through  regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

tn  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(23  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(33  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  bv  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  childrenand  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1.  2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

( 1 ) A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary -reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1 . 201 7.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

(13  The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services: 


I &>  ' oig 


(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate'  of  the  member’s  legislative  chamber; 

(4)  The  director  of the  Missouri  head  start-state  collaborative  office; 

(51  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
.citjzens.that  serve,  a partial  term  of  more  than  eiRht_een.  monLhsLshajl.be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  201 8 and 
each  year  thereafter: 


(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 


(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 


(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  oremployees  as  it  considers  neg^sary; 

g=  :to 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  businessmay;b£ 
transacted; 


m 

< 


r; 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 


• ii 


(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  thissection; 


( 1 91  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section: 


(201  Provide  technical  assistance  to  grantees: 


(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  earlvchildhood  development  programs  in  communities  throughout  the  state;  and 


l(o  '01% 

(72)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section, 

6.  Anv  grants  awarded  bv  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 
m Increasing  access  to  existing  quality  early  childhood  development  programs; 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(3)  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 

(21  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community;  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to; 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9f2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  9f2  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149,017  and  149.161.  Interest  and  moneys  earned  on  the  fund  shall  be  credited  to  the  fund- 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 

early  childhood: 


No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (11  through  (4)  of  this  subsection. 
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13.  Moneys  in  the  funds  may  be  invested  bv  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  bv  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1 . 20 1 6.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1.  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028,  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1. 2017  shall  be  invalid  and  void. 

149.017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149.015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A1  Beginning  January  1,  2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B1  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 

(Cl  Beginning  January  1. 2021.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette, 

2,  The  tax  shall  be  evidenced  bv  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021 . 
Stamped  cigarettes  in  the  possession  of  a retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  anv  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4,  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  bv  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1  .5%1  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7,  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 

shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from- local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
anv  of  those  funds  pursuant  to  chapter  149,  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  Sections  , 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149.161,  an  amount  eftfral  to.thfe 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  by  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161  shall  be  fransferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  to  the  appropriate  fund  or  funds-cif  political 
subdivisions.  The  aggregate  amount  transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  healfh  and  j 
education  trust  fund  for  anv  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this  section  atfd  section 
149.161  during  that  same  year.  c-n 

149.018.  In  the  event  a tax  other  than  the  taxes  imposed  bv  sections  149.015,  149.017,  149.160,  and  149.161  is  authorized  to  be 
imposed  upon  the  sale  of  cigarettes  and  tobacco  products  bv  a constitutional  or  statutory  statewide  ballot  measure  submitted^ 
initiative  petition,  and  the  initial  effective  date  for  all  or  anv  part  of  such  tax  is  after  January  1.  2017.  but  before  January  1, 2021, 
the  additional  taxes  imposed  pursuant  to  sections  149.017  and  149.161  shall  be  suspended  from  being  imposed. and  collected  to 
the  extent  the  new  tax  is  imposed  and  collected.  On  an  annual  basis,  the  director  of  the  department  of  revenue  shall  estimate  thg 
amount  of  additional  tax  suspended  pursuant  to  this  section. 

1 49. 1 6 1 , Beginning  on  January  1 . 20 1 7.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettesjn 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amountof 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer's  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1. 
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196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  ll(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold. 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (PI  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 , 20 1 7.  eighty  percent:  for  units  sold  during  the  year  ending  on  December  3 1 . 20 1 8.  sixty  percent:  for  units  sold  during  the  year 
ending  on  December  3 1 , 20 1 9.  forty  percent:  for  units  sold  during  the  year  ending  on  December  3 1 . 2020.  twenty  percent:  for 
units  sold  during  all  years  ending  on  or  after  December  31.  2021.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102fState’s  general  revenue  ftind]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.102fState’s  general  revenue  fund]  in  an 
amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


August  1 0,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  5 (2016-077) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


RECEIVED 

AUG  I 0 2015 


STATE  AUDITORS  OFHOf 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 
CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

o 

f>-  

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  hai 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  vojer  of  tlje 
state  of  Missouri  and  County. 

j2 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  j? 

I am  at  least  18  years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 
Subscribed  and  sworn  to  before  me  this day  of 


Signature  of  Notary 


Address  of  Affiant 
, A.D.  201 . 

Address  of  Notary 
My  commission  expires 


Notary  Public  (Seal) 


Ih'O  77 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  cha..ge, 
repeal  or  mpdify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  three  new  sections,  to  be  known  as  sections  149.017, 
149.018,  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  ofthe  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017,  149.018  and  149.161  are  enacted,  to  read 
as  follows: 

210.102.  1.  Sections  149.017.  149.018.  and  149.161.  and  certain  amendments  to  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  sellers.  This  Act: 

(11  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(21  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(31  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  ofthe  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  childrenand  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31.  2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1. 2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic. 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services: 
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(21  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 


(31  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the,  elected  leader,  either  the  speaker  ofthe 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber; 

(41  The  director  of  the  Missouri  head  start-state  collaborative  office; 


(51  Six  citizens,  representing  each  ofthe  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,_wit_h  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith... 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  ofthe  senate,  and  the  sneaker  of  thehouse  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 


(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fiind 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15  [2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 


(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  f and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  ofthe  United  States,  in  obligations  ofthe  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 


(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated;  ^ 


(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest:  therein,  whfrfbver 

. ..  1 . v i — -AJ 


situated; 
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(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  oremployees  as  it  considers  necessary; 


.-o 


(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be; 
transacted;  - -fT 


(14)  Adopt  and  use  an  official  seal; 


(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

( 191  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(201  Provide  technical  assistance  to  grantees; 

(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state,  and 

(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  obiectives  of  subsection  6 of  this  section^ 
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6.  Anv  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

( 1)  Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs; 

(31  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(21  Whether  the  project  or  activity  leverages  matching  dollars: 

(31  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(11  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  andstaff: 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  ofoutcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  9F2  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1 . There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  Interest  and  moneys  earned  on  the  fund  shall  be  credited  to  the  fund. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

(11  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 

No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (1)  through  (4)  of  this  subsection. 
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13.  Moneys  in  the  funds  may  be  invested  bv  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  bv  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1.  2017,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149.017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149.015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A3  Beginning  January  1,  2017.  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B3  Beginning  January  1.  2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette;  and. 

(Q  Beginning  January  1,  2021,  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  bv  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021. 
Stamped  cigarettes  in  the  possession  of  a retailer  before  anv  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  anv  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  bv  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 

2 1 0, 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 

149. 161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 ,5%3  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pav  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
anv  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149.161.  an  amount  efual  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  b>the  local  tobacco  taxes 
authorized  bv  sections  66,340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149. 161  shall  bertransferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  to  the  appropriate  fund  or  funds'^  political 
subdivisions.  The  aggregate  amount  transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  health  and 
education  trust  fund  for  anv  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this  section  and  section 

1 49. 1 6 1 during  that  same  year.  :-r:  v\-  -ri 
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149.018.  In  the  event  a tax  other  than  the  taxes  imposed  bv  sections  149,015,  149,017,  149.160,  and  149.161  is  authorized  to  be 
imposed  upon  the  sale  of  cigarettes  and  tobacco  products  bv  a constitutional  or  statutory  statewide  ballot  measure  submitted  by 
initiative  petition,  and  the  initial  effective  date  for  all  or  anv  part  of  such  tax  is  after  January  1. 2017,  but  before  January  1,  2021, 
the  additional  taxes  imposed  pursuant  to  sections  149.017  and  149.161  shall  be  suspended  from  being  imposed  and  collected  to 
the  extent  the  new  tax  is  imposed  and  collected.  On  an  annual  basis,  the  director  of  the  department  of  revenue  shall  estimate  the 
amount  of  additional  tax  suspended  pursuant  to  this  section. 

149.161.  Beginning  on  January  1,  2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149,160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149. 160.1. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  10,  2015 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  4 (2016-076) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  Filed  by  Edward  Greim  on  August  7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  S treet  • Jefferson  City  65101 
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Sincerely, 
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County 

Page 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

/ 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  tha^ach  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  i$.a  registered  rajer  0f  the 
state  of  Missouri  and County.  s*.  ...... 

,‘6\  ■ CZ  -O 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STA^MEhlTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OftOR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  T' 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer  ZD 

-p- 
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Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of , A.D.  201 . 


Signature  of  Notary 


Address  of  Notary 


My  commission  expires 


Notary  Public  (Seal) 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149,161.  and  certain  amendments  to  196.1003  and  210.102.  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

(P  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2Pt  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  31.  2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board(FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enabled  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1,  2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
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social  services; 

(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 


(31  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  anddifferent  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  thg 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber! 


(41  The  director  of  the  Missouri  head  start-state  collaborative  office; 


(51  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  Head  Start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  Head  Start  agencies,  and  fa.jtjL 


Citizens  appointed  under  subdivision  (51  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  fall  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of  representatives  on  or  before  January  fifteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 


(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  15[2  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 


(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 


(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


rvo 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  or  employees  as  it  considers  neceg^ry; 

,c: 
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(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be  5 ~n 
transacted; 


it 
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(14)  Adopt  and  use  an  official  seal;  -'t \~.. 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 


(191  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(201  Provide  technical  assistance  to  grantees; 

(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and_private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state,  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section, 

6.  Anv  grants  awarded  bv  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 
m Increasing  access  to  existing  Quality  early  childhood  development  programs; 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

(31  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(5^1  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development; 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(2)  Whether  the  project  or  activity  leverages  matching  dollars: 

(3)  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community:  and 

(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019,  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149, 161  based  on  the 
established  residencvpopulation  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161,  Interest  and  moneys  earned  on  the  fund  shall  be  credited  to  the  fund- 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

(11  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (11  through  (41  of  this  subsection. 

13.  Moneys  in  the  fluids  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  bv  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1.  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1. 2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  mav  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010.  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028,  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149,017.  1.  Beginning  January  1.  2017.  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149.015,  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  a tax  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  bv  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021 . 
Stamped  cigarettes  in  the  possession  of  a retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  Quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  bv  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149.161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (\.5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102,  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 


6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1 . 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 

shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66,340  and  210,320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149.161.  an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161  mav  be  appropriated 
bv  the  General  Assembly  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  to  the  appropriate 
fund  or  funds  or  political  subdivisions.  The  aggregate  amount  appropriated  to  such  funds  and  political  subdivisions  from  the  early 
childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this 
section  and  section  149.161  during  that  same  year,  crj  p“j 
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149.161.  Beginning  on  January  1, 2017,  in  addition  to  the  tax  levied  on  the  first  sales  oftobacco  products  other  than  cigarettes  in 
section  149.160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  tEe?  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  theTirst  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before  17 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  fjjrst  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  ll(jj)  of  the  Master  Settlement  Agreement)  and 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fimd  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold: 
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for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold, 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  lX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (Df  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(D~)  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 . 20 1 7.  eighty  percent:  for  units  sold  during  the  year  ending  on  December  31.2018,  sixty  percent:  for  units  sold  during  the  year 
ending  on  December  31,  2019.  forty  percent:  for  units  sold  during  the  year  ending  on  December  31.  2020.  twenty  percent:  for 
units  sold  during  all  years  ending  on  or  after  December  31.  2021.  zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102fState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.102fState’s  general  revenue  fund]  in  an 
amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  1 0,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  3 (2016-075) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

D1ST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

NO 

czz 

ZZZZ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  th^t  jach  T\as 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  vpter  of  the 
state  of  Missouri  and County.  *-J  jj 
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FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUIIfTY  OF,;OR 

PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY.  1 jr- 

rv> 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this day  of , A.D.  201 


Signature  of  Notary 


Address  of  Notary 


My  commission  expires 


Notary  Public  (Seal) 
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NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections  149.017 
and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  of  the  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017  and  149.161  are  enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017  and  149,161.  and  certain  amendments  to  210.102,  shall  be  referred  to  as  the  Early  Childhood  Health 
and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through  regulation  of 
tobacco  sellers.  This  Act: 

(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2AX  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]1  For  years  ending  on  or  before  December  3 1 . 20 1 6.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representativejrom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1,  2017,  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


( 1 ) The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services; 
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(21  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 


(41  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(S')  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (5~)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 


[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  power  to: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 


(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 

(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 
situated; 


(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  oremployees  as  it  considers  necessary; 


(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may 
transacted;  \ 


(14)  Adopt  and  use  an  official  seal; 

(15)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 
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(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 


( 1 91  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(20)  Provide  technical  assistance  to  grantees: 

(211  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 

(221  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection.  6_  of  this  section, 
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6 Anv  grants  awarded  hv  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(11  Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs; 

HI  increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five; 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy. 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

( 1 1 Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 

(21  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community;  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  ofoutcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  Interest  and  moneys  earned  on  the  fund  shall  be  credited  to  the  fund- 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 1 Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood; 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  by 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state; 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 

No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 11  through  (41  of  this  subsection. 
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lAi  Moneys  in  the  filnds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080, 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1. 2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1,  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149.017.  1.  Beginning  January  1,  2017,  in  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section 
149,015,  a tax  shall  be  levied  upon  the  sale  of  cigarettes  applied  at  an  amount  equal  to  twenty-five  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149.021. 
Stamped  cigarettes  in  the  possession  of  a retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  Quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149,161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210. 102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  tins  section  and  section 
149,161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  ( 1 .5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210,102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1. 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services. 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320,  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  by  this  section  and  section  149,161.  an  amount  equal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66,340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149,161  may  be  appropriated 
bv  the  General  Assembly  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  21Q.102  to  the  appropriate 
fund  or  funds  or  political  subdivisions.  The  aggregate  amount  appropriated  to  such  funds  and  political  subdivisions  from  the  early 
childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this 
section  and  section  149.161  during  that  same  year. 

149.161.  Beginning  on  January  1,2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149. 160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  'amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  theTirst  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  be-foTe 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  firsf  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149.160.1. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  10,  2015 

The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 

RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210,  196,  & 149,  version  2 (2016-074) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • business  Services  • Elections  • Publications  • securities  - State  archives  • state  Library  • wolfner  Library 


Sincerely, 


- • /6-07Y 

County 

Page 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

1-0 

CZ3 

15. 

<>.  c!ri 

=2  -El 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  thatlsach  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County.  V\';  : H 

XT  ■ > 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUlCTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do  □ do  not  □ (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this day  of 

Signature  of  Notary 


Address  of  Affiant 
, A.D.  20 1_. 

Address  of  Notary 
My  commission  expires 


Notary  Public  (Seal) 


ik'oyi  . 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change,  . 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  196.1003,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections 
149.017  and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  210.102  and  196.1003  of  the  Revised  Statutes  of  Missouri  are  amended  and  sections  149.017  and  149.161  are  enacted,  to 
read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161.  and  certain  amendments  to  196.1003  and  210.102,  shall  be  referred  to  as  the  Early 
Childhood  Health  and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through 
regulation  of  tobacco  manufacturers  and  sellers.  This  Act: 

flf  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  increased  regulations  on  tobacco  manufacturers  and 
sellers. 


All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2.  It  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  inMissouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  inMissouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1.  2016,  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor's  office; 

(2)  A representative.from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups, faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4,  Beginning  on  January  1. 2017.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 

(1)  The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 


social  services; 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education; 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber: 

(4)  The  director  of  the  Missouri  head  start-state  collaborative  office: 


(51  Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate, 
the  three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the  citizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 


Citizens  appointed  under  subdivision  (51  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  powerto: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  thehouse  of  representatives  on  or  before  January  fifteenth  of  2018  and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 


(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 


(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 


(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  [and  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  improve,  employ, 
use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated; 


(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever 

situated;  ^ 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  oremployees  as  ^considers  neegsary  ; 

•QVk \ g rr\ 

(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  inwhich  its  business  imay^e 

transacted;  ' ' i-~  — 1 • _*J 
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(14)  Adopt  and  use  an  official  seal;  - — 2 

>„  : xr  ' — 1 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes;  rr 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(191  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section; 


(201  Provide  technical  assistance  to  grantees; 


(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state,  and 
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(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section, 

6.  Anv  grants  awarded  bv  the  coordinatinp  hoard  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(11  Increasing  access  to  existing  quality  early  childhood  development  programs; 

(21  Improving  the  quality  of  early  childhood  development  programs; 

(31  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages_birth  through  fivgi 

(41  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers; 

(61  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(71  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 

(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 


(21  Whether  the  project  or  activity  leverages  matching  dollars; 

(31  Whether  the  project  or  activity  addresses  needs  identified  bv  the  local  community;  and 
(41  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  bv  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

(11  Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff; 

(21  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  ofoutcomes  for  children  and  families  achieved 
bv  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  anv  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019.  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149.161  based  on  the 
established  residencvpopulation  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

(1)  Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149,161.  Interest  and  moneys  earned  on  the  fund  shall  be  credited  to  the  fund, 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

(11  Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(21  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  anv  other  state  department  or  agency  of  the  state: 

(31  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 


(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 

early  childhood; 
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No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  ( 1)  through  (4>  of  this  subsection. 

13.  Moneys  in  the  funds  mav  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fond.  Any  moneys  credited  to  and  placed  in  theearlv  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149. 161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1, 2016,  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1, 2017,  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  mav  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  mav  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1,  2017  shall  be  invalid  and  void. 


149,017.  1.  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149.015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A3  Beginning  January  1.  2017,  a tax  at  an  amount  equal  to  ten  mills  per  cigarette: 

(B3  Beginning  January  1, 2019,  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 

(C3  Beginning  January  1.  2021.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149,015  and  149.021. 
Stamped  cigarettes  in  the  possession  of  a retailer  before  any  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  any  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  mav  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  by  section 
210.102  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  bv  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  any  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 

5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this  section  and  section 
149. 161  mav  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1 ,5%3  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210, 102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149,161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1. 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 

shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund, 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
any  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections 
66.340  and  210.320.  has  been  directly  caused  bv  the  taxes  imposed  bv  this  section  and  section  149. 161.  an  amount  e^tfal  to  the 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobacco  taxes 
authorized  bv  sections  66.340  and  210.320  because  of  the  taxes  imposed  bv  this  section  and  section  149.161mav  be  appropriated 
bv  the  General  Assembly  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  to  the.appropriate 
fund  or  funds  or  political  subdivisions.  The  aggregate  amount  appropriated  to  such  funds  and  political  subdivisions  from  the  early 
childhood  health  and  education  trust  fund  for  any  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this 
section  and  section  149.161  during  that  same  year.  > jr- 
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149,161.  Beginning  on  January  1 , 20 1 7.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149.160,  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  by  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149,160.1. 

196.1003.  Requirements. 

Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State  (whether  directly  or  through  a distributor, 
retailer  or  similar  intermediary  or  intermediaries)  after  the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 
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(a)  become  a participating  manufacturer  (as  that  term  is  defined  in  section  II(jJ)  of  the  Master  Settlement  Agreement)  anti 
generally  perform  its  financial  obligations  under  the  Master  Settlement  Agreement;  or 

(b)  (1)  place  into  a qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question  the  following  amounts,  (as  such 
amounts  are  adjusted  for  inflation)  — 

1999:  $.0094241  per  unit  sold  after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year  thereafter:  $.0188482  per  unit  sold, 

(2)  A tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall  receive  the  interest  or  other 
appreciation  on  such  funds  as  earned.  Such  funds  themselves  shall  be  released  from  escrow  only  under  the  following 
circumstances  — 

(A)  to  pay  a judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product  manufacturer  by  the  State  or  any 
releasing  party  located  or  residing  in  the  State.  Funds  shall  be  released  from  escrow  under  this  subparagraph  (i)  in  the  order  in 
which  they  were  placed  into  escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under  such 
judgment  or  settlement; 

(B)  to  the  extent  that  a tobacco  product  manufacturer  establishes  that  the  amount  it  was  required  to  place  into  escrow  in  a 
particular  year  was  greater  than  the  State’s  allocable  share  of  the  total  payments  that  such  manufacturer  would  have  been  required 
to  make  in  that  year  under  the  Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master  Settlement 
Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3)  of  that  Agreement  other  than  the  Inflation 
Adjustment)  had  it  been  a participating  manufacturer,  the  percentage  determined  in  subdivision  (D)  of  the  excess  shall  be  released 
from  escrow  and  revert  back  to  such  tobacco  product  manufacturer;  or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be  released  from  escrow  and  revert  back  to 
such  tobacco  product  manufacturer  twenty-five  years  after  the  date  on  which  they  were  placed  into  escrow. 

(Dt  The  amount  in  subdivision  (B)  of  the  excess  released  from  escrow  shall  be:  for  units  sold  during  the  year  ending  on  December 
3 1 . 20 1 7.  eighty  percent:  for  units  sold  during  the  year  ending  on  December  31.2018.  sixty  percent:  for  units  sold  during  the  year 
ending  on  December  3 1 . 20 1 9.  forty  percent:  for  units  sold  during  the  year  ending  on  December  3 1 . 2020.  twenty  percent:  for 
units  sold  during  all  years  ending  on  or  after  December  3 1 . 202 1 . zero  percent. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this  subsection  shall  annually  certify  to 
the  Attorney  General  that  it  is  in  compliance  with  this  subsection.  The  Attorney  General  may  bring  a civil  action  on  behalf  of  the 
State  against  any  tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this  section.  Any  tobacco 
product  manufacturer  that  fails  [in  any  year]  to  place  into  escrow  the  funds  required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon 
a finding  of  a violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to  be  paid  to  the  early  childhood  health  and 
education  trust  fund  established  in  section  210.102rState’s  general  revenue  fund]  in  an  amount  not  to  exceed  5 percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount  not  to  exceed  100  percent  of  the  original 
amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a knowing  violation,  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a finding  of  a knowing  violation  of  this  [subsection]  requirement,  may  impose  a civil  penalty  to 
be  paid  to  the  early  childhood  health  and  education  trust  fund  established  in  section  210.1021State’s  general  revenue  fund]  in  an 
amount  not  to  exceed  1 5 percent  of  the  amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a total  amount 
not  to  exceed  300  percent  of  the  original  amount  improperly  withheld  from  escrow;  and 

(C)  in  the  case  of  a second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers  within  the  State  (whether 
directly  or  through  a distributor,  retailer  or  similar  intermediary)  for  a period  not  to  exceed  2 years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a separate  violation.  Any  tobacco  product 
manufacturer  that  violates  the  provisions  of  this  section  shall  pay  the  State’s  cost  and  attorney’s  fees  incurred  during  a successful 
prosecution  under  this  section. 


\ 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  1 0,  20 1 5 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Edward  Greim  regarding  a proposed  statutory  amendment  to 

Chapters  210  & 149,  version  1 (2016-073) 


Dear  Auditor  Galloway: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Edward  Greim  on  August  7,  201 5. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


VCs  * 

>'■ 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a 
term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to 
sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

ro 

ers 

^ cJ2 

15. 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  thafeach  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 

state  of  Missouri  and County.  rj  \ 

■ v 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  □ do  not  O (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of , A.D.  201 . 


Signature  of  Notary 


Address  of  Notary 


My  commission  expires 


Notary  Public  (Seal) 


Hs-07i> 

NOTICE:  You  are  advised  that  the  proposed  law  changes,  repeals,  or  modifies  by  implication,  or  may  be  construed  to  change, 
repeal  or  modify  by  implication,  the  following  provisions  of  the  Missouri  Revised  Statutes  — Sections  66.340,  66.350,  149.015, 
149.021,  149.065,  149.160,  210.102,  and  210.320.  The  proposed  law  enacts  two  new  sections,  to  be  known  as  sections  149  017 
and  149.161. 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  210.102  ofthe  Revised  Statutes  of  Missouri  is  amended  and  sections  149.017  and  149.161  are  enacted,  to  read  as  follows: 

210.102.  1.  Sections  149.017  and  149.161,  and  certain  amendments  to  210,102,  shall  be  referred  to  as  the  Early  Childhood  Health 
and  Education  Act,  with  the  purpose  of  supporting  and  improving  early  childhood  health  and  education  through  regulation  of 
tobacco  sellers.  This  Act: 


(1)  Creates  the  Early  Childhood  Health  and  Education  Trust  Fund  in  order  to  support  and  improve  early  childhood  health  and 
education  across  the  state: 

(2)  Reforms  the  Coordinating  Board  for  Early  Childhood  to  administer  the  Early  Childhood  Health  and  Education  Trust  Fund  and 
provide  grants  that  support  and  improve  early  childhood  health  and  education:  and 

(3)  Funds  the  Early  Childhood  Health  and  Education  Trust  Fund  through  revenue  derived  from  the  sale  of  tobacco  products. 

All  of  the  provisions  of  this  act  are  severable.  If  any  provision  of  this  act  is  found  by  a court  of  competent  jurisdiction  to  be 
unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  act  shall  be  and  remain  valid  and  in  full  force  and 
effect. 


2At  shall  be  the  duty  of  the  Missouri  children’s  services  commission  to: 

(1)  Make  recommendations  which  will  encourage  greater  interagency  coordination,  cooperation,  more  effective  utilization  of 
existing  resources  and  less  duplication  of  effort  in  activities  of  state  agencies  which  affect  the  legal  rights  and  well-being  of 
children  in  Missouri; 

(2)  Develop  an  integrated  state  plan  for  the  care  provided  to  children  in  this  state  through  state  programs; 

(3)  Develop  a plan  to  improve  the  quality  of  children's  programs  statewide.  Such  plan  shall  include,  but  not  be  limited  to: 

(a)  Methods  for  promoting  geographic  availability  and  financial  accessibility  for  all  children  and  families  in  need  of  such  services; 

(b)  Program  recommendations  for  children's  services  which  include  child  development,  education,  supervision,  health  and  social 
services; 

(4)  Design  and  implement  evaluation  of  the  activities  of  the  commission  in  fulfilling  the  duties  as  set  out  in  this  section; 

(5)  Report  annually  to  the  governor  with  five  copies  each  to  the  house  of  representatives  and  senate  about  its  activities  including, 
but  not  limited  to  the  following: 

(a)  A general  description  of  the  activities  pertaining  to  children  of  each  state  agency  having  a member  on  the  commission; 

(b)  A general  description  of  the  plans  and  goals,  as  they  affect  children,  of  each  state  agency  having  a member  on  the  commission; 

(c)  Recommendations  for  statutory  and  appropriation  initiatives  to  implement  the  integrated  state  plan; 

(d)  A report  from  the  commission  regarding  the  state  of  children  in  Missouri. 

[2.]3.  For  years  ending  on  or  before  December  3 1,  2016.  [There  is  hereby  established  within  the  children’s  services  commission] 
the  “Coordinating  Board  for  Early  Childhood”,  which  shall  constitute  a body  corporate  and  politic,  shall  be  established  within  the 
children’s  services  commission,  and  shall  include  but  not  be  limited  to  the  following  members: 

(1)  A representative  from  the  governor’s  office; 

(2)  A representative.ffom  each  of  the  following  departments:  health  and  senior  services,  mental  health,  social  services,  and 
elementary  and  secondary  education; 

(3)  A representative  of  the  judiciary; 

(4)  A representative  of  the  family  and  community  trust  board  (FACT); 

(5)  A representative  from  the  head  start  program; 

(6)  Nine  members  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  who  are  representatives  of  the  groups,  such 
as  business,  philanthropy,  civic  groups,  faith-based  organizations,  parent  groups,  advocacy  organizations,  early  childhood  service 
providers,  and  other  stakeholders.  The  coordinating  board  may  make  all  rules  it  deems  necessary  to  enable  it  to  conduct  its 
meetings,  elect  its  officers,  and  set  the  terms  and  duties  of  its  officers.  The  coordinating  board  shall  elect  from  amongst  its 
members  a chairperson,  vice  chairperson,  a secretary-reporter,  and  such  other  officers  as  it  deems  necessary.  Members  of  the  board 
shall  serve  without  compensation  but  may  be  reimbursed  for  actual  expenses  necessary  to  the  performance  of  their  official  duties 
for  the  board. 

4.  Beginning  on  January  1.  201 7.  the  coordinating  board  for  early  childhood,  which  shall  constitute  a body  corporate  and  politic, 
shall  be  established  within  the  department  of  elementary  and  secondary  education  and  shall  include  the  following  members: 


fn  The  director  or  the  director’s  designee  from  each  of  the  following  departments:  health  and  senior  services,  mental  health,  and 
social  services; 
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(2)  The  commissioner  or  the  commissioner’s  designee  from  the  department  of  elementary  and  secondary  education: 

(3)  Two  members  of  the  Missouri  general  assembly.  One  member  shall  be  the  chairman  of  the  joint  committee  on  education.  One 
member  shall  be  a member  of  the  joint  committee  on  education,  shall  be  from  a different  party  and  different  legislative  chamber 
than  the  chairman  of  the  joint  committee  on  education,  and  shall  be  appointed  by  the  elected  leader,  either  the  speaker  of  the 
house  of  representatives  or  the  president  pro  tempore  of  the  senate,  of  the  member’s  legislative  chamber; 

(4)  The  director  of  the  Misso_urj  head  start-state  collaborative  office; 

Six  citizens,  representing  each  of  the  following  areas:  early  childhood  education  and  development  providers,  local  head  start 
agencies,  higher  education,  business,  faith,  and  medicine.  The  Governor  shall  appoint,  with  the  advice  and  consent  of  the  senate- 
's three  citizens  representing  the  areas  of  medicine,  business,  and  higher  education.  The  state  board  of  education  shall  appoint 
the_c_itizens  representing  the  areas  of  early  childhood  education  and  development  providers,  local  head  start  agencies,  and  faith. 

Citizens  appointed  under  subdivision  (5)  shall  serve  a term  of  three  years.  Such  citizens  shall  be  eligible  to  serve  two  terms.  Such 
citizens  that  serve  a partial  term  of  less  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  two  full  terms.  Such 
citizens  that  serve  a partial  term  of  more  than  eighteen  months  shall  be  eligible  to  serve  the  partial  term  and  one  full  term. 

[3.]5.  The  coordinating  board  for  early  childhood  shall  have  the  powerto: 

(1)  Develop  a comprehensive  statewide  long-range  strategic  plan  for  a cohesive  early  childhood  system.  The  board  shall  review 
the  plan  each  year  and  make  amendments  to  the  plan  as  it  deems  necessary.  The  board  shall  submit  the  plan  to  the  governor,  the 
president  pro  tempore  of  the  senate,  and  the  speaker  of  the  house  of  representatives  on  or  before  January  fi  fteenth  of  20 1 8 and 
each  year  thereafter: 

(2)  Confer  with  public  and  private  entities  for  the  purpose  of  promoting  and  improving  the  development  of  children  from  birth 
through  age  five  of  this  state; 

(3)  Identify  legislative  recommendations  to  improve  services  for  children  from  birth  through  age  five; 

(4) Promote  coordination  of  existing  services  and  programs  across  public  and  private  entities; 

(5)  Promote  research-based  approaches  to  services  and  ongoing  program  evaluation; 

(6)  Identify  service  gaps  and  advise  public  and  private  entities  on  methods  to  close  such  gaps; 

(7)  Apply  for  and  accept  gifts,  grants,  appropriations,  loans,  or  contributions  to  the  coordinating  board  for  early  childhood  fund 
from  any  source,  public  or  private,  and  enter  into  contracts  or  other  transactions  with  any  federal  or  state  agency,  any  private 
organizations,  or  any  other  source  in  furtherance  of  the  purpose  of  subsections  3 through  1512  and  3]  of  this  section,  and  take  any 
and  all  actions  necessary  to  avail  itself  of  such  aid  and  cooperation; 

(8)  Direct  disbursements  and  grants  from  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and 
education  trust  fund  as  provided  in  this  section; 

(9)  Administer  the  coordinating  board  for  early  childhood  fund  and  the  early  childhood  health  and  education  trust  fund  land  invest 
any  portion  of  the  moneys  not  required  for  immediate  disbursement  in  obligations  of  the  United  States  or  any  agency  or 
instrumentality  of  the  United  States,  in  obligations  of  the  state  of  Missouri  and  its  political  subdivisions,  in  certificates  of  deposit 
and  time  deposits,  or  other  obligations  of  banks  and  savings  and  loan  associations,  or  in  such  other  obligations  as  may  be 
prescribed  by  the  board]; 

(10)  Purchase,  receive,  take  by  grant,  gift,  devise,  bequest  or  otherwise,  lease,  or  otherwise  acquire,  own,  hold,  impr6®e,  employ, 

use,  and  otherwise  deal  with  real  or  personal  property  or  any  interests  therein,  wherever  situated;  cj-' 
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(11)  Sell,  convey,  lease,  exchange,  transfer  or  otherwise  dispose  of  all  or  any  of  its  property  or  any  interest  therein,  wherever  , — 

situated;  _l_i  — 

»,  v,  — 

(12)  Employ  and  fix  the  compensation  of  an  executive  director  and  such  other  agents  oremployees  as  it  considers  necessary;  \ 
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(13)  Adopt,  alter,  or  repeal  by  its  own  bylaws,  rules,  and  regulations  governing  the  manner  in  which  its  business  may  be  'J_ 

transacted;  o 

(14)  Adopt  and  use  an  official  seal; 

( 1 5)  Assess  or  charge  fees  as  the  board  determines  to  be  reasonable  to  carry  out  its  purposes; 

(16)  Make  all  expenditures  which  are  incident  and  necessary  to  carry  out  its  purposes; 

(17)  Sue  and  be  sued  in  its  official  name; 

(18)  Take  such  action,  enter  into  such  agreements,  and  exercise  all  functions  necessary  or  appropriate  to  carry  out  the  duties  and 
purposes  set  forth  in  this  section; 

(19)  Contract  with  one  or  more  not-for-profits  to  meet  the  requirements  of  this  section: 

(20)  Provide  technical  assistance  to  grantees; 

(21)  Coordinate  with  parents,  community  leaders,  local  governments,  and  public  and  private  entities  to  improve  the  quality  of  and 
increase  access  to  early  childhood  development  programs  in  communities  throughout  the  state;  and 

(22)  Pursue  public  and  private  partnership  opportunities  that  are  consistent  with  the  objectives  of  subsection  6 of  this  section. 


6.  Any  grants  awarded  by  the  coordinating  board  for  early  childhood  shall  accomplish  one  or  more  of  the  following  objectives: 

(1)  Increasing  access  to  existing  quality  early  childhood  development  programs: 

(2)  Improving  the  quality  of  early  childhood  development  programs; 

O')  Increasing  access  to  preventive  health  care  and  health  and  developmental  screenings  for  children  ages  birth  through  five: 

(4)  Offering  parent  and  family  support  and  education  concerning  prenatal  development,  early  child  development,  numeracy,  and 
literacy: 

(51  Providing  professional  development  and  training  for  early  childhood  development  providers: 

(6)  Increasing  coordination  of  early  childhood  development  programs  and  public  information  about  the  importance  of  early 
childhood  development: 

(7)  Providing  evidenced-based  smoking  cessation  programs  for  pregnant  mothers. 

7.  The  coordinating  board  for  early  childhood  shall  consider  the  following  nonexclusive  factors  when  awarding  grants  as  provided 
in  this  section: 


(11  Whether  the  project  or  activities  will  improve  outcomes  for  children  ages  birth  through  five,  consistent  with  the  objectives  of 
this  section: 

(21  Whether  the  project  or  activity  leverages  matching  dollars: 

(31  Whether  the  project  or  activity  addresses  needs  identified  by  the  local  community:  and 
(4)  The  sustainability  of  the  project  or  activity. 

8.  The  coordinating  board  for  early  childhood  shall  establish  accountability  and  audit  requirements  for  all  grant  recipients, 
including  requirements  that  success  be  measured  by  outcomes  for  children  and  families. 

9.  It  shall  be  the  duty  of  the  coordinating  board  for  early  childhood  to: 

( 1 1 Establish  and  maintain  a conflict  of  interest  policy  for  its  members  and  staff: 

(2)  Prepare  an  annual  report  describing  the  activities  of  the  board  and  a description  of  outcomes  for  children  and  families  achieved 
by  the  board  and  grant  recipients,  including  a list  of  all  grant  recipients  and  the  amount  of  any  grants  awarded  to  such  recipients. 
The  board  shall  submit  the  report  to  the  governor,  the  president  pro  tempore  of  the  senate,  and  the  sneaker  of  thehouse  of 
representatives  on  or  before  January  fifteenth  of  each  year,  beginning  in  2019,  and  shall  provide  a copy  of  the  report  to  the 
secretary  of  state:  and 

(31  Ensure  a fair  and  equitable  distribution  of  funds  collected  as  provided  under  sections  149.017  and  149,161  based  on  the 
established  residency  population  of  children  ages  birth  through  five. 

10.  There  is  hereby  created  the  Coordinating  Board  for  Early  Childhood  Fund  which  shall  consist  of  the  following: 

( 1 ) Any  moneys  appropriated  by  the  general  assembly  for  use  by  the  board  in  carrying  out  the  powers  set  out  in  subsections  3 
through  912  and  3]  of  this  section; 

(2)  Any  moneys  received  from  grants  or  which  are  given,  donated,  or  contributed  to  the  fund  from  any  source; 

(3)  Any  moneys  received  as  fees  authorized  under  subsections  3 through  912  and  3]  of  this  section; 

(4)  Any  moneys  received  as  interest  on  deposits  or  as  income  on  approved  investments  ofthe  fund; 

(5)  Any  moneys  obtained  from  any  other  available  source.  Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  any 
moneys  remaining  in  the  coordinating  board  for  early  childhood  fund  at  the  end  of  the  biennium  shall  not  revert  to  the  credit  of  the 
general  revenue  fund. 

1 1.  There  is  hereby  created  the  Early  Childhood  Health  and  Education  Trust  Fund  which  shall  consist  of  all  moneys  collected  as 
provided  in  sections  149.017  and  149.161.  Interest  and  moneys  earned  on  the  hind  shall  be  credited  to  the  fond. 

12.  No  more  than  eight  percent  of  the  moneys  received  bv  the  early  childhood  health  and  education  trust  fund  shall  be  used  for 
administrative  expenses.  Eligible  administrative  expenses  shall  include  only  those  reasonable  and  necessary  for: 

( 1 ) Salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  bv  the  coordinating  board  for  early  childhood: 

(2)  Expenses  associated  with  cost  sharing  of  salaries,  fringe  benefits,  expenses,  and  equipment  of  staff  employed  or  contracted  bv 
the  coordinating  board  for  early  childhood  from  any  other  state  department  or  agency  of  the  state: 

(2)  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  contracting  with  not-for-profit  entities: 

(41  Expenses  of  the  coordinating  board  for  early  childhood  associated  with  audits  and  outcome  evaluations  of  programs  and 
activities  funded  under  this  section: 

(51  Expenses  of  grantees  associated  with  meeting  administrative  requirements  of  grants  established  bv  the  coordinating  board  for 
early  childhood: 

No  more  than  40%  of  administrative  expenses  shall  be  expended  on  items  (11  through  (41  of  this  subsection. 
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13.  Moneys  in  the  funds  may  be  invested  by  the  state  treasurer,  and  any  income  therefrom  shall  be  deposited  to  the  credit  of  the 
fund.  Any  moneys  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  shall  be  appropriated  and  used 
only  for  purposes  which  are  authorized  by  this  section  and  shall  not  be  subject  to  the  provisions  of  section  33.080. 

14.  The  net  proceeds  from  the  moneys  collected  as  provided  in  sections  149.017  and  149.161  shall  constitute  new  and  additional 
funding  for  the  activities,  initiatives,  and  programs  funded  bvthe  coordinating  board  for  early  childhood  and  shall  not  be  used  to 
replace  existing  funding  as  of  July  1,  2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

15.  Beginning  January  1.  2017.  the  department  of  elementary  and  secondary  education  and  the  coordinating  board  for  early 
childhood  may  adopt  such  rules,  statements  of  policy,  procedures,  forms,  and  guidelines  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that  is  created  under  the 
authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter 
536  and,  if  applicable,  section  536.028.  This  subsection  and  chapter  536  are  nonseverable  from  one  another,  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul 
a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or  adopted  after 
January  1.  2017  shall  be  invalid  and  void. 

149.017.  1,  In  addition  to  the  tax  levied  upon  the  sale  of  cigarettes  in  this  state  pursuant  to  section  149,015.  a tax  shall  be  levied 
upon  the  sale  of  cigarettes  applied  as  follows: 

(A)  Beginning  January  1,  2017.  a tax  at  an  amount  equal  to  ten  mills  per  ciparette- 

(B)  Beginning  January  1, 2019.  an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette:  and. 

(C)  Beginning  January  1 . 202 1 . an  additional  tax  at  an  amount  equal  to  seven  and  one-half  mills  per  cigarette. 

2.  The  tax  shall  be  evidenced  by  stamps  in  the  same  manner  as  cigarettes  stamped  pursuant  to  sections  149.015  and  149,021. 
Stamped  cigarettes  in  the  possession  of  a retailer  before  anv  phase  of  the  additional  tax  under  subsection  1 of  this  section  is 
imposed,  shall  not  be  subject  to  such  phase  of  the  additional  tax  before  retail  sale. 

3.  The  tax  on  anv  cigarettes  contained  in  packages  of  four,  ten,  twenty  or  similar  quantities  to  be  used  solely  for  distribution  as 
samples  shall  be  computed  on  a per  cigarette  basis  at  the  rate  set  forth  in  this  section,  and  payment  of  the  tax  shall  be  remitted  to 
the  director  at  such  time  and  in  such  manner  as  he  may  prescribe. 

4.  The  provisions  of  section  149.065  notwithstanding,  all  moneys  collected  as  a result  of  the  taxes  imposed  by  this  section  and 
section  149.161  shall  be  credited  to  and  placed  in  the  early  childhood  health  and  education  trust  fund  established  bv  section 

2 1 0. 1 02  as  said  moneys  are  received.  All  of  the  moneys  from  the  taxes  imposed  by  this  section  shall  be  kept  separate  from  the 
general  revenue  fund  as  well  as  anv  other  funds  or  accounts  in  the  state  treasury  and  shall  be  credited  to  and  placed  only  in  the 
early  childhood  health  and  education  trust  fund. 


5.  The  additional  actual  costs  incurred  bv  the  state  in  collecting  and  enforcing  the  taxes  imposed  by  this  section  and  section 

149.161  may  be  paid  from  moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  for  that  purpose,  not  to 
exceed  one  and  one  half  of  one  percent  (1.5%)  of  the  total  moneys  collected  in  that  fiscal  year.  Collection  and  enforcement 
activities  and  initiatives  that  are  paid  for  with  moneys  from  the  early  childhood  health  and  education  trust  fund  shall  be  conducted 
in  a fiscally  responsible  manner  in  order  to  maximize  the  net  proceeds  available  for  distribution  pursuant  to  section 

210.102.  Moneys  appropriated  from  the  early  childhood  health  and  education  trust  fund  pursuant  to  this  subdivision  shall  not  be 
used  to  pay  costs  that  are  not  additional  actual  costs  incurred  by  the  state  in  collecting  and  enforcing  the  taxes  imposed  bv  this 
section: 

6.  The  net  proceeds  from  the  taxes  imposed  bv  this  section  and  section  149.161  shall  constitute  new  and  additional  funding  for  the 
activities,  initiatives,  and  programs  described  in  section  210.102  and  shall  not  be  used  to  replace  existing  funding  as  of  July  1, 
2016.  for  the  same  or  similar  activities,  initiatives,  and  programs. 

7.  On  an  annual  basis,  the  director  of  the  department  of  revenue,  in  consultation  with  the  director  of  health  and  senior  services, 
shall  determine  whether  the  taxes  imposed  bv  this  section  and  section  149.161  have  resulted  in  a decrease  in  consumption  of 
tobacco  products  and  thereby  directly  caused  a reduction  in  the  amount  of  moneys  collected  and  deposited  into  the  fair  share  fund. 
the  health  initiatives  fund,  or  the  state  school  moneys  fund  pursuant  to  chapter  149,  RSMo  or  revenues  generated  froniHbcal 
tobacco  taxes  authorized  under  sections  66.340  and  210.320.  If  a reduction  in  the  amount  of  moneys  collected  and  deposited  into 
anv  of  those  funds  pursuant  to  chapter  149.  RSMo  or  revenues  generated  from  local  tobacco  taxes  authorized  under  sections  Q 
66.340  and  210.320,  has  been  directly  caused  bvthe  taxes  imposed  bv  this  section  and  section  149,161.  an  amount  equal  to  thfe: 
amount  of  moneys  that  were  not  collected  and  deposited  into  that  fund  or  funds  or  were  not  generated  bv  the  local  tobadco  taxes 
authorized  bv  sections  66.340  and  210,320  because  of  the  taxes  imposed  bv  this  section  and  section  149. 161  shall  be  transferred 
from  the  early  childhood  health  and  education  trust  fund  pursuant  to  section  210.102  to  the  appropriate  fund  or  funds  or'bolitical 
subdivisions.  The  aggregate  amount  transferred  to  such  funds  and  political  subdivisions  from  the  early  childhood  healtlTand 
education  trust  fund  for  anv  year  shall  not  exceed  three  percent  of  the  total  moneys  collected  pursuant  to  this  section  arid-section 

149. 161  during  that  same  year,  q 

149.161,  Beginning  on  January  1.  2017.  in  addition  to  the  tax  levied  on  the  first  sales  of  tobacco  products  other  than  cigarettes  in 
section  149, 160.  a tax  shall  be  levied  upon  the  first  sale  of  tobacco  products  other  than  cigarettes  within  this  state  in  the  amount  of 
five  percent  of  the  manufacturer’s  invoice  price  before  discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale 
within  the  state.  The  tax  on  tobacco  products  shall  be  at  the  rate  of  five  percent  of  the  manufacturer’s  invoice  price  before 
discounts  and  deals,  and  shall  be  paid  bv  the  person  making  the  first  sale  within  the  state.  Licensed  persons  making  first  sales 
shall  be  allowed  credit  in  accordance  with  the  provisions  of  section  149,160.1 , 


James  C.  Kirkpatrick 
State  Information  Center 
(573) 751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


(<KX7a, 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  10  (2016-072) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


RECEIVE! 

JUL  2 2 2015 


STATE  AUDITORS  OFl  i 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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County 

Page  No.  

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  lor  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kandcr,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and - County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 


jt ___ being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City.  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  or  Missouri 

and County- 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

. 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  10 

Be  it  enacted  by  the  people  of  the  Slate  of  Missouri: 

*****  m M0  5 * “ml  290  521 « scc*ion  ,o  be  known  as  section  290.520  is  enacted  to  „ad  as  follows; 

$ 290.502.  Minimum  wage  rate  - increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1, 2007,  even-  employer  shall  nav 

nr  Wa8eS  Ul  ‘hC  ra'e  f PCr  h°Ur’  °r  wages  at  the  samc  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 

p evading  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rale  per  hour  is  higher 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January'  1 , 2008,  and  on  January  I of  successive  years  by  the  increase  or 
decrease  in  the  cost  ol  living.  On  September  30. 2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
he  increase  or  decrease  in  the  cost  ol  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  Julv  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  L.S.  Department  ol  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents:  b 


^—Except  as  mayLhejjth^  to  sections  290  500  to  290.330,  notwithstanding  subsection  I of  this  scehon 

kJJ^Lveqanuary-  I 017  even-  employer  shall  pay  to  each  employee  wanes  at  the-  rate  of  $9  00  per  hour,  and  effective  January  I 

of  $,  i qq  „cr  hour  or  u-ai,c,s  at  lht;  ^ r;1„,  or 

mdc.r..lhc  provisionsjj!  Icderajhiwj^  iedcrjdjmnim.m^  to  those  covered  lobs  in  interstate  comm.-..,- 

w.hicjieygrrqtc  per  hour  iJLhigiMULheajdkf,  the  numnuim  uageirateshalLbe inoeased  or  decreased  on  January  I 2070  ;,nd  on"" 
J^niMyJjdsuce-essive  years.  p^thejneth^  if  the  federal  m mnnum  sta^T^.hoe,. 

ox  isjhctealicr  increased  above  the  minimum  wag^rate  then,  jneffect  under  this  subsection  the-  higher  federal  rai^.il  hnun^hT 
minimum  wagejat.e  tor  as  king  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the  method  set  forth  in  subsection  2 


9_ivcry  employer  that  is  a .public  body  shall  pav  to  us  employees  wages  at  the  rates  established  hv  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wages  at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  he 
sublet  to  the  requirements  of  subsections  I and  2 of  this  section.  As  used  in  this  .subsection,  a nuhlic  hodv  means  the  stale  of 
Missouri,  or  any  officer.  agency,  department,  bureau,  or  division,  hoard  or  commission  of  the  state,  or  any  municipality,  county. 
township^uthority.  district,  or  any  other  political  subdivision  of  or  within  the  state 


§ 290,512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

I No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  liny  percent  of  the  minimum  wage  rale  specified  in  sections  290  500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530.  the  difference  being  made  up  by  the 
employer. 

2 — Notwithstanding  subsection  I ol  this  section,  effective  January  I.  2017.  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  ol  gratuities  in  addition  to  wages  is  required  to  nav  wages  in  excess  of  sixty  percent  ofthe  minimum  wage 
rate  specified  m sections  290  500  to  290  530,  and  effective  January'  I.  2018  in  excess  of  eighty  percent  of  the  minimum  wage  rate 
specified  in  seel 1 1 ms  290  500  to  290.530.  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wane 
speeitied  in  sections  290  500  to  290,530,  the  difference  being  made  up  by  the  employer  Effective  January  I.  2019,  all  employers  of 
employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  will  he  required  to  pav  the  full  minimum  wage  specified  in 
sections  290,500  to  290.530 

3.  A public  hodv  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wages  is  repaired  to  pav  wages  at  the  rates  established  hv  subsection  2 of  this  section  only  provided  there  arc  appropriations  for  wages 
at  those  rates  If  appropriations  are  not  provided,  the  public  hodv  shall  continue  to  be  subject  to  the  requirements  of  subsection  1 of 
th  is  section As  used  in  this  subsection,  a public  hodv  is  defined  as  in  subsection  4 of  section  290  502 

|2  | 4_  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  ofthe  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  ofthe  employee. 

c_n 

§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring-limitation 

i 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290  500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  ofthe  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  lor  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury  The  employee  may  bring  any  legal  action  necessary'  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action  All  actions  for  the  collection  of any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  ofthe 
cause  of  action 

S 290  529  Severability 

All  the  provisions  of  sections  290500  to  290.530  are  severable  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290.500  to  290  330.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290.500  to  290.530  that  can  be  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-072) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $l,955.20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  and  $80,285  for  FY  2020. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  and  $53,680,575  for  FY  2019. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  and  $1 1.00  per  hour  for  calendar  year 
2019. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 


Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  and  263,690,724  units  for  Fiscal  Year  2019. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  and  $335,573  for  FY  2019. 

Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  and 
to  $1 1 per  hour  effective  January  1,  2019,  or  to  the  wages  at  the  same  rate(s)  set  under  the 
provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable  to  those 
covered  jobs  in  interstate  commerce,  whichever  is  higher  the  minimum  wage  shall  be 
updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  so  that  total  compensation  is  at  least  the 
minimum  wage  specified  in  290.500  to  290.530.  Effective  January  1,  2017  the 
department  would  pay  at  least  an  excess  of  sixty  percent  of  the  minimum  wage  rate. 


Effective  January  1,  2018  the  department  would  pay  at  least  an  excess  of  eighty  percent 
of  the  minimum  wage  rate.  Effective  January  1,  2019  the  department  would  pay  the 
minimum  wage. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $335,573  in  fiscal  year  2019. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 


Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$371,906;  and  3)  an  increase  to  $1  l/hour-$48 1,557.  This  reflects  pay  increases 
necessary  to  increase  hourly  and  salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 

Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $1 1.00  per  hour 
beginning  January  1,  2019.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  would  also  phase  in  a 
requirement  for  employers  of  employees  who  receive  and  retain  compensation  in  the 
form  of  gratuities  to  pay  the  full  minimum  wage  by  January  1,  2019. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 


1 http://www.bls.gov/cps/minwage2013.pdf 


This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$ 11.00/hr 

January  -June 

$1,464,340 

$4,407,549 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 

Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 

Officials  from  the  City  of  Kansas  City  indicated  approximately  150  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $11.00.  Under  this 
initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 

2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  and  $19,525.72  for  CY  2019 
(an  increase  of  $7,015.37). 

The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  and  $420,965  for  CY  2019. 


This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $11.00  per  hour  on 
January  1,  2019. 

Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $20-25  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 


13 


David  A.  Macpherson,  Ph.D. 
March  26,  2012 


Appendix  A 


Resume  and  Testimony  of 
David  A.  Macpherson,  Ph.D. 


DAVID  A.  MACPHERSON 


3/2012 


Home  Address 

125  Park  Drive 
San  Antonio,  TX  78212 
(210)-863-4808 

Citizenship:  U.S. 

E-mail:  David.Macpherson@trinitv.edii: 
davemacpherson  1 @vahoo  .com 
Webpage:  http://www.davemacpherson.com 

Ph.D.,  Economics,  The  Pennsylvania  State  University. 

B.S.,  Economics,  The  Pennsylvania  State  University. 

Current  Positions 

E.M.  Stevens  Professor  of  Economics,  Trinity  University,  2009- 
Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Previous  Positions 

Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU  2004-2009. 

Director,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  2003-2009. 

Abba  P.  Lemer  Professor  of  Economics,  FSU,  2000-2009. 

Professor,  Department  of  Economics,  Florida  State  University,  1996-2009. 

Director  of  Research,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1995-2000. 
Associate  Professor,  Department  of  Economics,  Florida  State  University,  1993-1996. 
Research  Associate,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1993-2001, 2003- 
2009. 

Visiting  Associate  Professor,  Department  of  Economics,  Florida  State  University,  1992- 
1993. 

Research  Affiliate,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1992-1993,  2001- 
2003. 

Associate  Professor,  Department  of  Economics,  Miami  University,  1991-1993. 

Assistant  Professor,  Department  of  Economics,  Miami  University,  1987-1991. 

Research  Areas 

Labor  Economics,  Labor  Market  Aspects  of  Pensions,  Labor  Unions,  Racial  and  Gender 
Differences  in  the  Labor  Market,  Minimum  Wage,  Deregulation. 


Office  Address 

Department  of  Economics 
Trinity  University 
One  Trinity  Place 
San  Antonio,  TX  78212 


16 


Teaching  Areas 

Principles  of  Microeconomics  and  Macroeconomics,  Intermediate  Microeconomics, 
Money  and  Banking,  Econometrics  (undergraduate  and  graduate),  Labor  Economics  and 
Labor  Relations  (undergraduate  and  graduate). 

Books 

Economics:  Private  and  Public  Choice,  14th  edition,  Southwestern:  Cincinnati,  OH,  2013, 
with  James  Gwartney,  Richard  Stroup,  and  Russell  Sobel.  Co-author  on  10th,  1 1th,  12th, 
and  13th  editions  as  well. 

Instructor’s  Manual  for  Economics:  Private  and  Public  Choice,  14th  edition, 
Southwestern:  Cincinnati,  OH,  2013.  Author  for  instructor’s  manual  for  10th,  11th,  12th, 
and  13th  editions  as  well. 

Union  Membership  and  Earnings  Data  Book:  Compilations  from  the  Current  Population 
Survey  (2011  Edition),  Bureau  of  National  Affairs,  Washington,  D.C.,  with  Barry  Hirsch. 

Previous  Editions:  Union  Membership  and  Earnings  Data  Book:  Compilations  from  the 
Current  Population  Survey  (Washington:  Bureau  of  National  Affairs,  1994-2010). 

Tables  derived  from  the  Data  Book  are  included  in  U.S.  Department  of  Commerce, 
Statistical  Abstract  of  the  United  States  2011,  130th  Edition  (Washington:  GPO,  201 1), 
Tables  663,  665;  Statistical  Abstract  of  the  United  States  2010,  129th  Edition 
(Washington:  GPO,  2010),  Tables  648,  650;  Statistical  Abstract  of  the  United  States 
2009,  128th  Edition  (Washington:  GPO,  2009),  Tables  642,  644;  Statistical  Abstract  of 
the  United  States  2008,  127th  Edition  (Washington:  GPO,  2008),  Tables  642,  644; 
Statistical  Abstract  of  the  United  States  2007,  126th  Edition  (Washington:  GPO,  2006), 
Tables  645,  647;  Statistical  Abstract  of  the  United  States  2006, 125th  Edition 
(Washington:  GPO,  2005),  Tables  647,  649;  Statistical  Abstract  2004-2005,  Tables  638, 
640;  Statistical  Abstract  2003,  Tables  656,  658;  Statistical  Abstract  2002,  Tables  628, 

630;  Statistical  Abstract  2001,  Tables  637,  639;  Statistical  Abstract  2000,  Tables  712, 
714;  Statistical  Abstract  1999,  Tables  718,  720;  Statistical  Abstract  1998,  Tables  712, 
714;  Statistical  Abstract  1997,  Tables  688,  690;  Statistical  Abstract  1996,  Tables  681, 
683;  Statistical  Abstract  1995,  Tables  695,  697;  and  in  U.S.  Department  of  Commerce, 
State  and  Metropolitan  Area  Data  Book,  1997-98,  5th  Edition  (Washington:  GPO,  1998), 
Table  A-22. 

Contemporary  Labor  Economics,  9th  edition,  McGraw-Hill:  New  York,  NY,  2010,  with 
Campbell  McConnell  and  Stanley  Brue.  Co-author  on  5th,  6 th,  7th,  and  8th  editions  as 
well. 

Pensions  and  Productivity,  W.E.  Upjohn  Institute  for  Employment  Research:  Kalamazoo, 
MI,  1998,  with  Christopher  Cornwell  and  Stuart  Dorsey. 


17 


Journal  Publications  (Economics) 

“Computing  Lost  Profits  in  Business  Interruption  Litigation:  A General  Model,”  Journal 
of Business  Valuation  and  Economic  Loss  Analysis,  forthcoming,  with  Stanley 
Stephenson  and  Gauri  Prakash-Canjels. 

“Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  Southern 
Economic  Journal , forthcoming,  April  2012,  with  William  Even. 

“Growth  of  Participant  Direction  in  Defined  Contribution  Plans,”  April  2010,  pp.  190- 
208,  Industrial  Relations,  with  William  Even. 

“Managing  Risk  Caused  by  Pension  Investments  in  Company  Stock,”  National  Tax 
Journal,  September  2009,  pp.  439-453,  with  William  Even. 

“Pension  Investments  in  Employer  Stock,”  Journal  of  Pension  Economics  and  Finance, 
March  2008,  pp.  67-93,  with  William  Even. 

“Defined  Contribution  Plans  and  the  Distribution  of  Pension  Wealth,”  Industrial 
Relations,  July  2007,  pp.  551-581,  with  William  Even. 

“Lost  Profits  Damages  to  New  Businesses:  Adjusting  for  Survival,”  Journal  of  Business 
Valuation  and  Economic  Loss  Analysis,  October  2006,  pp.  1-12,  with  Stanley 
Stephenson. 

“Determinants  and  Effects  of  Employer  Matching  Contributions  in  40 1 (k)  Plans,” 
Industrial  Relations,  July  2005,  pp.  525-549,  with  William  Even. 

"When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  Southern  Economic 
Journal,  July  2004,  pp.  182-200,  with  William  Even. 

“Company  Stock  in  Pension  Funds,"  National  Tax  Journal,  June  2004,  pp.  299-313,  with 
William  Even. 

“Wages,  Sorting  on  Skill,  and  the  Racial  Composition  of  Jobs,”  Journal  of  Labor 
Economics,  January  2004,  pp.  189-2 10,  with  Barry  Hirsch. 

“Racial  and  Ethnic  Differences  in  Pension  Wealth,”  Research  in  Labor  Economics,  2003, 
pp.  203-226,  with  William  Even. 

“Do  Terminated  Employees  Catch  Up?  Evidence  From  the  Displaced  Worker  Survey,” 
Journal  of  Forensic  Economics,  Spring/Summer  2003,  pp.  185-199,  with  Michael  Piette. 


18 


“Union  Membership  and  Coverage  Database  from  the  Current  Population  Survey:  Note,” 
Industrial  and  Labor  Relations  Review,  January  2003,  pp.  349-354,  with  Barry  Hirsch. 

“The  Wage  and  Employment  Dynamics  of  Minimum  Wage  Workers,”  Southern 
Economic  Journal,  January  2003,  pp.  676-690,  with  William  Even. 

“State-Level  Estimates  of  Union  Density,  1964  to  Present,”  Monthly  Labor  Review,  July 
2001,  pp.  51-55,  with  Barry  Hirsch  and  Wayne  Vroman  (accompanying  data  online). 

"The  Changing  Distribution  of  Pension  Coverage,"  Industrial  Relations,  April  2000,  pp. 
199-227,  with  William  Even. 

"Occupational  Age  Structure  and  Access  for  Older  Workers,"  Industrial  and  Labor 
Relations  Review,  April  2000,  pp.  401-418,  with  Barry  Hirsch  and  Melissa  Hardy. 

"Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market,"  Journal  of  Labor 
Economics,  January  2000,  pp.  125-155,  with  Barry  Hirsch. 

"Estimating  Wage  Differentials:  When  Does  Cost-of-Living  Matter?"  Economic  Inquiry, 
October  1999,  pp.  577-598,  with  Mike  DuMond  and  Barry  Hirsch. 

"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,”  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Contemporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  707-728,  with  William  Even. 

“The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,”  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hirsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 


"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 


27 


Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$86  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $188  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  9 (2016-071) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOLFNER  LIBRARY 


\(s~Cn  l r:? 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  . — County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition:  lama  registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  arc  correctly  written  after  my  name. 


(Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

|t , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

7.1  P 
CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . A.D.  201 . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notaiy  (Street,  City,  State  & Zip  Code) 


\Gr07 1 

Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  9 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  290.502, 290.51 2,  and  290.527  are  amended  and  a new  section  to  he  known  as  section  290.529  is  enacted  to  read  as  fol  lows' 

§ 290.502.  Minimum  wage  rate  - increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  elTecti vc  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  shall  be  increased  or  decreased  on  January  I,  2008.  and  on  January  I of  successive  years,  by  the  increase  or 

decrease  in  the  cost  of  living.  On  September  30. 2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  IJ.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents.  , 

3.  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290,530,  notwithstanding  subsection  I of  this  section, 
effective  January  1 , 20 1 7,  every  employer  shall  nav  to  each  employee  wages  at  the  rate  of  $9  00  per  hour,  and  effective  January  I , 
2018  at  the  rate  ofSIO.OO  per  hour,  and  effective  January  I.  2019  at  the  rale  of  SI  1.00  per  hour,  and  effective  January  I,  2020  at  the 
rate  of  $12.00  per  hour,  oi  wanes  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum 
watte  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher.  Thereafter,  the  minimum  watte  rate 
shall  he  increased  or  decreased  tin  January  1 , 202 1 , and  on  January  I of  successive  years,  per  the  method  set  forth  in  subsection  2 of 
this  section,  but,  if  the  federal  minimum  wane  rate  is  above  or  is  thereafter  increased  above  the  minimum  watte  rale  then  in  effect 
under  this  subsection,  the  higher  federal  rate  shall  become  the  minimum  watte  rale  for  as  long  as  it  remains  higher  and  shall  be 
increased  or  decreased  per  the  method  set  forth  in  subsection  2, 

4.  Every  employer  that  is  a public  body  shall  pay  to  its  employees  wattes  at  the  rates  established  by  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wattes  at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  1 and  2 of  this  section  As  used  in  this  subsection,  a public  body  means  the  slate  of 
Missouri,  or  any  officer,  agency.  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  any  municipality,  county- 
township.  authority,  district,  or  any  other  political  subdivision  of  or  within  the  state. 

§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1 . No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530.  the  di (Terence  being  made  up  by  the 
employer. 

2.  Notwithstanding  subsection  I of  this  section,  effective  January  1 . 20 1 1.  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wages  is  reouired  to  nav  wages  in  excess  of  sixty  percent  of  the  minimum  wage 
rale  specified  in  sections  290.500  to  290.530,  and  effective  January  1 , 20 1 8 in  excess  of  eighty  percent  of  the  minimum  waue  rate 
specified  in  sections  290,500  to  290.530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  waue 
specified  in  sections  290,500  to  290  530,  the  difference  being  made  up  bv  the  employer.  Effective  January  1. 2019,  all  employers  of 
employees  wrho  receive  and  retain  compensation  in  the  form  of  annuities  will  be  required  to  pay  the  full  minimum  waue  specified  in 
sections  290  500  to  290.530. 


3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wanes  is  reouired  to  nav  wanes  at  the  rates  established  bv  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wattes 
at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  he  subject  to  the  requirements  of  subsection  I of 
this  section  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290  502 

|2.  j 4.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee 

§ 290.527.  Action  for  underpayment  of  wages,  employ  ee  may  bring— limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  |equalj  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary'  to 
collect  the  claim  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action.  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the 
cause  of  action. 

3 290,529.  Severability 

All  the  provisions  of  sections  290,500  to  290  530  are  severable  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290  500  to  290,530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  bv  a 
court  of  competent  mrisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  290  530  that  can  he  given  ctfect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 
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Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $l,955.20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14, 238.61/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  and  $267,534  for  FY  2021. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  and  $87,815,607  for  FY  2020. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  and  $12.00  per  hour  for  calendar  year  2020. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 


Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  and 
288,445,846  units  for  Fiscal  Year  2020. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  and  $381,796  for  FY  2020. 

Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  and  to  $12  per  hour  effective  January  1,  2020,  or 
to  the  wages  at  the  same  rate(s)  set  under  the  provisions  of  federal  law  as  the  prevailing 
federal  minimum  age  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever 
is  higher  the  minimum  wage  shall  be  updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 


Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  so  that  total  compensation  is  at  least  the 
minimum  wage  specified  in  290.500  to  290.530.  Effective  January  1,  2017  the 
department  would  pay  at  least  an  excess  of  sixty  percent  of  the  minimum  wage  rate. 
Effective  January  1,  2018  the  department  would  pay  at  least  an  excess  of  eighty  percent 
of  the  minimum  wage  rate.  Effective  January  1,  2019  the  department  would  pay  the 
minimum  wage. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $381,796  in  fiscal  year  2020. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 


Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$481,557;  and  4)  an  increase  to  $12/hour- 
$632,118.  This  reflects  pay  increases  necessary  to  increase  hourly  and  salaried  pay  rates 
to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 

Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $12.00  per  hour 
beginning  January  1,  2020.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  would  also  require 
employers  of  employees  who  receive  and  retain  compensation  in  the  fonn  of  gratuities  to 
pay  the  full  minimum  wage  by  January  1,  2019. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 


• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage;1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 


1 http://www.bls.gov/cps/minwage2013.pdf 


ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 

Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  165  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $12.00.  Under  this 
initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 


2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 


Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  and  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32). 

The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  and  $706,298  for 
CY  2020. 

This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $12.00  per  hour  on 
January  1,  2020. 

Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $30-35  million  after  all  rate  increases  were 
implemented. 


Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$140  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  8 (2016-070) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Or 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • business  services  • Elections  • publications  • Securities  • State  archives  • State  library  • wolfner  Library 


County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  _ County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition:  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


JOfficial  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

|, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Primed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

fl. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of . A.D.  201 , 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Ks-070 

Statutory  Amendment  to  Chapter  290,  RSiVIo,  Relating  to  the  Minimum  Wage,  Version  8 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  290.502, 290.5 1 2,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290  529  is  enacted  to  read  as  fol  lows: 

§ 290.502.  Minimum  wage  rate  — increase  or  decrease,  when 

I .  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1. 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rale  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January  1 , 2008,  and  on  January'  1 of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30,  2007.  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  VV  age  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  US.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents 

3.  Except  as  mav  be  otherwise  provided  pursuant  to  sections  290. 500  to  290, 530,  notwithstanding  subsection  I of  this  section, 
effective  January  1 , 20 1 7.  every'  employer  shall  pay  to  each  employee  wanes  at  the  rate  of  $9,00  per  hour,  and  effective  January  I , 

2018  at  the  rate  of  $1000  per  hour,  and  effective  January-  1 . 2019  at  the  rate  of  SI  1.00  per  hour,  and  effective  January  1. 2020  at  the 
rale  of  $12.00  per  hour,  and  effective  January'  I,  2021  at  the  rate  of$13.00  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the 
provisions  of  federal  law  as  the  prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever 
rate  per  hour  is  higher.  Thcrealter.  the  minimum  wane  rate  shall  be  increased  or  decreased  on  January  I,  2022.  and  on  January  I of 
successive  years,  per  the  method  set  forth  in  subsection  2 of  this  section:  but,  if  the  federal  minimum  wage  rate  is  above  or  is 
thereafter  increased  above  the  minimum  wane  rate  then  in  effect  under  this  subsection,  the  higher  federal  rate  shall  become  the 
minimum  wage  rate  for  as  lone  as  it  remains  higher  and  shall  he  increased  or  decreased  per  the  method  set  forth  in  subsection  2 

4.  Every  employer  that  is  a public  body  shall  pav  to  its  employees  wanes  at  the  rates  established  by  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wages  at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  I and  2 of  this  section.  As  used  in  this  subsection,  a public  body  means  the  state  of 
Missouri,  or  any  ofllcer,  aaenev.  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  any  municipality,  county. 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  stale. 


§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the 
employer. 

2,  Notwithstanding  subsection  I of  this  section,  effective  January  1. 2017,  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to  pav  wages  in  excess  of  sixty  percent  of  the  minimum  wage 
rate  specilied  in  sections  290, 500  to  290.530,  and  effective  January  I.  2018  in  excess  of  eighty  percent  of  the  minimum  wage  rate 
spec i tied  in  sections  290,500  to  290,530.  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wane 
specified  in  sections  290  500  to  290,530.  the  difference  being  made  up  bv  the  employer.  Effective  January  I,  2019,  all  employers  of 
employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  will  be  required  to  pav  the  full  minimum  wage  specified  in 
sections  290.500  to  290,530. 


3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  i n addition  to 
wages  is  retniired  to  pav  wages  at  the  rates  established  bv  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wages 
at  those  rales.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be  subject  to  the  requirements  of  subsection  I of 
this  section  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290  502 


[2]  4.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  seclion£290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  dircctorshall  provide3»y 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  tobc  paid 
under  the  provisions  of  sections  290  500  to  290.530  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee 

§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring— limitation 


co 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action.  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the 
cause  of  action. 


290,529  Severability 

All  the  provisions  of  sections  290  500  to  290  530  are  severable  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290.500  to  290.530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  bv  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  290. 530  that  can  he  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-070) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $1,955. 20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14,238.6 1/yr 

• $13. 00/hr  = $39,318.02/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021,  and 
$523,044  for  FY2022. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  $87,815,607  for  FY  2020,  and  $127,886,685  for 
FY  2021. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  and  $13.00  per  hour  for  calendar  year 
2021. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 


Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  288,445,846 
units  for  Fiscal  Year  2020;  and  315,524,964  units  for  FY  2021. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020,  and 
$533,892  for  FY2021. 

Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1,  2020,  and  to 
$13  per  hour  effective  January  1,  2021,  or  to  the  wages  at  the  same  rate(s)  set  under  the 
provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable  to  those 


covered  jobs  in  interstate  commerce,  whichever  is  higher  the  minimum  wage  shall  be 
updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  so  that  total  compensation  is  at  least  the 
minimum  wage  specified  in  290.500  to  290.530.  Effective  January  1,  2017  the 
department  would  pay  at  least  an  excess  of  sixty  percent  of  the  minimum  wage  rate. 
Effective  January  1,  2018  the  department  would  pay  at  least  an  excess  of  eighty  percent 
of  the  minimum  wage  rate.  Effective  January  1,  2019  the  department  would  pay  the 
minimum  wage. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $533,892  in  fiscal  year  2021. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

2021  @ $ 13.00/hr.  $46,755  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$48 1,557;  4)  an  increase  to  $12/hour- 
$632,118;  and  5)  an  increase  to  $13/hour-$79 1,089.  This  reflects  pay  increases  necessary 
to  increase  hourly  and  salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 

Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $13.00  per  hour 
beginning  January  1,  2021.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  would  also  phase  in  a 
requirement  for  employers  of  employees  who  receive  and  retain  compensation  in  the 
form  of  gratuities  to  pay  no  less  than  60%  of  the  full  minimum  wage,  beginning  January 
1,  2017  and  100%  of  the  full  minimum  wage  by  January  1,  2021. 


Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 


1 http://www.bls.gov/cps/minwage2013.pdf 


activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 

Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

1/21 

$13 

$3,938,012 

$837,188 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  195  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $13.00.  Under  this 


initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 

2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 

2021  ($  13/hr):  $178,000 

Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32),  and 
$37,202.50  for  CY  2021  (an  increase  of  $9,366.46). 

The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  $706,298  for  CY 
2020,  and  $1,196,768  for  CY  2021. 

This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $13.00  per  hour  on 
January  1,  2021. 

Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $40-50  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 


7 


TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$216  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  more  than  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573  ) 751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  7 (2016-069) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  • Business  Services  • Elections  • Publications  • Securities  • State  archives  • State  Library  • Wolfner  library 


Sincerely. 


Jason  Kander 


County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  - — County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition:  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title) 


CIRCULATOR  S AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF. 

, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & 7. ip  Code) 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  20 1_ . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  7 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 


Sections  290.502, 290.512,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  follows 
§ 290.502  Minimum  wage  rate  --  increase  or  decrease,  when 

I . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1 . 2007.  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January  1, 2008,  and  on  January  I of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  US  Department  of  Labor  or  its  successor  agency,  with  the  amount  ofthe  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  live  cents. 

3 Except  as  may  be  otherwise  provided  pursuant  to  sections  290  500  to  290  530,  notwithstanding  subsection  I of  this  section, 
effective  January  I,  2017.  every  employer  shall  pay  to  each  employee  wages  at  the  rate  of  $9.00  per  hour,  and  elfective  January  1, 
2018  at  the  rate  of  $10  00  per  hour,  and  effective  January  I,  2019  at  Ihe  rate  of  SI  1.00  per  hour,  and  effective  January  1.  2020  at  the 
rale  of  $12  00  per  hour,  and  effective  January  I.  2021  at  the  rate  of  $13  00  per  hour,  and  effective  January  I.  2022  at  the  rale  of  $14 .00 
per  hour,  or  wanes  at  the  same  rale  or  rales  set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  watte  applicable 
to  those  covered  lobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher  I hereafter.  the  minimum  wane  rale  shall  be  increased 
or  decreased  on  January  1 , 2023.  and  on  January  I of  successive  years,  per  the  method  set  forth  in  subsection  2 of  this  section:  but,  if 
the  federal  minimum  wane  rale  is  above  or  is  therealler  increased  above  the  minimum  wane  rate  then  in  effect  under  this  subsection, 
the  higher  federal  rate  shall  become  the  minimum  wane  rale  for  as  long  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the 
method  set  forth  in  subsection  2 


4.  Every  employer  that  is  a public  body  shall  pay  to  its  employees  wanes  at  the  rales  established  bv  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wanes  at  those  rates.  If  appropriations  arc  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  I and  2 of  this  section.  As  used  in  this  subsection,  a public  body  means  the  stale  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  stale,  or  anv  municipality,  county- 
township,  aut horitv.  district,  or  anv  other  political  subdivision  of  or  within  the  state 

§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 


I.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  ofthe  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the 
employer. 

2 Notwithstanding  subsection  I of  this  section,  effective  January  1 . 20 1 7.  no  cmnlover  of  anv  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wanes  is  required  to  nav  wanes  in  excess  of  sixty  percent  ofthe  minim  um  wane 
rate  specified  in  sections  290.500  to  290  530,  and  effective  January  I.  2018  in  excess  of  eighty  percent  ofthe  minimum  wane  rate 
specified  in  sections  290,500  to  290,330.  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wane 
specified  in  sections  290.500  to  290  530.  the  difference  being  made  up  bv  the  cmnlover.  Effective  January  1, 2019,  all  employers  of 
employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  will  be  required  to  pav  the  full  minimum  wane  specified  in 
sections  290.500  to  290.530. 


3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wages  is  required  to  pay  wanes  at  the  rates  established  by  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wanes 
at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  he  subject  to  the  requirements  of  subsection  I of 
this  section.  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290  502 


[2.J  4 If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  ofthe  goods  and  sendees  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  ofthe  goods  and  services  shall  be  computed  on  a weekly  basis  The  director  shall  providdiJy 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  ofthe  wages  otherwise  required®  be  paid 
under  the  provisions  of  sections  290.5(H)  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  ofthe  employee. 

tN>  • 


§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring— limitation 

~T) 


Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  ofthe  wage  rate  and  an  additional  [equal]  Uniount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  agd;  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  Ihe  court  or  jury  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two)  three  years  ofthe  accrual  ofthe 
cause  of  action 


ti  290.529.  Severability 

All  the  provisions  of  sections  290  500  to  290. 530  arc  severable.  If  anv  provision,  including  anv  section,  subsection,  subdivision. 
paragraph,  sentence,  or  clause,  of  sections  290.500  to  290  530.  or  the  application  thereof  to  anv  person  or  circumstance,  is  found  bv  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  29ft  530  that  can  be  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-069) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $1,955. 20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14,238.6 1/yr 

• $13. 00/hr  = $39,318.02/yr 

• $ 14.00/hr  = $78, 388.75/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021, 
$1,164,782  for  FY  2022,  and  $641,738  for  FY  2023. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  $87,815,607  for  FY  2020,  $127,886,685  for  FY 
2021,  and  $174,707,511  for  FY  2022. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  $13.00  per  hour  for  calendar  year  2021, 
and  $14.00  per  hour  for  calendar  year  2022. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 


• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  288,445,846 
units  for  Fiscal  Year  2020;  315,524,964  units  for  FY  2021;  and  345,146,253  units  for 
FY  2022. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

• The  implementation  date  is  1/1/2022  for  $14.00  per  hour  for  calendar  year  2022. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020, 
$533,892  for  FY2021,  and  $931,422  for  FY  2022. 


Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1,  2020,  to  $13 
per  hour  effective  January  1,  2021,  and  to  $14  per  hour  effective  January  1,  2022,  or  to 
the  wages  at  the  same  rate(s)  set  under  the  provisions  of  federal  law  as  the  prevailing 
federal  minimum  age  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever 
is  higher  the  minimum  wage  shall  be  updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  so  that  total  compensation  is  at  least  the 
minimum  wage  specified  in  290.500  to  290.530.  Effective  January  1,  2017  the 
department  would  pay  at  least  an  excess  of  sixty  percent  of  the  minimum  wage  rate. 
Effective  January  1,  2018  the  department  would  pay  at  least  an  excess  of  eighty  percent 
of  the  minimum  wage  rate.  Effective  January  1,  2019  the  department  would  pay  the 
minimum  wage. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $93 1,422  in  fiscal  year  2022. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 


They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

2021  @ $ 13.00/hr.  $46,755  annual 

2022  @ $14. 00/hr.  $62,340  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$481,557;  4)  an  increase  to  $12/hour- 
$632,1 18;  5)  an  increase  to  $13/hour-$79 1,089;  and  6)  an  increase  to  $14/hour-$850,229. 
This  reflects  pay  increases  necessary  to  increase  hourly  and  salaried  pay  rates  to  the 
proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 


Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $14.00  per  hour 
beginning  January  1,  2022.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  also  requires  employers 
of  employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  to  pay  the 
full  minimum  wage  beginning  January  1,  2019. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

2022 

$ 13.00/hr 

July  - December 

$ 14.00/hr 

January  - June 

$34,452,207 

$63,042,619 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 


1 http://www.bls.gov/cps/minwage2013.pdf 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 


Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

1/21 

$13 

$3,938,012 

$837,188 

1/22 

$14 

$4,929,800 

$991,788 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  200  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $14.00.  Under  this 
initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 


2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 

2021  ($  13/hr):  $178,000 

2022  ($  14/hr):  $197,000 


Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32),  $37,202.50 
for  CY  2021  (an  increase  of  $9,366.46),  and  $48,103.75  for  CY  2022  (an  increase  of 
$10,901.25). 


The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  $706,298  for  CY 
2020,  $1,196,768  for  CY  2021,  and  $2,704,098  for  CY  2022. 


This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $14.00  per  hour  on 
January  1,  2022. 


Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $50-60  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 


7 


TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 


9 


suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 


13 


David  A.  Macpherson,  Ph.D. 
March  26,  2012 


Appendix  A 


Resume  and  Testimony  of 
David  A.  Macpherson,  Ph.D. 


DAVID  A.  MACPHERSON 


3/2012 


Home  Address 

125  Park  Drive 
San  Antonio,  TX  78212 
(210)-863-4808 

Citizenship:  U.S. 

E-mail:  David.Macpherson@trinitv.edii: 
davemacpherson  1 @vahoo  .com 
Webpage:  http://www.davemacpherson.com 

Ph.D.,  Economics,  The  Pennsylvania  State  University. 

B.S.,  Economics,  The  Pennsylvania  State  University. 

Current  Positions 

E.M.  Stevens  Professor  of  Economics,  Trinity  University,  2009- 
Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Previous  Positions 

Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU  2004-2009. 

Director,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  2003-2009. 

Abba  P.  Lemer  Professor  of  Economics,  FSU,  2000-2009. 

Professor,  Department  of  Economics,  Florida  State  University,  1996-2009. 

Director  of  Research,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1995-2000. 
Associate  Professor,  Department  of  Economics,  Florida  State  University,  1993-1996. 
Research  Associate,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1993-2001, 2003- 
2009. 

Visiting  Associate  Professor,  Department  of  Economics,  Florida  State  University,  1992- 
1993. 

Research  Affiliate,  Pepper  Institute  on  Aging  and  Public  Policy,  FSU,  1992-1993,  2001- 
2003. 

Associate  Professor,  Department  of  Economics,  Miami  University,  1991-1993. 

Assistant  Professor,  Department  of  Economics,  Miami  University,  1987-1991. 

Research  Areas 

Labor  Economics,  Labor  Market  Aspects  of  Pensions,  Labor  Unions,  Racial  and  Gender 
Differences  in  the  Labor  Market,  Minimum  Wage,  Deregulation. 


Office  Address 

Department  of  Economics 
Trinity  University 
One  Trinity  Place 
San  Antonio,  TX  78212 


16 


Teaching  Areas 

Principles  of  Microeconomics  and  Macroeconomics,  Intermediate  Microeconomics, 
Money  and  Banking,  Econometrics  (undergraduate  and  graduate),  Labor  Economics  and 
Labor  Relations  (undergraduate  and  graduate). 

Books 

Economics:  Private  and  Public  Choice,  14th  edition,  Southwestern:  Cincinnati,  OH,  2013, 
with  James  Gwartney,  Richard  Stroup,  and  Russell  Sobel.  Co-author  on  10th,  1 1th,  12th, 
and  13th  editions  as  well. 

Instructor’s  Manual  for  Economics:  Private  and  Public  Choice,  14th  edition, 
Southwestern:  Cincinnati,  OH,  2013.  Author  for  instructor’s  manual  for  10th,  11th,  12th, 
and  13th  editions  as  well. 

Union  Membership  and  Earnings  Data  Book:  Compilations  from  the  Current  Population 
Survey  (2011  Edition),  Bureau  of  National  Affairs,  Washington,  D.C.,  with  Barry  Hirsch. 

Previous  Editions:  Union  Membership  and  Earnings  Data  Book:  Compilations  from  the 
Current  Population  Survey  (Washington:  Bureau  of  National  Affairs,  1994-2010). 

Tables  derived  from  the  Data  Book  are  included  in  U.S.  Department  of  Commerce, 
Statistical  Abstract  of  the  United  States  2011,  130th  Edition  (Washington:  GPO,  201 1), 
Tables  663,  665;  Statistical  Abstract  of  the  United  States  2010,  129th  Edition 
(Washington:  GPO,  2010),  Tables  648,  650;  Statistical  Abstract  of  the  United  States 
2009,  128th  Edition  (Washington:  GPO,  2009),  Tables  642,  644;  Statistical  Abstract  of 
the  United  States  2008,  127th  Edition  (Washington:  GPO,  2008),  Tables  642,  644; 
Statistical  Abstract  of  the  United  States  2007,  126th  Edition  (Washington:  GPO,  2006), 
Tables  645,  647;  Statistical  Abstract  of  the  United  States  2006, 125th  Edition 
(Washington:  GPO,  2005),  Tables  647,  649;  Statistical  Abstract  2004-2005,  Tables  638, 
640;  Statistical  Abstract  2003,  Tables  656,  658;  Statistical  Abstract  2002,  Tables  628, 

630;  Statistical  Abstract  2001,  Tables  637,  639;  Statistical  Abstract  2000,  Tables  712, 
714;  Statistical  Abstract  1999,  Tables  718,  720;  Statistical  Abstract  1998,  Tables  712, 
714;  Statistical  Abstract  1997,  Tables  688,  690;  Statistical  Abstract  1996,  Tables  681, 
683;  Statistical  Abstract  1995,  Tables  695,  697;  and  in  U.S.  Department  of  Commerce, 
State  and  Metropolitan  Area  Data  Book,  1997-98,  5th  Edition  (Washington:  GPO,  1998), 
Table  A-22. 

Contemporary  Labor  Economics,  9th  edition,  McGraw-Hill:  New  York,  NY,  2010,  with 
Campbell  McConnell  and  Stanley  Brue.  Co-author  on  5th,  6 th,  7th,  and  8th  editions  as 
well. 

Pensions  and  Productivity,  W.E.  Upjohn  Institute  for  Employment  Research:  Kalamazoo, 
MI,  1998,  with  Christopher  Cornwell  and  Stuart  Dorsey. 


17 


Journal  Publications  (Economics) 

“Computing  Lost  Profits  in  Business  Interruption  Litigation:  A General  Model,”  Journal 
of Business  Valuation  and  Economic  Loss  Analysis,  forthcoming,  with  Stanley 
Stephenson  and  Gauri  Prakash-Canjels. 

“Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  Southern 
Economic  Journal , forthcoming,  April  2012,  with  William  Even. 

“Growth  of  Participant  Direction  in  Defined  Contribution  Plans,”  April  2010,  pp.  190- 
208,  Industrial  Relations,  with  William  Even. 

“Managing  Risk  Caused  by  Pension  Investments  in  Company  Stock,”  National  Tax 
Journal,  September  2009,  pp.  439-453,  with  William  Even. 

“Pension  Investments  in  Employer  Stock,”  Journal  of  Pension  Economics  and  Finance, 
March  2008,  pp.  67-93,  with  William  Even. 

“Defined  Contribution  Plans  and  the  Distribution  of  Pension  Wealth,”  Industrial 
Relations,  July  2007,  pp.  551-581,  with  William  Even. 

“Lost  Profits  Damages  to  New  Businesses:  Adjusting  for  Survival,”  Journal  of  Business 
Valuation  and  Economic  Loss  Analysis,  October  2006,  pp.  1-12,  with  Stanley 
Stephenson. 

“Determinants  and  Effects  of  Employer  Matching  Contributions  in  40 1 (k)  Plans,” 
Industrial  Relations,  July  2005,  pp.  525-549,  with  William  Even. 

"When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  Southern  Economic 
Journal,  July  2004,  pp.  182-200,  with  William  Even. 

“Company  Stock  in  Pension  Funds,"  National  Tax  Journal,  June  2004,  pp.  299-313,  with 
William  Even. 

“Wages,  Sorting  on  Skill,  and  the  Racial  Composition  of  Jobs,”  Journal  of  Labor 
Economics,  January  2004,  pp.  189-2 10,  with  Barry  Hirsch. 

“Racial  and  Ethnic  Differences  in  Pension  Wealth,”  Research  in  Labor  Economics,  2003, 
pp.  203-226,  with  William  Even. 

“Do  Terminated  Employees  Catch  Up?  Evidence  From  the  Displaced  Worker  Survey,” 
Journal  of  Forensic  Economics,  Spring/Summer  2003,  pp.  185-199,  with  Michael  Piette. 


18 


“Union  Membership  and  Coverage  Database  from  the  Current  Population  Survey:  Note,” 
Industrial  and  Labor  Relations  Review,  January  2003,  pp.  349-354,  with  Barry  Hirsch. 

“The  Wage  and  Employment  Dynamics  of  Minimum  Wage  Workers,”  Southern 
Economic  Journal,  January  2003,  pp.  676-690,  with  William  Even. 

“State-Level  Estimates  of  Union  Density,  1964  to  Present,”  Monthly  Labor  Review,  July 
2001,  pp.  51-55,  with  Barry  Hirsch  and  Wayne  Vroman  (accompanying  data  online). 

"The  Changing  Distribution  of  Pension  Coverage,"  Industrial  Relations,  April  2000,  pp. 
199-227,  with  William  Even. 

"Occupational  Age  Structure  and  Access  for  Older  Workers,"  Industrial  and  Labor 
Relations  Review,  April  2000,  pp.  401-418,  with  Barry  Hirsch  and  Melissa  Hardy. 

"Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market,"  Journal  of  Labor 
Economics,  January  2000,  pp.  125-155,  with  Barry  Hirsch. 

"Estimating  Wage  Differentials:  When  Does  Cost-of-Living  Matter?"  Economic  Inquiry, 
October  1999,  pp.  577-598,  with  Mike  DuMond  and  Barry  Hirsch. 

"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,”  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Contemporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  707-728,  with  William  Even. 

“The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,”  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hirsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 


"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 


19 


"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$305  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  more  than  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  6 (2016-068) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet.  . •’ 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  • WOLFNER  LIBRARY 


County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city 

of  St  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  he  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title] 


STATE  OF  MISSOURI,  COUNTY  OF 


CIRCULATOR  S AFFIDAVIT 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and  County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of_ , A.D.  201 . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


ICfrCXoS 

Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  290.502, 290.5 1 2,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  fol  lows: 

§ 290.502.  Minimum  wage  rate  --  increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  shall  be  increased  or  decreased  on  January  1. 2008,  and  on  January  I of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30. 2007.  and  on  each  September  30  of each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents 


3 Except  as  mav  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530.  notwilhstandiiu!  subsection  I of  this  section, 
effective  January  1 . 20 1 7.  every  employer  shall  pay  to  each  employee  wanes  at  the  rate  of  $9  Of)  per  hour,  and  effective  January  I . 
2018  at  the  rale  of  $10.00  per  hour,  and  effective  January  1 , 2019  at  the  rate  of  SI  1 .00  per  hour,  and  effective  January  I.  2020  at  the 
rate  of  $12.00  per  hour,  and  effective  January  I,  2021  at  the  rate  of  SI  3.00  per  hour,  and  effective  January  I,  2022  at  the  rate  of  $14.00 
per  hour,  and  effective  January  1 . 2023  at  the  rale  of  $ 1 5.00  per  hour,  or  wanes  at  the  same  rate  or  rales  set  under  the  provisions  of 
federal  law  as  the  prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rale  per  hour 
is  higher  Thereafter,  the  minimum  watte  rate  shall  he  increased  or  decreased  on  January  1 . 2024.  and  on  January  I of  successive 
sears,  per  the  method  set  forth  in  subsection  2 of  this  section:  but,  if  the  federal  minimum  wage  rate  is  above  or  is  thereafter  increased 
above  the  minimum  wane  rale  then  in  etfecl  under  this  subsection,  the  higher  federal  rate  shall  become  the  minimum  wane  rate  for  as 

1 one  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the  method  set  forth  in  subsection  2. 

4 I •verv  employer  that  is  a public  body  shall  pav  to  its  employees  wages  at  the  rates  established  bv  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wages  at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  I and  2 of  this  section.  As  used  in  this  subsection,  a public  body  means  the  state  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  slate,  or  anv  municipality,  county, 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  slate 

§ 290.512.  Gratuities,  goods  or  serv  ices  as  part  of  wages,  effect  on  minimum  wage  requirement 

I.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530.  the  difference  being  made  up  by  the 
employer. 

2 Notwithstanding  subsection  I of  this  section,  clfcctive  January'  I,  2017,  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wanes  is  required  to  pav  wages  in  excess  of  sixty  percent  of  the  minimum  wane 
rate  specified  in  sections  290.500  to  290.530.  and  effective  January  1.  2018  in  excess  of  eighty  percent  of  the  minimum  wage  rate 
specified  in  sections  290  500  to  290  530.  however,  total  com pensation  for  such  emnlovcc  shall  total  at  least  the  minimum  wage 
specified  in  sections  290.500  to  290.530.  the  difference  being  made  un  bv  the  employer.  Effective  January  1. 2019,  all  employers  of 
employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  will  be  required  to  pav  the  full  minimum  wage  specified  in 
sections  290.500  to  290. 530. 


3.  A public  body  that  is  the  employer  of  an  emnlovcc  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wanes  is  required  to  pav  wages  at  the  rates  established  bv  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wanes 
at  i hose  rates  If  appropriations  arc  not  provided,  the  public  body  shall  continue  to  be  subject  to  the  requirements  of  subsection  1 of 
this  section  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290  502 


|2  | 4_  ll'an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  d iffcrencc 
between  the  fair  market  value  of  the  goods  and  serv  ices  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290  500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provido-fay 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required^  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  arc  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

no  ■*! 


tj  290.527.  Action  for  underpayment  of  wages,  employee  may  bring— limitation 


~o 


Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [cqualj -amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  affd  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action.  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the 


cause  of  action 


$ 290  529  Severability 

All  the  provisions  of  sections  290,500  to  290.530  are  severable.  If  anv  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290  5(K)  to  290  530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  290.530  that  can  he  given  effect  without  the  invalid . unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-068) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $1,955. 20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14,238.6 1/yr 

• $13. 00/hr  = $39,318.02/yr 

• $ 14.00/hr  = $78, 388.75/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021, 
$1,164,782  for  FY  2022,  $1,449,700  for  FY  2023,  and  $807,962  for  FY  2024. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  $87,815,607  for  FY  2020,  $127,886,685  for  FY 
2021,  $174,707,511  for  FY  2022,  and  $229,884,672  for  FY  2023. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  $13.00  per  hour  for  calendar  year  2021, 
$14.00  per  hour  for  calendar  year  2022,  and  $15.00  per  hour  for  calendar  year  2023. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 


• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  288,445,846 
units  for  Fiscal  Year  2020;  315,524,964  units  for  FY  2021;  345,146,253  units  for  FY 
2022;  and  377,548,370  units  for  FY  2023. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

• The  implementation  date  is  1/1/2022  for  $14.00  per  hour  for  calendar  year  2022. 

• The  implementation  date  is  1/1/2023  for  $15.00  per  hour  for  calendar  year  2023. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020, 
$533,892  for  FY  202 1 , $93 1 ,422  for  FY  2022,  and  $ 1 ,682, 1 8 1 for  FY  2023 . 


Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1,  2020,  to  $13 
per  hour  effective  January  1,  2021,  to  $14  per  hour  effective  January  1,  2022,  and  to  $15 
per  hour  effective  January  1,  2023,  or  to  the  wages  at  the  same  rate(s)  set  under  the 
provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable  to  those 
covered  jobs  in  interstate  commerce,  whichever  is  higher  the  minimum  wage  shall  be 
updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  so  that  total  compensation  is  at  least  the 
minimum  wage  specified  in  290.500  to  290.530.  Effective  January  1,  2017  the 
department  would  pay  at  least  an  excess  of  sixty  percent  of  the  minimum  wage  rate. 
Effective  January  1,  2018  the  department  would  pay  at  least  an  excess  of  eighty  percent 
of  the  minimum  wage  rate.  Effective  January  1,  2019  the  department  would  pay  the 
minimum  wage. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $1,682,181  in  fiscal  year  2023. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 


They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

2021  @ $ 13.00/hr.  $46,755  annual 

2022  @ $14. 00/hr.  $62,340  annual 

2023  @$15 .00/hr.  $77,925  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$481,557;  4)  an  increase  to  $12/hour- 
$632,118;  5)  an  increase  to  $13/hour-$79 1,089;  6)  an  increase  to  $14/hour-$850,229;  and 
7)  an  increase  to  $15/hour-$l,191,902.  This  reflects  pay  increases  necessary  to  increase 
hourly  and  salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 


Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $15.00  per  hour 
beginning  January  1,  2023.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  also  requires  employers 
of  employees  who  receive  and  retain  compensation  in  the  form  of  gratuities  to  pay  the 
full  minimum  wage  beginning  January  1,  2019. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

2022 

$ 13.00/hr 

July  - December 

$ 14.00/hr 

January  - June 

$34,452,207 

$63,042,619 

2023 

$ 14.00/hr 

July  - December 

$ 15.00/hr 

January  - June 

$62,036,019 

$108,793,353 

1 http://www.bls.gov/cps/minwage2013.pdf 


Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 


Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

1/21 

$13 

$3,938,012 

$837,188 

1/22 

$14 

$4,929,800 

$991,788 

1/23 

$15 

$6,277,589 

$1,347,789 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  465  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $15.00;  of  those,  almost 
250  are  full  time  positions  paid  between  $14  and  $15  per  hour.  Therefore,  the  greatest 
impact  will  be  felt  beginning  in  2023.  Under  this  initiative  petition,  there  would  be  a 
salary  increase  to  the  city  in  the  approximate  amounts  per  year: 


2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 

2021  ($  13/hr):  $178,000 

2022  ($  14/hr):  $197,000 

2023  ($  15/hr):  $535,082 


Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32),  $37,202.50 
for  CY  2021  (an  increase  of  $9,366.46),  $48,103.75  for  CY  2022  (an  increase  of 
$10,901.25),  and  $59,005.00  for  CY  2023  (an  increase  of  $10,901.25). 


The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  $706,298  for  CY 
2020,  $1,196,768  for  CY  2021,  $2,704,098  for  CY  2022,  and  $5,073,747  for  CY  2023. 


This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $15.00  per  hour  on 
January  1,  2023. 

Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $60-70  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Contemporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  707-728,  with  William  Even. 

“The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,”  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hirsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 


"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 


24 


Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$420  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $489  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  5 (2016-067) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  fled  by  Lara  Granich  on  July  21,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


STATE  AUDITORS  OFFICE 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative  Rules  • business  Services  • elections  • Publications  • Securities  • State  Archives  • State  library  • Wolfner  Library 


County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kandcr,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City.Town,  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me  this 

dav  of 

, A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Notary  Public  (Seal) 

Signature  of  Notary 

My  commission  expires 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

IG)-QGd1 

Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  5 

Be  it  enacted  by  the  people  of  the  Stale  of  Missouri  : 

Sections  290.502. 290.5 1 2,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  fol  low's: 


§ 290  502  Minimum  wage  rate  — increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January'  1,  2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  X 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  shall  be  increased  or  decreased  on  January  1,  2008,  and  on  January  I of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPi-W)  or  successor 
index  as  published  by  the  US.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  live  cents. 


3.  Except  as  mas  he  otherw  ise  provided  pursuant  to  sections  290. 500  to  290. 530,  notwithstanding  subsection  1 of  this  section, 
effective  January  1 , 20 1 7,  every  employer  shall  nay  to  each  employee  wanes  at  the  rate  of  $9  Of)  per  hour,  and  effective  January  I , 
201 8 at  the  rate  of  $10.00  per  hour,  and  effective  January  1 , 20 1 9 at  the  rate  of  S1 1 00  per  hour,  and  effective  January  1. 2020  at  the 
rate  of  $12.00  per  hour,  and  effective  January  I.  2021  at  the  rate  of  $13.00  per  hour,  and,  or  wages  at  the  same  rate  or  rates  set  under 
the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce. 
whichever  rate  per  hour  is  higher.  Thereafter,  the  minimum  wage  rate  shall  be  increased  or  decreased  on  January  1,  2022.  and  on 
January  I of  successive  years,  per  the  method  set  forth  in  subsection  2 of  this  section,  but,  if  the  federal  minimum  wage  rate  is  above 
or  is  tlrcrealler  increased  above  the  minimum  svatte  rate  then  in  effect  under  this  subsection,  the  higher  federal  rale  shall  become  the 
minimum  wage  rale  for  as  long  as  it  remains  h ighcr  and  shall  be  increased  or  decreased  per  the  method  set  forth  in  subsection  2 

4 livers  employer  that  is  a public  hr >dv  shall  pay  to  its  employees  wanes  at  the  rates  established  bv  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wanes  at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  1 and  2 of  this  section.  As  used  in  this  subsection,  a public  hods  means  the  stale  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  anv  municipality,  counts  , 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  stale. 


§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  svages  is  required  to 
pay  svages  in  excess  of  fifty  percent  of  the  minimum  ssage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530.  the  difference  being  made  up  by  the 
employer. 

2.  Notwithstanding  subsection  1 of  this  section,  effective  January  I,  2017,  no  employer  of  anv  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wanes  is  required  to  pay  wages  in  excess  of  sixty  percent  of  the  minimum  waue 
rate  specified  in  sections  290.500  to  290,530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wage 
specified  j n sections  290.500  to  290.530,  the  difference  being  made  up  bv  the  employer. 

3 A public  bodv  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wanes  is  required  to  nav  wanes  at  the  rates  established  bv  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wages 
at  those  rates.  If  appropriations  are  not  provided,  the  public  bodv  shall  continue  to  be  subject  to  the  requirements  of  subsection  1 of 
this  section.  As  used  in  this  subsection,  a public  bodv  is  defined  as  in  subsection  4 of  section  290,502. 


|2.|  4.  Ilan  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290  500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  lie  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  arc  an  incident  of  employment  the  receipt  of  which  docs  not  require  any  discretion  on  the  part  of  the  employee. 


§ 290.527.  Action  for  underpayment  of  w ages,  employee  may  bring— limitation 

• ■ • C * 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal  | amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [twoj  three  years  of  the  accrual  of  the 
cause  of  action.  — 


oi 


$ 290  529.  Severability 


All  the  provisions  of  sections  290  500  to  290  530  arc  severable  If  anv  provision,  including  anv  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290.500  to  290.530,  or  the  application  thereof  to  anv  person  or  circumstance,  is  found  bv  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  290. 530  that  can  he  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 


MISSOURI  STATE  AUDITOR  S OFFICE 
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Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $1,955. 20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14,238.6 1/yr 

• $13. 00/hr  = $39,318.02/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021,  and 
$523,044  for  FY2022. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  $87,815,607  for  FY  2020,  and  $127,886,685  for 
FY  2021. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  and  $13.00  per  hour  for  calendar  year 
2021. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 


Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  288,445,846 
units  for  Fiscal  Year  2020;  315,524,964  units  for  FY  2021. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020,  and 
$533,892  for  FY2021. 

Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1,  2020,  and  to 
$13  per  hour  effective  January  1,  2021,  or  to  the  wages  at  the  same  rate(s)  set  under  the 
provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable  to  those 


covered  jobs  in  interstate  commerce,  whichever  is  higher  the  minimum  wage  shall  be 
updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  effective  January  1,  2017  to  an  excess  of 
sixty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  This 
provision  also  requires  that  such  employee’s  total  compensation  be  at  least  the  minimum 
wage  specified  in  290.500  to  290.530. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $533,892  in  fiscal  year  2021. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 


Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

2021  @ $ 13.00/hr.  $46,755  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$48 1,557;  4)  an  increase  to  $12/hour- 
$632,118;  and  5)  an  increase  to  $13/hour-$79 1,089.  This  reflects  pay  increases  necessary 
to  increase  hourly  and  salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 

Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $13.00  per  hour 
beginning  January  1,  2021.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  would  also  phase  in  a 
requirement  for  employers  of  employees  who  receive  and  retain  compensation  in  the 
form  of  gratuities.  They  would  not  be  required  to  pay  over  60%  of  the  full  minimum 
wage;  however  they  would  have  to  make  up  the  difference  between  the  minimum  wage 
and  total  compensation  of  the  employee  beginning  January  1,  2017. 


Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 


1 http://www.bls.gov/cps/minwage2013.pdf 


activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 

Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

1/21 

$13 

$3,938,012 

$837,188 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  195  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $13.00.  Under  this 


initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 

2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 

2021  ($  13/hr):  $178,000 

Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32),  and 
$37,202.50  for  CY  2021  (an  increase  of  $9,366.46). 

The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  $706,298  for  CY 
2020,  and  $1,196,768  for  CY  2021. 

This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $13.00  per  hour  on 
January  1,  2021. 

Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $40-50  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$216  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  more  than  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  22,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  4 (2016-066) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  July  21,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  tor  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

Wc,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  arc  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street).  (City.  Town,  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 

and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 
Notary  Public  (Seal) 


My  commission  expires 


Printed  Name  of  Affiant 

day  of 

, A.D.  201 

Address  of  Affiant  (Street,  City.  State  & 7. ip  Code) 

Signature  of  Notary 

. 

Address  of  Notary  (Street,  City,  State  & Zip  Code) 

\iQ<Xdo 

Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  4 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  290  502. 290.5 1 2,  and  290  527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  fol  lows 
§ 290.502.  Minimum  wage  rale  - increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290  530,  effective  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  S 6.50  per  hour,  or  wages  at  the  same  rate  or  rales  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  shall  be  increased  or  decreased  on  January  1, 2008,  and  on  January  I of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30, 2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  US.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents 

3.  Except  as  mav  be  otherw  ise  provided  pursuant  to  sections  290.500  to  290  530,  notwithstanding  subsection  I of  this  section, 
effective  January  1 , 20 1 7,  every  employer  shall  pay  to  each  employee  wages  at  the  rate  of  $9  00  per  hour,  and  effective  January  I , 
2018  at  the  rale  of  $ HUM  per  hour,  and  effective  January  I.  2019  at  tile  rate  of  $1 1 .00  per  hour,  and  effective  January  I.  2020  at  the 
rate  of  $12  00  per  hour,  and  effective  January  I.  2021  at  the  rale  of$l3.00  per  hour,  and  effective  January  I,  2022  at  the  rate  of $14.00 
per  hour,  or  waucs  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the  prevail  inu  federal  minimum  watte  applicable 
to  those  covered  jobs  in  interstate  commerce,  whichever  rale  per  hum  is  limbci  Thereafter,  the  minimum  wage  rate  shall  be  increased 
oi  decreased  on  January  I,  2023,  and  on  January  I of  successive  years,  per  the  method  set  forth  in  subsection  2 of  this  section,  but,  if 
the  federal  minimum  wage  rale  is  above  or  is  thereafter  increased  above  the  minimum  wane  rate  then  in  effect  under  this  subsection, 
the  hmher  federal  rate  shall  become  the  minimum  wane  rate  for  as  Iona  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the 
method  set  forth  in  subsection  2. 

4 1-vcrv  employer  that  is  a public  body  shall  pay  to  its  employees  wages  at  the  rates  established  hv  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  waucs  at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  I and  2 of  this  section  As  used  in  this  subsection,  a public  body  means  the  stale  of 
Missouri,  or  any  officer,  agenev.  department,  bureau,  or  division,  board  or  commission  of  the  stale,  or  any  municipality,  counts. 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  state. 

tj  290.512.  Gratuities,  goods  or  services  as  part  of  w ages,  effect  on  minimum  wage  requirement 

I No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530.  the  difference  being  made  up  by  the 
employer. 

2.  Notwithstanding  subsection  I of  this  section,  effective  January'  1 . 20 1 7.  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  waucs  is  required  to  pay  waucs  in  excess  of  sixty  percent  of  the  minimum  wage 
rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wage 
■specified  in  sections  290. 500  to  290  530,  the  difference  heme  made  up  bv  the  employer 

3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
waucs  is  required  to  pav  waucs  at  the  rates  established  by  subsection  2 of  this  section  only  provided  there  are  appropriations  for  waucs 
at  those  rates.  If  appropriations  arc  not  provided,  the  public  body  shall  continue  to  be  subject  to  the  requirements  of  subsection  I of 
this  section  As  used  m this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290  502. 

[2.J  4k  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  I ie  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

hO 

d 

§ 290.527.  Action  for  underpayment  of  w ages,  employee  may  bring-limitation  Zn 

— . "O 

Any  employer  w'ho  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  ofseclions 

290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 

equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 

and  such  reasonable  attorney  tees  as  may  be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary  to 

collect  the  claim  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 

the  action.  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [twoj  three  years  of  the  accrual  of  the 

cause  of  action.  — 

cn 

1?  290.529  Severability 

All  the  provisions  of  sections  290. 500  to  290  530  arc  severable  If  any  provision,  including  any  section,  subsection,  subdivision. 
paragraph,  sentence,  or  clause,  ofseclions  290  500  to  290  530,  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  jurisdiction  to  he  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290  500  to  290. 530  that  can  he  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application 
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Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  July  22,  2015) 


Date 


August  1 1,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  Section  290.502.3 
(for  each  initiative  petition)  would  require  the  department  to  increase  wages  for  several 
employees  each  year  assuming  the  money  is  appropriated  for  the  increase.  For  each 
hourly  increase  proposed,  they  prepared  the  estimated  increased  expenditures  on  wages 
per  year  over  the  current  wages  expenditures. 

Cost  to  increase: 

• $9. 00/hr  = $915.20/yr 

• $10. 00/hr  = $1,955. 20/yr 

• $1 1.00/hr  =$3, 995. 20/yr 

• $ 12.00/hr  =$  14,238.6 1/yr 

• $13. 00/hr  = $39,318.02/yr 

• $ 14.00/hr  = $78, 388.75/yr 

They  calculated  these  increased  costs  by  assuming  full-time  workers  work  an  average  of 
2087  hours/year.  They  assumed  part-time  workers  work  an  average  of  20  hours/week  for 
an  average  of  1040  hours/year. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021, 
$1,164,782  for  FY  2022,  and  $641,738  for  FY  2023. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $5,658,266  for  FY  2017,  $24,757,841 
for  FY  2018,  $53,680,575  for  FY  2019,  $87,815,607  for  FY  2020,  $127,886,685  for  FY 
2021,  and  $174,707,511  for  FY  2022. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  $13.00  per  hour  for  calendar  year  2021, 
and  $14.00  per  hour  for  calendar  year  2022. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 


• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal  Year 
2014  is  9.39  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal  Care, 
Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced  Personal  Care 
Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility,  Basic  In-Home 
Respite,  Advanced  Respite,  Healthy  Children  and  Youth  Waiver  Personal  Care, 
Healthy  Children  and  Youth  Program  Advanced  Personal  Care,  AIDS  Waiver  Personal 
Care,  and  Medically  Fragile  Adult  Waiver  Attendant  Care  .)  Fiscal  Year  2014  actual 
units  of  service  (168,363,392)  were  multiplied  times  the  9.39  percent  average  growth 
rate,  which  yields  an  estimated  220,371,779  units  of  service  for  Fiscal  Year  2017; 
241,060,146  for  Fiscal  Year  2018;  263,690,724  units  for  Fiscal  Year  2019;  288,445,846 
units  for  Fiscal  Year  2020;  315,524,964  units  for  FY  2021;  and  345,146,253  units  for 
FY  2022. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available,  but  DHSS  has  been  advised  that  the  current  average  wage  for  personal  care 
attendants  is  $8.50  + $0.89  in  taxes  (taxes  at  10.45  percent)  equals  $9.39  per  hour,  or 
$2.35  per  15  minute  unit. 

• The  analysis  determines  the  difference  between  the  proposed  unit  rate  for  wages  and 
taxes  versus  the  current  average  wage  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68  percent  General 
Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017;  one- 
half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

• The  implementation  date  is  1/1/2022  for  $14.00  per  hour  for  calendar  year  2022. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020, 
$533,892  for  FY2021,  and  $931,422  for  FY  2022. 


Section  290.502.3  would  require  the  department  to  increase  the  minimum  wage  rate  to 
$9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1,  2018,  to 
$11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1,  2020,  to  $13 
per  hour  effective  January  1,  2021,  and  to  $14  per  hour  effective  January  1,  2022,  or  to 
the  wages  at  the  same  rate(s)  set  under  the  provisions  of  federal  law  as  the  prevailing 
federal  minimum  age  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever 
is  higher  the  minimum  wage  shall  be  updated  every  January  1 thereafter. 

Section  290.502.4  and  290.512.3  provides  an  exemption  for  public  bodies  from  the 
provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  effective  January  1,  2017  to  an  excess  of 
sixty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  This 
provision  also  requires  that  such  employee’s  total  compensation  be  at  least  the  minimum 
wage  specified  in  290.500  to  290.530. 

Section  290.529  makes  the  provisions  of  sections  290.500  to  290.530  severable. 

The  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $93 1,422  in  fiscal  year  2022. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 


Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department  and  defer  to  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  would  not  be  able  to 
detennine  the  effect  of  this  legislation,  and  would  expect  there  would  be  a general 
response  provided  by  OA/Personnel. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  to  the  Office  of 
Administration  for  the  costs  related  to  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10. 00/hr.  No  impact 

2019  @ $1 1.00/hr.  $15,585  annual 

2020  @ $12. 00/hr.  $30,170  annual 

2021  @ $ 13.00/hr.  $46,755  annual 

2022  @ $14. 00/hr.  $62,340  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows:  1)  an  increase  to  $9/hour-$290,319;  2)  an  increase  to 

$10/hour-$37 1,906;  3)  an  increase  to  $1  l/hour-$48 1,557;  4)  an  increase  to  $12/hour- 
$632,1 18;  5)  an  increase  to  $13/hour-$79 1,089;  and  6)  an  increase  to  $14/hour-$850,229. 
This  reflects  pay  increases  necessary  to  increase  hourly  and  salaried  pay  rates  to  the 
proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.5 12,  290.527,  and  290.529  RSMo. 

Section  290.502,  RSMo.  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $14.00  per  hour 
beginning  January  1,  2022.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living.  The  proposal  would  also  phase  in  a 


requirement  for  employers  of  employees  who  receive  and  retain  compensation  in  the 
form  of  gratuities.  They  would  not  be  required  to  pay  over  60%  of  the  full  minimum 
wage;  however  they  would  have  to  make  up  the  difference  between  the  minimum  wage 
and  total  compensation  of  the  employee  beginning  January  1,  2017. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  US  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage; 1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

2022 

$ 13.00/hr 

July  - December 

$ 14.00/hr 

January  - June 

$34,452,207 

$63,042,619 

Sections  290.512,  290.527  and  290.529  RSMo.  will  not  impact  their  office. 


1 http://www.bls.gov/cps/minwage2013.pdf 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  direct  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office  for  the  years  2017  - 2019: 

2017:  $0 
2018:  $2,920 
2019:  $8,760 


Officials  from  the  City  of  Columbia  provided  the  following  cost  estimates: 


Year  of  Increase 

Min.  Wage 

Total 

all  Employees 

Incremental 
Increase  from 
Previous  Year 

1/17 

$9 

$ 945,659 

1/18 

$10 

$1,646,147 

$700,488 

1/19 

$11 

$2,352,336 

$706,189 

1/20 

$12 

$3,100,824 

$748,488 

1/21 

$13 

$3,938,012 

$837,188 

1/22 

$14 

$4,929,800 

$991,788 

Assumption:  Only  impact  is  from  minimum  wage  paid  to  employees  and  not  from 

gratuities  or  value  of  goods  and  services. 


Officials  from  the  City  of  Kansas  City  indicated  approximately  200  employees,  mostly 
part  time  and  seasonal  employees,  are  currently  paid  less  than  $14.00.  Under  this 
initiative  petition,  there  would  be  a salary  increase  to  the  city  in  the  approximate  amounts 
per  year: 


2017  ($9/hr)  : $60,000 

2018  ($  10/hr):  $113,000 

2019  ($1 1/hr):  $126,500 

2020  ($  12/hr):  $140,000 

2021  ($  13/hr):  $178,000 

2022  ($  14/hr):  $197,000 


Officials  from  the  City  of  Raymore  indicated  the  sum  effect  on  each  year's  proposal  that 
will  increase  salary  within  the  City's  part-time  seasonal  staff  will  be  $7,238.85  for  CY 
2017,  $12,510,35  for  CY  2018  (an  increase  of  $5,271.50),  $19,525.72  for  CY  2019  (an 
increase  of  $7,015.37),  $27,836.04  for  CY  2020  (an  increase  of  $8,310.32),  $37,202.50 
for  CY  2021  (an  increase  of  $9,366.46),  and  $48,103.75  for  CY  2022  (an  increase  of 
$10,901.25). 


The  city  has  calculated  the  sum  effect  on  each  year's  proposal  that  will  increase  salary 
within  the  city's  part-time  seasonal  staff  within  each  petition.  At  this  time,  the  city  is 
assuming  that  its  proposed  step  chart  will  continue  to  be  effected  by  the  minimum  wage 
and  be  adjusted  every  couple  years  to  be  competitive.  However,  there  are  many 
unknowns,  and  the  city  has  simply  included  its  part-time  staff  that  will  be  effected. 

Officials  from  the  City  of  St.  Louis  indicated  estimated  annualized  costs  to  the  city  of 
$116,601  for  CY  2017,  $211,138  for  CY  2018,  $420,965  for  CY  2019,  $706,298  for  CY 
2020,  $1,196,768  for  CY  2021,  and  $2,704,098  for  CY  2022. 


This  initiative  petition  proposes  an  amendment  Chapter  290,  RSMo,  to  gradually  raise  the 
minimum  wage  starting  at  $9.00  per  hour  on  January  1,  2017  to  $14.00  per  hour  on 
January  1,  2022. 


Subject  to  annual  appropriation,  this  initiative  petition  would  increase  costs  of  salaries  of 
city  employees  (both  full  and  part-time)  that  would  otherwise  not  be  earning  the  wages  at 
the  levels  specified  in  the  proposed  amendment.  For  these  purposes,  current  employee 
wages  are  assumed  to  increase  in  accordance  with  existing  employee  pay  plan  provisions 
through  2016.  The  proposed  amendment  could  also  impact  city  revenues  both  positively 
and  negatively.  Should  total  wage  base  rise,  employer  based  earnings  and  payroll  taxes 
will  increase  accordingly.  Likewise,  any  job  losses  that  can  be  attributed  to  the  wage 
increases  will  result  in  a decline  in  employer  based  and  other  tax  revenues.  The  net 
impact  of  the  changes  in  city  workforce  and  wage  base  that  would  result  from  the 
proposed  amendment  is  indeterminate  at  this  time. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  an  overall  cost  of  between  $50-60  million  after  all  rate  increases  were 
implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


August  5,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov,  fiscalnote(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 

Version  4 (Increase  to  $9,  then  gradually  to  $13,  tipped  60%) 

Version  5 (Increase  to  $9,  then  gradually  to  $14,  tipped  60%) 

Version  6 (Increase  to  $9,  then  gradually  to  $15,  tipped  sub-minimum  phased  out) 

Version  7 (Increase  to  $9,  then  gradually  to  $14,  tipped  sub-minimum  phased  out) 

Version  8 (Increase  to  $9,  then  gradually  to  $13,  tipped  sub-minimum  phased  out) 

Version  9 (Increase  to  $9,  then  gradually  to  $12,  tipped  sub-minimum  phased  out) 

Version  10  (Increase  to  $9,  then  gradually  to  $11,  tipped  sub-minimum  phased  out) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  seven 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  seven  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

We  are  building  on  analysis  provided  for  Versions  1-3  of  this  initiative.  However,  some  of  the  analysis  tools 
were  unavailable  to  us  in  the  timeframe  for  submitting  these  versions,  and  therefore  we  want  to  acknowledge 
some  gaps  in  the  information  provided. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$13.00 

$5.20 

2,845,927 

1,092,551 

38.39% 

***** 

$14.00 

$6.20 

2,845,927 

1,208,950 

42.48% 

***** 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 

*****we  were  unable  to  access  tools  to  weight  appropriately  for  this  level  in  the  timeframe  allowed  for  input 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 


Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 


All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 
hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 


minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 

III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 


sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$13.00 

We  were  unable  to  access  a tool  to  weight  calculations  of  the  total  wage  increase  for  these  levels  in  the 

timeframe  allotted. 

$14.00 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr.  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying  studies  as 
his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-066,  2016-067,  2016- 
068,  2016-069,  2016-070,  2016-071  and  2016-072  (the  “Initiative  Petitions”).  Initiative 
Petitions  2016-066  and  2016-067  appear  to  be  substantially  similar  to  the  previously- 
submitted  Initiative  Petitions  2016-045,  2016-046  and  2016-047 — which  will  cause 
significant  negative  impacts,  if  passed.  Moreover,  Initiative  Petitions  2016-068,  2016-069, 
2016-070,  2016-071  and  2016-072  only  work  to  further  negatively  impact  the  Missouri 
economy  by  phasing  out  tipped  wage  percentages  entirely.  In  short,  any  of  these  seven 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage  increases. 
In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has  previously  found 
Dr.  Macpherson’s  analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10  per 
hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to  have 
become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly  15,000 
jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10  minimum 
wage  would  be  $87  million  annually.  While  this  study  did  not  address  the  specific  proposals 
in  the  Initiative  Petitions,  Dr.  Macpherson’s  methodology  applies  directly  to  the  impact  of  the 
proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier  minimum 
wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details  the  impact  of 
a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is  attached  hereto  as 
Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local  entities  would  pay  out 
$16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson  estimated  that  the  net  state 
and  local  fiscal  impact  would  range  from  a loss  of  over  $22  million  to  a loss  of  $ 1 3 million. 
While  this  study  is  now  three  years  old,  the  analysis  is  pertinent  to  the  proposed  wage 
increase  in  the  Initiative  Petitions.  Notably,  using  Dr.  Macpherson’s  methodology,  the 
heightened  minimum  wage  proposals  contained  in  the  Initiative  Petitions  would  have  a 
substantially  greater  negative  fiscal  impact  than  that  found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political  bias. 
Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on  Missouri 
businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money  is  created; 
Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their  taxable  income 
and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment.  Regarding 
secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from  assessing  only 
one  half  of  the  wage  increase  equation. 


In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments.  As 
has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the  hundreds 
of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will  take  the  time  to 
provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests.  Further,  the  Auditor’s 
requests  are  simply  sent  to  a sample  of  governmental  employers.  The  more  appropriate 
method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use  the  actual  number  of 
minimum  wage  workers  who  work  for  state  and  local  governments,  as  calculated  by  the 
United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the  sums  reported  in  the 
scattershot  and  unreliable  fiscal  note  responses  from  state  and  local  entities,  the  Auditor 
should  supplement  them  with  broader  analyses  such  as  those  of  Dr.  Macpherson.  At  the  very 
least,  the  Auditor  should  state  in  the  fiscal  note  summary  that  state  and  local  impacts  are 
“large”  or  “substantial,”  rather  than  simply  reporting  impacts  of  “at  least”  the  few  thousand 
dollars  in  costs  that  may  or  may  not  be  reported  by  those  local  entities  that  take  the  time  to 
respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should  abandon 
the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a new  provision 
they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if  “there  are 
appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The  proponents  will  urge 
the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund  the  increases,  and  that 
therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside  unjustifiable  projections  about  the 
political  judgments  of  legislators,  the  provision  is  of  uncertain  legal  effect  and 
constitutionality.  On  the  one  hand,  it  may  not  change  existing  law,  since  arguably  the 
legislature  always  has  the  power  to  reduce  or  increase  appropriations.  But  it  is  also  unclear 
whether  the  legislature  has  the  power  to  fix  wage  rates  within  an  appropriations  bill,  or 
whether  a mere  statutory  petition  can  confer  this  type  of  power  upon  the  legislature.  The 
application  of  the  requirement  for  a specific  type  and  manner  of  appropriation  is  also  unclear 
in  the  context  of  political  subdivisions  and  other  public  bodies  whose  funds  are  generally  not 
appropriated  by  the  general  assembly.  These  are  just  a few  examples  of  the  serious  flaws  with 
the  proposal  itself  that  may  have  to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a 
matter  of  law,  it  would  be  insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to 
simply  assume  that  these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that 
legislators  will  not  in  fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state 
government.  Such  assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and 
fiscal  note  summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 


5 


B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Liscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  could  exceed 
$305  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  more  than  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


received 

JUN  0 3 2015 

Jason  Kandkr 

STATE  AUDITORS  OFFICE 

James  C.  Kirkpatrick 

Secretary  of  State 

Elections  Division 

State  Information  Center 
(573)751  4936 

State  of  Missouri 

(573)751-2301 

June  3, 2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-065) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Winston  Apple  on  June  3,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

administrative  rules  • businks.ssrrvk.ks  • elections  • publications  • securities  • state,  archives  • state  library  • wolener  library 


County: 

Page  number 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  tier 
own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  SL  Louis),  respectfully  order  that  the 

following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a registered  voter  of  the 

state  of  Missouri  and County  (or  city  of  SL  Louis);  ray  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which 

1 live  are  correctly  written  after  my  name. 

(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
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, being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


NAM) 

(Signature) 

Dale 
S tuned 

REGISTERED  VOTING  ADDRESS 
(Street  No  PO  Hoses)  (Ctlv.  Town  or  Village) 

/.ip 

Code 

Cling 

Dim 

NAME 

(Print  nr  Typed) 

0. 

1. 

2. 

3. 

4. 

5. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: • 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Article  III,  Section  2 of  the  Constitution  is  repealed  and  one  new  section  enacted  in  lieu 
known  as  Article  III,  Section  2,  to  read  as  follows: 


thereof,  to  be 


I Section  2.  Election  of  representatives— apportionment  commission,  appointment,  duties 
compensation  -The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  at 
each  general  election  and  apportioned  in  the  following  manner:  Within  sixty  days  after  the  population  of 
this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapportionment  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after 
notification  by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall  meet  and  the 
members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that 
district,  as  nominees  for  reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee 
from  any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the  governor  their 
list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission  consisting  of  one 
name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and  to 
establish  the  numbers  and  boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a 
member  of  his  own  choice  from  that  district  and  from  the  political  party  of  the  committee  failing  to  make 
the  appointment. 


Members  ot  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly 
for  four  years  following  the  date  of  the  filing  by  the  commission  of  its  final  statement  of  apportionment. 


For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to 
the  congressional  district  committee  or  the  congressional  district  from  which  a congressman  was  last 
elected,  or,  in  the  event  members  of  congress  from  this  state  have  been  elected  at  large,  the  term 
congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district 
committee  for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district 
refers  to  those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by 
the  congressional  district  committee  shall  take  place  only  at  duly  called  meetings,  shall  be  recorded  in  their 
official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all 
members  have  been  selected,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda  establishing  at  least  three 
hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with 
the  clerk  of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings 
may  be  scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number 
one  hundred  sixty-three  and  shall  establish  each  district  so  that  the  population  of  that  district  shall,  as  nearly 
as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the 
secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed  districts  and  during  the 
ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be  necessary  to  hear  objections  or  testimony  of 
interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within 
six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand  discharged  and  the  house 
of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the  judges 
of  the  appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign 
and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the 
discharge  of  the  apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the 
commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for 
his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum.] 
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Section  2.  Election  of  representatives.  The  house  of  representatives  shall  consist  of  50  members,  elected 
bv  votes  cast,  in  each  genera]  election,  for  a political  party,  and  its  ordered  list  of  candidates,  or  votes  cast 
for  independent  candidates. 

Political  parties  are  free  to  determine  their  candidates,  and  the  order  in  which  they  will  be  awarded  seats  in 
the  house  of  representatives,  through  a primary  election,  caucuses,  a statewide  party  nominating 
convention,  or  a combination  of  caucuses  and  a statewide  party  nominating  convention. 

For  a political  party  having  had  a candidate  for  any  statewide  office  receiving  one  per  cent  or  more  of  the 
legal  votes  in  the  preceding  general  election,  a primary  election  will  be  the  default  method  for  selecting 
candidates.  Should  a political  party  determine  that  they  will  select  candidates  for  the  house  from  said  party 
bv  caucuses,  statewide  party  convention,  or  a combination  of  caucuses  and  a statewide  party  convention,  a 
legally  designated  representative  of  the  party  will  notify  the  secretary  of  state,  in  writing,  of  the  method  to 
be  used,  no  later  than  the  first  dav  of  April  of  an  election  year. 

If  a political  party  elects  to  use  a primary  election  as  the  means  of  determining  its  ordered  list  of  candidates 
for  the  general  election,  all  qualified  candidates  who  file  for  said  party’s  nomination  will  appear  on  the 
primary  ballot  for  that  party.  Registered  voters  will  be  allowed  to  vote  in  one,  and  only  one,  party’s 
primary  election,  and  for  one,  and  only  one,  candidate  from  that  party.  Based  on  the  results  of  the  primary 
election,  candidates  for  each  political  party  will  be  placed  in  an  ordered  list,  with  the  candidate  receiving 
the  most  votes  listed  first  and  the  remaining  candidates  listed  in  descending  order  based  on  the  number  of 
votes  received  from  highest  to  lowest  total  votes.  A total  of  up  to  fifty  candidates  for  each  party  will  be 
eligible  for  seats  in  the  house  of  representatives  based  on  vote  totals  in  the  general  election.  Should  a party 
elect  to  nominate  candidates  for  the  general  election  bv  means  of  caucuses  and/or  a statewide  party 
convention,  an  ordered  list  of  up  to  fifty  candidates  representing  each  political  party  shall  be  filed  with  the 
secretary  of  state’s  office  no  less  than  90  days  before  the  general  election  date  in  election  years. 

A political  party  having  no  candidate  for  statewide  office  receiving,  nor  having  received  as  a political  party, 
at  least  one  per  cent  of  the  total  vote  in  the  preceding  general  election,  may  qualify  for  a place  on  the  ballot 
bv  presenting  petitions  signed  bv  one-half  of  one  per  cent  of  the  legal  voters,  as  determined  bv  the  total 
vote  for  governor  in  the  general  election  last  preceding.  Said  petitions  to  be  delivered  to  the  secretary  of 
state  no  later  than  ninety  days  preceding  the  general  election.  At  the  time  the  petitions  are  presented,  the 
political  party  will  also  notify  the  secretary  of  state  of  the  method  to  be  used  bv  said  party  in  nominating  a 
slate  of  candidates. 


To  qualify  for  a place  on  the  ballot,  an  independent  candidate  must  present  petitions  signed  bv  one-quarter 
of  one  percent  of  the  legal  voters,  as  determined  bv  the  total  vote  for  governor  in  the  general  election  last 
preceding.  Said  petitions  must  be  delivered  to  the  secretary  of  state  no  later  than  one-hundred  and  twenty 
days  before  the  general  election. 

The  signatures  on  petitions  submitted  bv  independent  candidates  and  political  parties  shall  be  subject  to 
verification  according  to  the  procedures  in  the  code  of  state  regulations  for  independent  candidate  petitions 
in  force  at  the  time  the  petitions  are  submitted. 

In  each  general  election,  each  voter  will  cast  a single  vote  for  a political  party  or  for  a single  independent 
candidate  appearing  on  the  ballot,  or  a single  write-in  vote  for  a candidate  not  appearing  on  the  ballot, 
having  properly  registered  with  the  secretary  of  state  as  a write-in  candidate. 

Each  political  party  will  receive  one  seat  in  the  house  of  representatives  for  each  two  percent  of  the  vote 
received  statewide  for  that  party  and  its  ordered  list  of  candidates  in  the  general  election  (rounded  to 
account  for  fractions  as  necessary).  Candidates  from  each  political  party  will  be  awarded  seats  based  on 
the  ordered  list  submitted  bv  each  political  party,  with  seats  awarded,  in  order,  from  most  votes  received  to 
least,  bv  candidates  in  the  primary  election,  caucuses,  or  nominating  convention  of  that  political  party. 

For  purposes  of  apportioning  seats  in  the  house  of  representatives,  any  and  all  independent  candidates  will 
be  treated  jointly  as  a political  party,  with  the  total  number  of  seats  awarded  to  independent  candidates 
based  on  the  total  number  of  votes  cast  for  all  independent  candidates  in  the  general  election,  with  seats 
awarded  to  that  number  of  independent  candidates  from  an  ordered  list  of  all  independent  candidates,  in 
descending  order  of  the  votes  cast  for  each  independent  candidate,  beginning  with  the  independent 
candidate  receiving  the  most  votes. 

Should  the  total  number  of  votes  for  independent  candidates  exceed  the  sum  of  2 percent  per  candidate,  all 
of  the  independent  candidates  will  be  awarded  seats  and  the  percentage  required  for  the  remaining  seats 
will  be  recalculated  based  on  the  number  of  seats  remaining. 

In  the  event  that  a representative  resigns,  dies,  or  is  removed  from  office  for  any  reason  during  the 
subsequent  legislative  sessions,  the  seat  shall  be  Tilled  bv  the  next  nominee  from  that  party's  ordered  list  of 
candidates  or  bv  the  independent  candidate  who  would  have  been  seated  next  based  on  the  total  number  of 
votes  cast  for  independent  candidates.  In  the  event  that  there  are  no  candidates  remaining  on  the  ordered 
list  for  a political  party  or  from  the  list  of  independent  candidates,  the  next  candidate  who  would  have  been 
seated  according  to  the  system  of  apportionment  described  herein  shall  be  seated. 

This  amendment  shall  take  effect  January  1 . 2017  and  beginning  with  the  selection  of  candidates  and 
election  of  representatives  in  the  general  election  to  be  held  in  November  of  2018, 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-065) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  June  3,  2015) 


Date 


June  23, 2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  St.  Louis  County  Election  Board,  St.  Louis 
City  Election  Board,  Kansas  City  Election  Board,  Platte  County  Board  of  Elections, 
Jackson  County  Election  Board,  and  Clay  County  Election  Board. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  on 
their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  the  effective  date  is 
January  2019  or  the  1st  regular  session  of  the  100th  general  assembly.  Using  today's  costs, 
here  are  the  estimated  savings  resulting  from  the  reduction  of  1 13  House  members: 


SAVINGS: 

Member  salaries  = 1 13  x $35,915  = $4,058,395 
Legislative  assistant  salaries  = 1 13  x $29,500  = $3,333,500 
Member  $700  accounts  = 1 13  x $8,400  = $949,200 
Session  per  diem  = 1 13  x $103.20  x 70  days  = $816,312 
Session  mileage  = 1 13  x 270  miles  x $0.37  x 19  weeks  = $214,485 
Total  Estimated  Savings  = $9,371,892 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated: 

This  proposal  will  require  changes  be  made  regarding  elections  in  the  State  of  Missouri. 
These  changes  will  likely  include:  the  re-programing  of  voting  machines,  changes  to  the 
Missouri  Centralized  Voter  Registration  system,  and  postage  costs  for  absentee  ballots. 
Each  of  these  changes  is  likely  to  include  additional  costs  which  must  be  covered  by  both 
the  State  of  Missouri  and  local  election  authorities.  Under  this  proposal,  the  State  and 
local  election  authorities  are  also  likely  to  incur  additional  costs  associated  with  petition 
signature  verification.  Their  office  contacted  vendors  regarding  the  potential  costs  of 
these  changes.  Vendors  were  unable  to  provide  an  estimate  of  these  potential  costs.  There 
is  also  the  possibility  of  a special  statewide  primary  election.  If  necessary,  a special 
statewide  primary  election  would  have  an  estimated  cost  of  $7.1  million  (based  on  the 
cost  of  the  2012  Presidential  Preference  Primary). 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year’s 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  (fiscal  year)  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 


reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  St.  Louis  County  indicated  this  is  essentially  a proportional  representation 
system,  much  like  what  many  European  countries  use.  If  there  was  any  fiscal  impact  at 
all,  it  would  probably  be  positive  for  their  county.  Their  county  could  probably 
consolidate  some  election  precincts,  since  state  representative  districts  would  no  longer 
exist.  If  parties  chose  to  have  a caucus  rather  than  a primary,  it  could  potentially  save 
significant  costs  in  terms  of  ballot  printing.  However,  an  exact  cost  savings  cannot  be 
detennined. 

Officials  from  the  University  of  Missouri  indicated  they  have  determined  there  will  be 
no  estimated  costs  or  savings. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of 
Transportation,  the  Missouri  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City 
of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City 
of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  St.  Louis  Community  College,  St.  Louis  County  Election  Board,  St.  Louis 
City  Election  Board,  Kansas  City  Election  Board,  Platte  County  Board  of  Elections, 
Jackson  County  Election  Board,  and  Clay  County  Election  Board. 

Fiscal  Note  Summary 

Reduced  legislative  operating  costs  would  result  in  annual  estimated  savings  to  state 
government  of  at  least  $9.3  million.  An  unknown  change  in  election  related  costs  is 
expected  for  state  and  local  governments. 
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STATE  AUDITORS  OFFICE 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


May  21,  2015 


Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  John  Ashcroft  regarding  a proposed  constitutional  amendment  to 

Article  VIII  (2016-064) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  John  Ashcroft  on  May  21,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary'  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the 
contrary,  for  a term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or 
knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a 
petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be 
submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I 

am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(Official  Ballot  Title) 

CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


vs 


.'VVi  \ 


r~o 

«TT3 

CJ1 

rs 


rn 


L 


, being  first  duly  sworn,  say  (print  or  type  names  of  signdrS) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME  : 

(Printed  or  Typed) 

1. 

PO 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  tnis  page  oi  ine  ioregoing  peuuuu,  anu  cdui  ui  i icm  sigiitu  mo  m uu  . 

believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and 
that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and . County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL 
STATEMENTS  MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN 
CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer 

Signature  of  Affiant 
(Person  obtaining  Signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of  , A.D. 


Signature  of  Notary 
Address  of  Notary: 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be 
amended: 

Article  VIII  is  amended  by  adding  one  new  section,  to  be  known  as  section  8,  to 
read  as  follows: 

Section  8.  A person  seeking  to  vote  in  public  elections  may  be  required  by  general 
law  to  identify  himself  or  herself  and  verify  his  or  her  qualifications  as  a citizen  of 
the  United  States  of  America  and  a resident  of  the  state  of  Missouri  by  providing 
election  officials  with  a form  of  identification,  which  may  include  valid 
government-issued  photo  identification.  Exceptions  to  the  identification 
requirement  may  also  be  provided  for  by  general  law. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-064) 

Subject 

Initiative  petition  from  John  Ashcroft  regarding  a proposed  constitutional  amendment  to 
Article  VIII.  (Received  May  21,  2015) 


Date 


June  10,  2015 

Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
legislation  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated: 

This  language  may  have  an  impact  on  local  public  health  agencies.  Individuals  may 
obtain  a copy  of  their  certified  birth  certificate  through  a local  public  health  agency.  The 
cost  is  $15  per  birth  certificate;  however,  the  revenue  generated  is  retained  by  the  local 
health  agency  for  local  public  health  purposes. 

The  proposed  language  could  result  in  an  increase  in  revenue  to  General  Revenue,  the 
Children's  Trust  Fund,  the  Endowed  Care  Cemetery  Audit  Fund,  and  the  Missouri  Public 
Health  Services  Fund. 

The  fee  for  a certified  copy  of  a birth  certificate  is  $15.00.  This  revenue  is  divided 
between  four  funds.  Funds  affected  include  the  Children’s  Trust  Fund,  which  would 
collect  $5.00  per  certificate;  General  Revenue  would  collect  $4.00  per  certificate;  the 
Endowed  Care  Cemetery  Audit  Fund  would  collect  $1.00  per  certificate;  and  the 
Missouri  Public  Health  Services  Fund  (MOPHS)  would  collect  $5.00  per  certificate. 
There  is  an  additional  $15.00  fee  to  establish  a delayed  birth  record,  in  which  revenue  is 
distributed  using  this  same  distribution.  The  Department  of  Health  and  Senior  Services  is 
unable  to  detennine  how  many  additional  birth  certificates  will  be  issued  as  a result  of 
this  language,  and  therefore,  assumes  an  unknown  amount  of  revenue  will  be  deposited  in 
these  funds. 

Individuals  may  also  obtain  a certified  copy  of  their  birth  certificate  at  a local  public 
health  agency.  The  cost  is  still  the  same;  however,  the  revenue  generated  is  retained  by 
the  local  public  health  agency  for  local  public  health  purposes.  This  revenue  is  not 
considered  state  revenue. 

Section  8 of  the  proposed  initiative  petition  may  require  voters  to  establish  their  identity 
and  eligibility  to  vote  by  providing  a form  of  personal  identification  to  election  officials. 
It  may  cause  an  increase  in  the  number  of  certified  birth  certificates  issued  for  those 
without  a Missouri  driver’s  license  or  non-driver’s  license.  It  could  also  impact  the 
number  of  applicants  for  delayed  birth  certificates. 

Section  8 of  the  proposed  initiative  petition  may  require  voters  to  establish  their  identity 
and  eligibility  to  vote  by  providing  a form  of  personal  identification  to  election  officials. 
If  an  individual  does  not  possess  a valid  form  of  personal  identification,  it  may  require 
them  to  obtain  a copy  of  his/her  certified  birth  certificate  to  acquire  a driver's  or  non- 


driver's  license.  For  individuals  whose  birth  has  not  been  recorded,  it  may  cause  them  to 
apply  for  a delayed  birth  certificate.  It  is  unknown  and  difficult  to  estimate  the  number 
that  might  be  required  to  apply  to  the  Bureau  of  Vital  Records  for  these  records. 

The  proposed  language  does  not  appear  to  exempt  the  Department  of  Health  and  Senior 
Services  from  collecting  the  necessary  fees  for  copies  of  certified  birth  certificates  as  set 
forth  in  Section  193.265.1,  RSMo.  The  proposed  language  could  result  in  an  unknown 
increase  in  revenue  to  General  Revenue,  the  Children's  Trust  Fund,  the  Endowed  Care 
Cemetery  Audit  Fund,  and  the  Missouri  Public  Health  Service  Fund.  The  proposed 
language  could  also  result  in  an  unknown  impact  to  the  Bureau  of  Vital  Records  to  issue 
the  increased  demand  for  birth  certificate  records. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
a fiscal  impact  on  their  department.  Their  department  does  not  indicate  on  the  driver 
license,  non-driver  license  or  permit  that  the  individual  is  a U.S.  Citizen  or  Non-U. S. 
Citizen. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  or  savings 
to  their  office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 


Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated: 

For  the  purposes  of  this  fiscal  note,  the  following  costs  assume  that  both  the 
constitutional  amendment  proposed  by  this  initiative  petition  and  any  companion 
statutory  changes  are  passed. 

Implementation  of  any  new  identification  provisions  would  necessitate  the  state's  election 
authority  (the  Secretary  of  State)  and/or  local  election  authorities  to  provide  advance 
notice. 

For  fiscal  year  2017  advance  notice  advertisements  will  be  provided  upon  approval  by 
the  voters  of  the  constitutional  amendment  and  enactment  of  implementing  legislation 
and  prior  to  the  April  2017  election.  For  fiscal  year  2018  advance  notice  advertisements 
will  be  provided  to  voters  prior  to  the  February  and  April  2018  elections.  For  fiscal  year 
2019  advance  notice  advertisements  will  be  provided  to  voters  prior  to  the  August  2018 
and  November  2018  elections.  For  all  subsequent  years  advance  notice  advertisements 
will  be  provided  to  voters  prior  to  each  federal  primary  and  general  election. 

Assumptions  include: 

Production  of  radio  and  TV  public  service  announcements-  $2,000 
Print  ad  to  run  twice  before  an  election-  $203,284 
Cable  television  ad  to  run  twice  every  day  for  eight  weeks-  $299,472 
TV  and  Radio  ad  to  run  through  broadcast  media-  $497,3 1 1 

Total- $1,002,067 

Upon  enactment  of  implementing  legislation,  the  Secretary  of  State  will  send  a mailer  to 
all  registered  voters  to  notify  them  of  any  new  identification  requirements  at  a cost  of 
$1,985,577.51.  A similar  mailer  will  be  sent  before  the  2018  Primary  Election.  For  all 
other  elections,  their  office  will  send  mailings  to  newly  registered  voters  prior  to  each 
election.  Based  on  the  estimated  355,007  newly  registered  voters  in  2014,  this  mailer 
could  cost  $173,953.43. 

Mailing  to  all  registered  voters: 

4,089,038  registered  voters  x $0.49  postage,  printing  and  processing= 
$1,985,577.51 


Mailing  to  newly  registered  voters  prior  to  each  election: 


355,007  new  registered  voters  x $0.49  postage,  printing  and  processing  = 
$173,953.43 

Implementation  of  this  measure's  provisions  imposes  new  requirements  on  election 
authorities  in  notifications,  additional  provisional  ballots,  trainings,  affidavits  and 
processes  with  regard  to  notifying  and  processing  voters.  Whether  the  notice 
requirements  fall  on  the  Secretary  of  State  or  local  election  authorities,  it  will  be 
necessary  for  their  office  to  request  appropriation  for  these  costs.  Section  1 15.430  RSMo 
requires  the  Secretary  of  State  to  provide  provisional  ballot  envelopes  to  local  election 
authorities.  This  amendment  and  any  companion  legislation  will  likely  increase  the 
number  of  elections  in  which  provisional  ballots  are  available  and  the  number  of 
provisional  ballots  that  will  be  cast.  Based  on  previous  history,  the  Secretary  of  State  will 
require  additional  funding  for  printing  provisional  ballot  envelopes  in  the  amount  of 
$9,800  per  election. 

Furthennore,  any  new  state  mandates  must  be  funded  as  additional  responsibilities  under 
Article  X,  section  2 1 of  the  Missouri  Constitution. 

These  provisions  are  not  limited  to  statewide  elections  but  will  affect  every  election.  The 
cost  per  fiscal  year  will  vary  based  on  the  number  of  elections  held.  In  addition  to  the 
general  municipal  election  each  April  and  the  primary  and  general  elections  in  August 
and  November  of  even  numbered  years,  there  are  additional  days  available  for  public 
elections  in  February,  March  and  in  August  and  November  of  odd  numbered  years,  which 
are  used  only  as  needed. 

Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  nonnal  activity  resulting  from  each  year's 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these 
requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 
reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  we  reserve  the  right  to  request 


funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Additionally,  any  companion  legislation  may  include  provisions  allowing  or  requiring 
agencies  to  submit  rules  and  regulations  to  implement  the  act.  Their  office  is  provided 
with  core  funding  to  handle  a certain  amount  of  nonnal  activity  resulting  from  each  year's 
legislation  session.  The  fiscal  impact  to  the  Administrative  Rules  Division  for  their  office 
for  this  requirement  is  less  than  $2,500.  Their  office  recognizes  that  this  is  a small 
amount  and  does  not  expect  that  additional  funding  would  be  required  to  meet  these 
costs.  However,  they  also  recognize  that  many  such  bills  may  be  passed  by  the  General 
Assembly  in  a given  year  and  that  collectively  the  costs  may  be  in  excess  of  what  our 
office  can  sustain  with  our  core  budget.  Therefore,  they  reserve  the  right  to  request 
funding  for  the  cost  of  supporting  administrative  rules  requirements  should  the  need  arise 
based  on  a review  of  the  finally  approved  bills  signed  by  the  governor. 

FY  2017: 

April  2017 

$1,985,577.51  (Notice  to  all  voters) 

$1,002,067  (Public  advertisements) 

$9,800  (Provisional  ballots) 

$2,997,444.5 1 (FY  20 1 7 Total) 

FY  2018: 

February  2018 

$1,002,067  (Public  advertisements) 

$9,800  (Provisional  ballots) 

April  2018 

$1,002,067  (Public  advertisements) 

$9,800  (Provisional  ballots) 

+ $173,953.43  (notice  to  newly  registered  voters) 

$2, 1 97,687.43  (FY  20 1 8 Total) 

FY  2019: 

August  20 1 8 

$1,985,577.51  (notice  to  all  voters) 

$1,002,067  (public  advertisements) 

$9,800  (provisional  ballots) 

November  2018 

$1,002,067  (Public  advertisements) 

$9,800  (provisional  ballots) 


+ 173,953.43  (notice  to  newly  registered  voters) 


$4,183,264.94  (FY  2019  total) 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  they  do  not  expect  a fiscal  impact  to  their 
city  from  this  proposed  amendment. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  Metropolitan  Community  College  indicated  there  is  no  anticipated 
impact  for  their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City 
of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the 
City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  University  of  Missouri,  St.  Louis 
Community  College 

Fiscal  Note  Summary 

The  proposal  will  result  in  no  direct  costs  or  savings  for  state  and  local  governmental 
entities.  If  the  state  legislature  passes  a general  law  as  allowed  by  this  proposal  the 
potential  costs  or  savings  would  be  based  on  the  legislation  established,  which  is 
unknown  at  this  time. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 

May  18,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

MAY  1 8 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751-2301 

(VGGk) 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  192  (2016-063) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  18,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 
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Cou  nty: 

Page  number: 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 

written  after  my  name. 

(Official  Ballot  Title) 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 

co 


NAMI 
1 Signature) 

Date 

Signed 

Rl  (ilSTHRI  l>  VOTINCi  ADDRESS 
(Street.  No  1*0  Boxes)  (Cil\.  limn  or  Village) 

/ip 

Code 

C'ong 

l)ist 

NAMI 

(I’rml  or  Typed) 

1. 

■» 

4. 

5. 

6. 

7. 

X. 

»>. 

10. 

1 1. 

12. 

13. 

M. 

15. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

One  new  section  of  the  Revised  Missouri  Statutes  is  enacted,  to  be  known  as  section 

1 92. 008,  to  read  as  follows: 

192.008.  1.  “The  Missouri  Health  Insurance  Cooperative”  (hereinafter  referred  to  as 
“MHIC”)  is  hereby  created,  within  the  department  of  health  and  senior  services,  to 
provide  health  insurance  for  citizens  of  Missouri  who  wish  to  become  members  of  the 
cooperative. 

2.  The  MHIC  shall  be  administered  by  the  director  of  the  department  of  health 
and  senior  services. 

3.  The  state  of  Missouri  is  authorized  to  issue  bonds  to  cover  the  start-up  costs  for 
the  MHIC  and  any  shortages  of  funds  needed  to  pay  authorized  benefits  until  such  time 
as  the  premiums  and  out-of-pocket  maximums  for  members  have  been  adjusted  to  fully 
cover  administrative  expenses  and  benefits  paid  with  money  collected  from  premiums 
paid  by  members. 

4.  Memberships  in  The  Missouri  Health  Insurance  Cooperative  shall  be  available 
beginning  no  later  than  January  1 , 201 8. 

5.  Enrollment  in  The  Missouri  Health  Insurance  Cooperative  (hereinafter  referred 
to  as  “MHIC”)  shall  be  voluntary  and  limited  to  citizens  of  the  state  of  Missouri. 

6.  Premiums  for  insurance  coverage  through  MHIC,  as  well  as  the  out-of-pocket 
maximum  for  members  will  be  based  on  a percentage  of  each  member’s  gross  annual 
income,  as  determined  by  the  board.  Premiums  and  out-of-pocket  maximums  will  be 
adjusted  annually,  with  premiums  set  as  low  as  possible  and  out-of-pocket  maximums  set 
as  high  as  possible. 

7.  The  MHIC  shall  be  revenue-neutral.  The  percentages  of  income  established  for 
premiums  and  out-of-pocket  maximums  shall  be  adjusted  annually  and  set  at  levels  that 
will  insure  that  revenues  are  sufficient  to  cover  all  costs,  including  amounts  paid  out  to 
members  for  health  care  expenses  in  excess  of  their  out-of-pocket  maximum  and  all 
administrative  expenses;  as  well  as  funds  necessary  to  pay  principal  and  interest  on  bonds 
issued  to  fund  start-up  costs  for  MHIC. 

8.  Only  treatments  and  procedures  deemed  medically  necessary,  as  determined  by 
the  department  of  health  and  senior  services  shall  be  covered  through  the  MHIC. 

9.  Members  who  waive  coverage  for  health  care  expenses  and  treatments 
commonly  associated  with  smoking  tobacco  or  consuming  alcohol  will  receive  a discount 
on  their  premiums  that  reflects,  as  accurately  as  possible  the  benefits  to  The  MHIC  as  a 
result  of  not  having  to  pay  for  such  care  and  treatment.  Should  the  general  assembly 
elect  to  provide  subsidies  to  MHIC  for  health  care  expenses  and  treatments  commonly 
associated  with  smoking  tobacco,  consuming  alcohol,  or  other  recreational  drug  use 
through  the  collection  of  excise  taxes  on  tobacco  products,  alcohol,  or  recreational  drugs, 
this  discount  will  be  suspended  and  all  members  of  MHIC  will  pay  the  same  percentage 
of  their  income  as  premiums. 

10.  Members  of  the  MHIC  and  health  care  providers  in  the  state  of  Missouri,  are 
responsible  for  keeping  records  and  receipts  for  covered  health  care,  to  be  furnished  to 
the  MHIC  in  the  event  that  expenses  for  needed  health  care  exceed  the  out-of-pocket 
maximum  for  a given  calendar  year  and  reimbursement  is  thereby  requested. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-063) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapter  192 
of  the  Revised  Statutes  of  Missouri.  (Received  May  18,  2015) 


Date 


June  8,  2015 

Description 

This  proposal  would  amend  Chapter  192  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
legislation  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  reviewed  the 
provisions  of  this  initiative  petition  and  detennined  it  would  not  have  a direct  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated: 

An  unknown  number  of  staff  to  oversee  the  Missouri  Health  Insurance  Cooperative 
program  would  require  rental  space,  located  in  Jefferson  City. 

Unknown  IT  costs  or  savings  related  to  this  proposal. 

Section  192.008.7  of  the  petition  states  that  program  would  be  revenue-neutral. 

Section  192.008  creates  a new  health  insurance  program.  The  Missouri  Health  Insurance 
Cooperative  (MHIC),  with  oversight  by  the  Department  of  Health  and  Senior  Services 
(DHSS).  MHIC  is  to  be  available  by  January  1,  2018  which  is  six  months  of  FY  2018. 

The  program  is  to  be  self-supporting  by  annually  adjusting  premiums  and  out-of-pocket 
maximums  to  ensure  that  all  costs  as  well  as  funds  necessary  to  pay  principal  and  interest 
on  bonds  issued  to  fund  start-up  costs  for  the  MHIC. 

DHSS  is  unable  to  determine  the  number  of  individuals  who  would  participate  in  MHIC. 
In  addition,  the  premium  rates  charged  by  MHIC  could  be  affected  by  items  such  as  (1) 
costs  for  covered  services,  (2)  the  scope  of  benefits  that  are  included,  (3)  the  plan's  cost- 
sharing requirements,  and  (4)  the  health  status  of  the  plan's  enrollees.  Also,  the  MHIC 
program  oversight  responsibilities  and  costs  would  be  directly  impacted  by  the  size  of  the 
program  (i.e.,  number  of  participants,  list  of  covered  services,  etc).  The  Office  of 
Administration  could  issue  bonds  for  startup  costs  and  to  cover  initial  shortages.  DHSS 
is  not  able  to  determine  the  amount  of  startup  cost,  premium  rates,  etc.  DHSS  does  not 
administer  a similar  program  of  any  kind,  so  significant  unknown  staffing  or  contractual 
costs  would  be  necessary.  Due  to  the  numerous  unknown  factors,  DHSS  is  submitting  an 
Unknown  Expense  equal  to  Unknown  Revenue  (Revenue  Neutral-zero  impact)  fiscal 
note. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 


Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  impact  to  their 
office  resulting  from  this  initiative  petition. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

The  proposal  adds  Section  192.008,  RSMo,  to  create  the  Missouri  Health  Insurance 
Cooperative  (MHIC)  which  will  be  administered  by  the  Department  of  Health  and  Senior 
Services.  The  state  is  authorized  to  issue  bonds  to  cover  start-up  costs  and  funds  needed 
for  the  program  until  the  premium  base  has  been  established  and  is  able  to  pay  benefits 
and  administrative  costs.  Premium  levels  are  to  be  set  and  adjusted  annually  in  order  to 
raise  sufficient  funds  to  cover  all  costs,  including  principal  and  interest  on  bonds. 

This  initiative  does  not  specify  who  within  the  state  has  the  authority  to  issue  bonds. 
There  must  be  a vote  of  the  citizens  or  there  must  be  a specifically  named  Board  of  which 
a majority  vote  is  required  before  bonds  are  issued.  If  it  was  determined  that  the  Board  of 
Public  Buildings  would  issue  the  bonds,  the  bond  issuance  duties  would  be  carried  out  by 
their  office.  Those  duties  could  be  assumed  by  current  staff  at  no  additional  cost. 
However,  there  would  be  a cost  to  the  state  for  the  bond  issuance  and  potentially  for  the 
principal  and  interest  payments  until  the  MHIC  became  self-supporting.  Their  office  is 
unable  to  estimate  the  cost  as  it  would  be  dependent  upon  the  amount  of  bonds  issued. 
For  example,  issuing  $10,000,000  would  cost  about  $692,000  per  year  for  25  years  plus 
an  issuance  cost  of  $250,000.  It  is  expensive  to  issue  bonds  regularly,  especially  for 
relatively  small  amounts  of  money  such  as  this.  It  may  make  more  sense  for  an  entity  to 


borrow  funds  from  a bank  in  the  form  of  a revolving  loan  instead  of  through  the 
municipal  markets. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  they  would  not  expect  this  proposed 
amendment  to  affect  their  city  unless  the  terms  of  coverage  were  so  attractive  that 
employees  chose  to  switch  from  city-provided  health  benefits.  Presumably,  that  could 
affect  the  insured  pool  and  associated  premiums. 


Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

The  program  is  required  to  be  revenue  neutral.  Therefore  no  costs  or  savings  are  expected 
for  state  and  local  governmental  entities. 


Jamf.s  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
state  of  Missouri 


RECEIVED 

MAY  1 8 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751-2301 


May  18,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  286  & 143  (2016-062) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  18,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County: 

Page  number: 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition:  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 

written  after  my  name. 

(Official  Ballot  Title] 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
I, , being  first  duly  sworn,  say  (print  of  type  names’-of  signers] 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  City,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one]  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures] 


(Printed  Name  of  Affiant] 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal] 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as 
sections  286.131  and  143.012,  to  read  as  follows: 

286. 131.  1 . Effective  June  1 . 201 7,  the  division  of  employment  security  will  begin  to 
provide  employment  through  a program  to  be  known  as  “public  sector  employment,”  in 
lieu  of  unemployment  benefits  to  as  many  eligible  citizens  of  Missouri  as  possible  with 
the  funds  available. 

2.  Bonds  shall  be  issued  to  provide  initial  funding  for  public  sector  employment, 
with  principle  and  interest  on  said  bonds  being  paid  with  funds  collected  through  the 
surtax  on  capital  gains,  as  provided  for  in  Section  143.012,  as  funds  become  available 
through  that  surtax. 

3.  Public  sector  employment  will  be  available  only  to  residents  of  the  state  of 
Missouri. 

4.  If  funding  is  insufficient  to  provide  employment  for  all  applicants,  priority 
placement  will  be  given  to  the  applicants  with  the  greatest  number  of  dependents  (as 
claimed  on  the  applicant’s  federal  Form  W-4). 

5.  The  compensation  provided  for,  and  other  specific  policies  related  to,  work  done 
through  public  sector  employment  shall  be  determined  and  set  by  the  labor  and  industrial 
relations  commission. 

6.  The  work  done  as  public  sector  employment  should  be  directed  toward  projects 
that  have  some  public  benefit  for  the  state  of  Missouri.  Initial  projects  should  have  a 
particular  focus  on  improving  the  energy  efficiency  of  existing  publically  owned 
buildings,  constructing  state-owned  and  operated  wind  and  solar  projects,  and  planting 
trees. 

7.  Applicants  for  public  sector  employment  may  be  required  to  take  aptitude  tests  to 
determine  the  jobs  for  which  they  may  be  best  suited  and  to  receive  training  designed  to 
improve  their  skills.  Normal  rates  of  compensation  provided  under  this  program  will  be 
paid  for  time  spent  testing  and  training. 

8.  In  the  event  that  an  applicant  employed  through  these  public  works  projects 
consistently  fails  to  provide  adequately  for  the  needs  of  his  or  her  dependents,  as  a result 
of  substance  abuse  problems,  other  addictions,  or  other  mental  health  issues,  guidance 
and  assistance  in  financial  management  shall  be  offered.  Should  the  applicant  continue  to 
misuse  the  income  being  provided  through  these  public  works  projects,  an  amount  equal 
to  ninety  percent  of  the  income  earned  may  be  paid  in  the  form  of  vouchers  to  be  used 
exclusively  to  pay  for  rent,  food,  utilities,  and  medical  care  for  the  employee  and  her  or 
his  dependents. 

143.012.  1 . Beginning  with  the  2017  calendar  year,  a surtax  of  ten  percent  on  the  amount 
of  capital  gains  reported  on  each  Missouri  resident’s  Federal  tax  return  (Form  1040),  will 
be  imposed,  with  the  funds  collected  dedicated  to  providing  funding  for  public  sector 
employment  through  the  division  of  employment  security. 

2.  To  the  extent  that  public  sector  employment  reduces  the  funding  needed  to 
provide  various  forms  of  public  assistance,  the  state  of  Missouri  shall  seek  approval  from 
the  government  of  the  United  States  of  America  to  transfer  funding  provided  for  such 
assistance  programs  to  the  division  of  employment  security. 

3.  In  the  event  that  excess  funds  remain  after  all  applicants  for  employment  have 
been  employed,  all  funds  beyond  a reserve  sufficient  to  meet  anticipated  funding  for  the 
succeeding  twelve-month  period,  as  determined  by  the  commission,  shall  be  transferred 
to  the  general  fund.  If,  after  funds  have  been  transferred  to  the  general  fund,  unexpected 
demand  for  public  sector  employment  results  in  a shortfall  of  revenue  needed  to  fully 
fund  the  program,  an  amount  equal  to  all  funds  transferred  to  the  general  fund  during  the 
preceding  12  month  period  shall  be  returned  to  the  division  of  employment  security. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-062) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapters  286 
and  143  of  the  Revised  Statutes  of  Missouri.  (Received  May  18,  2015) 


Date 


June  8,  2015 

Description 

This  proposal  would  amend  Chapters  286  and  143  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
legislation  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  reviewed  the 
provisions  of  this  initiative  petition  and  detennined  it  would  not  have  a direct  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated: 

It  could  affect  any  agency  that  administers  any  public  assistance  programs. 

Space  will  be  required  for  948  FTE  throughout  the  state. 

There  are  over  138,000  small  businesses  covered  under  Missouri's  unemployment 
insurance  system.  Because  Missouri's  Unemployment  Insurance  Compensation  (UI) 
program  is  certified  in  conformity  with  Federal  UI  laws,  most  employers  never  actually 
pay  the  total  6.0%  in  FUTA  taxes  due  to  the  credits  they  receive  for  the  payment  of  state 
unemployment  taxes  and  for  paying  reduced  rates  under  an  approved  experience  rating 
plan.  However,  since  this  bill  could  cause  Missouri's  program  to  be  out  of  compliance  or 
out  of  conformity,  Missouri  employers  would  pay  the  full  6.0%.  If  this  petition  causes 
Missouri's  program  to  be  out  of  compliance  or  out  of  conformity,  Missouri  employers 
would  pay  the  full  6.0%  or  approximately  an  additional  $889  million  per  year. 


In  addition  to  standard  per  FTE  costs  for  IT  services.  ITSD  estimated  costs  of  $299,538 
in  FY  2017  and  $61,045  in  FY  2018  to  set  up  and  implement  the  computer  system. 


A surtax  on  capital  gains  of  10%  would  be  imposed  beginning  with  the  2017  tax  year. 
DOLIR  defers  to  the  Office  of  Administration  regarding  the  estimate  of  revenue  collected 
from  this  surtax. 

This  petition  seeks  to  create  a new  section  286. 13 1 requiring  the  Division  of  Employment 
Security  to  provide  employment  through  a program  called  "Public  Sector  Employment" 
in  lieu  of  unemployment  benefits.  It  is  unclear  to  the  DES  whether  this  public  works 
program  is  designed  to  be  voluntary  or  mandatory.  If  this  language  is  interpreted  to 
prohibit  otherwise  eligible  individuals  from  filing  claims  for  the  payment  of 
unemployment  benefits,  a confonnity  issue  with  federal  law  would  be  raised. 

This  petition  also  creates  section  143.012.2  that,  under  certain  conditions,  would  permit 
the  state  to  seek  funding  for  the  program  from  various  forms  of  public  assistance.  If  this 
provision  would  allow  the  state  to  seek  funding  from  the  unemployment  insurance  trust 
fund  for  the  public  works  program  then  a confonnity  issue  with  federal  law  would  be 
raised. 

The  federal  and  state  governments  are  jointly  responsible  for  administering  the 
Unemployment  Insurance  (UI)  program.  State  administrative  grants  are  needed  to 
operate  the  UI  program  and  for  employers  to  qualify  for  certain  tax  credits. 

Depending  upon  interpretation,  this  bill  could  create  several  conformity  issues  with 
federal  unemployment  law.  Non-conformity  with  federal  law  could  jeopardize  the 
certification  of  Missouri's  UI  program.  If  the  program  fails  to  be  certified,  Missouri 
would  lose  approximately  $38  million  in  federal  funds  the  state  receives  each  year  to 
administer  the  UI  program.  Additionally,  Missouri  would  lose  the  approximately  $12 
million  in  federal  funds  each  year  the  Department  of  Economic  Development-Division  of 
Workforce  Development  uses  for  Wagner-Peyser  reemployment  services. 

The  FUTA  imposes  a 6.0%  payroll  tax  on  employers.  Most  employers  never  actually  pay 
the  total  6.0%  due  to  credits  they  receive  for  the  payment  of  state  unemployment  taxes 
and  for  paying  reduced  rates  under  an  approved  experience  rating  plan.  FUTA  allows 
employers  tax  credits  up  to  a maximum  of  5.4%  against  the  FUTA  payroll  tax  if  the  state 
UI  law  is  approved  by  the  Secretary  of  Labor.  However,  if  this  bill  causes  Missouri's 
program  to  be  out  of  compliance  or  out  of  confonnity,  Missouri  employers  would  pay  the 
full  6.0%  or  approximately  an  additional  $889  million  per  year. 

DOLIR  assumes  the  state  unemployment  tax  would  still  be  collected  and  deposited  into 
the  Unemployment  Insurance  (UI)  Trust  Fund  because  the  proposal  does  not  repeal  those 
statutes.  If  the  UI  Trust  Fund  no  longer  pays  out  unemployment  benefits,  the  lack  of 
unemployment  payouts  would  lead  to  a 0%  contribution  rate  for  employers  with  no 
revenue  deposited  to  the  UI  Trust.  This  would  effectively  negate  the  purpose  of  the  fund 
and  the  statutes  that  govern  it. 


Regardless  of  whether  the  program  would  be  mandatory,  DOLIR  estimates  it  would  need 
FTE  and  ongoing  costs  to  set  up  and  administer  the  program. 


As  the  program  becomes  established,  individuals  would  be  deferred  from  public 
assistance  to  the  "Public  Sector  Employment"  program,  which  could  result  in  a decrease 
in  unemployment  benefit  payments  by  DOLIR  and  in  public  assistance  payments  from 
other  agencies. 

Ongoing  costs  associated  with  the  program  would  be  the  same  as  those  covered  in  the 
estimate  period. 

Revenue  Estimate 

The  Department  of  Labor  and  Industrial  Relations  (DOLIR)  defers  to  the  Office  of 
Administration  (OA),  Budget  and  Planning,  for  a projection  of  revenue  generated  based 
on  the  10%  surtax  of  capital  gains.  For  the  purpose  of  this  estimate,  the  revenue  is 
projected  at  $617,500,000  annually. 

Division  of  Employment  Security 

This  petition  creates  a new  section  286.131  to  establish  a public  sector  works  program  to 
be  operated  by  the  Missouri  Division  of  Employment  Security  (DES)  to  provide 
employment  in  lieu  of  unemployment  benefits  to  as  many  eligible  citizens  as  possible.  It 
is  unclear  whether  this  program  would  be  voluntary  or  mandatory.  If  the  program  is 
interpreted  to  be  a mandatory  program  and  prohibits  otherwise  eligible  individuals 
from  filing  claims  for  the  payment  of  unemployment  benefits,  a conformity  issue  with 
federal  law  would  be  raised. 

The  federal  and  state  governments  are  jointly  responsible  for  administering  the 
Unemployment  Insurance  (UI)  program.  State  administrative  grants  are  needed  to 
operate  the  UI  program  and  for  employers  to  qualify  for  certain  tax  credits.  Non- 
conformity with  federal  law  could  jeopardize  the  certification  of  Missouri's  UI  program. 
If  the  program  fails  to  be  certified,  Missouri  would  lose  approximately  $38  million  in 
federal  funds  the  state  receives  each  year  to  administer  the  UI  program.  Additionally, 
Missouri  would  lose  the  approximately  $12  million  in  federal  funds  each  year  the 
Department  of  Economic  Development-Division  of  Workforce  Development  uses  for 
Wagner-Peyser  reemployment  services. 

If  this  program  is  designed  to  be  voluntary,  meaning  individuals  have  a choice  between 
accepting  a public  works  position  or  claiming  unemployment  benefits,  then  no  federal 
conformity  issue  is  raised.  However,  the  DES  receives  a federal  unemployment 
insurance  (UI)  administrative  grant  to  operate  Missouri's  UI  program.  Section  303(a)(8) 
of  the  Social  Security  Act  limits  the  expenditure  of  UI  grant  funds  to  amounts  necessary 
for  "the  proper  and  efficient  administration"  of  the  state's  UI  law.  The  costs  for 
developing,  administering,  and  maintaining  the  "Public  Sector  Employment"  program  are 
not  considered  a necessary  expense  for  the  "proper  and  efficient  administration"  of  the 
state's  UI  law;  therefore,  they  are  not  allowable  expenditures  from  the  state's  UI  grant. 
As  such,  all  funding  necessary  to  develop,  administer  and  maintain  this  program  will 
need  to  come  from  the  bonds  and  surtax  established  by  the  proposed  statutes  or  from 
general  revenue. 


The  DES  estimates  the  total  cost  to  develop,  adminsister  and  maintain  the  Public  Sector 
Employment  program  to  be  roughly  $1.4  billion  per  year  if  it  were  to  serve  the  entire 
population  of  unemployed  individuals  which  currently  claim  benefits.  In  estimating  the 
total  costs  of  the  program,  the  DES  made  the  following  assumptions  and  estimates. 

Placement  and  DES  Administrative  Costs 

The  DES  estimates  120,000  individuals  will  qualify  for  unemployment  benefits  annually 
and  be  placed  in  the  Public  Sector  Employment  program.  The  DES  estimates  the  average 
costs,  with  fringe,  per  DES  employee  is  about  $30.00  per  hour.  The  DES  assumes  it  will 
take  a total  of  15  hours  staff  time  for  each  Public  Sector  Employment  job  placement/ 
enrollment  at  $30  per  hour  for  a total  cost  of  $54,000,000.00  (120,000  x $450).  This 
equates  to  approximately  865  staff.  Additional  funds  will  be  needed  for  ongoing 
equipment  and  operating  supplies  to  support  the  operation  of  the  program. 

In  addition,  the  DES  assumes  it  will  need  10%  of  the  DES  staffing  costs  for  making 
placements  to  manage  and  administer  the  Public  Sector  Employment  program.  This 
equates  to  $5,400,000.00  ($54,000,000  X .10)  and  approximately  51  FTE  and  ongoing 
expenses  related  to  managing  the  program. 

Wages  Paid  to  Participants 

The  DES  assumes  the  applicants  placed  in  the  job  programs  will  be  considered  state 
employees.  The  DES  assumes  it  will  provide  20  weeks  of  work  (40  hours  each  week)  for 
each  applicant.  The  DES  assumes  most  of  the  position  will  be  minimum  wage  jobs,  and 
the  DES  estimates  that  average  hourly  wage,  with  fringe,  for  each  participant  placed  in 
the  program  will  be  $12.00  per  hour.  If  the  DES  were  to  employ  all  120,000  estimated 
applicants,  at  $12.00  per  hour,  for  20  weeks,  the  total  cost  of  the  annual  wages  paid  to  the 
participants  would  be  $1,152,000,000.00  (120,000  X 20  X 40  X $12). 

Material  Costs  for  Construction  Projects 

In  calculating  the  material  costs,  the  DES  assumes  labor  to  material  costs  at  3 to  1 ratio. 
Using  this  ratio,  the  annual  material  cost  is  estimated  at  $380,160,000.00  ($1,152,000,000 
X .33). 

Management  of  Construction  Projects 

The  DES  will  contract  the  management  of  the  construction  projects  to  the  Office  of 
Administration,  Division  of  Design  and  Construction.  The  DES  assumes  management 
fees  will  be  10%  of  the  cost  of  wages  and  material,  which  equates  to  $153,216,000.00 
($1,532,160,000  X .10). 

Skill  Assessment  and  Training  Costs 

The  DES  will  contract  with  the  Department  of  Economic  Development,  Division  of 
Workforce  Development  for  the  cost  of  administering  skills  test  and  job  training  to  each 
applicant  in  the  Public  Sector  Employment  program.  The  DES  estimates  the  skills  test  of 
each  participant  will  require  0.5  hours  of  time  at  $30.00  per  hour  for  a total  cost  of 
$1,800,000  (120,000  X $15).  In  addition,  the  DES  estimates  the  average  training  for 


each  participant  will  require  20  hours  of  time  at  $30.00  per  hour  for  a total  cost  of 
$72,000,000  (120,000  X $600). 


Monitoring  of  Participants 

The  DES  will  contract  with  the  Department  of  Social  Services  for  the  cost  of  monitoring 
each  participant  in  the  Public  Sector  Employment  program.  The  DES  estimates  the 
monitoring  of  each  participant  will  require  8 hours  of  time  at  $30.00  per  hour  for  a total 
cost  of  $28,800,000  (120,000  X $240). 

Section  143.012.2  stipulates  that  under  certain  conditions  the  state  shall  seek  funding  for 
the  public  sector  works  program  from  various  forms  of  public  assistance,  if  approved  by 
the  federal  government.  If  there  are  no  public  assistance  funds  available,  the  program 
would  be  supported  by  the  capital  gains  surtax  and  general  revenue. 

DOLIR  assumes  the  state  unemployment  tax  would  still  be  collected  and  deposited  into 
the  Unemployment  Insurance  (UI)  Trust  Fund  because  the  proposal  does  not  repeal  those 
statutes.  If  the  UI  Trust  Fund  no  longer  pays  out  unemployment  benefits,  the  lack  of 
unemployment  payouts  would  lead  to  a 0%  contribution  rate  for  employers  with  no 
revenue  deposited  to  the  UI  Trust.  This  would  effectively  negate  the  purpose  of  the  UI 
Trust  fund  and  the  statutes  that  govern  it. 

Labor  and  Industrial  Relations  Commission  (L1RC) 

The  LIRC  would  be  responsible  for  compensation  of  the  individuals  working  in  this 
program,  setting  the  policies  and  defining  the  work  done  through  the  program. 

A Project  Director  will  work  with  the  Commissioners  to  set  policy  and  oversee  the 
efficiency  and  ongoing  needs  of  the  program.  This  position  will  be  responsible  to 
coordinate  the  solicitation  and  approval  of  qualifying  work,  coordinate  the  establishment 
of  wages  for  all  work,  oversee  compensation  surveys,  set  and  review  performance 
measures,  detennine  the  effectiveness  of  the  program,  and  provide  oversight  to  ensure 
DES  is  implementing  the  program  in  accordance  with  the  policies  enacted  by  the  LIRC. 

Set  up  of  the  program  will  require  legal  research,  promulgation  of  rules  and  regulations, 
and  contract  oversight  which  would  be  perfonned  by  one  Legal  Counsel. 

Two  Special  Assistants/Office  and  Clerical  would  provide  support  to  the  Project  Director 
and  Legal  Counsel,  including  routine  clerical  duties;  scheduling  meetings  with  the 
Commission;  performing  data  entry;  and  updating  rules,  regulations,  and  policies  as 
necessary. 

Departmental  Administration 

The  DES  assumes  the  120,000  participants  would  be  treated  as  employees  of  the  state  for 
the  weeks  worked  in  the  program.  Therefore,  in  order  to  process  and  support 
administrative  functions  associated  with  the  additional  933  FTE  required  to  implement 
the  program  and  the  120,000  participants  in  the  program,  additional  administrative  staff 
will  be  required.  The  majority  of  administrative  functions  would  be  absorbed  by  the 


department.  However,  DOLIR  assumes  it  would  require  up  to  28  FTE  to  process 
employment  documents  for  the  120,000  program  participants  annually. 

Infonnation  Technology  needs: 

The  assumptions  made  are  to  import  information  from  a new  client  public  service  job 
application  form  into  a database.  Build  new  web  pages  to  display  and  update  the  client 
information.  Create  a new  exchange  of  data  with  DMH  to  retrieve  information  on 
substance  abuse,  other  additions,  and  mental  health  issues  for  clients  that  have  a public 
service  job.  Create  a new  exchange  of  data  with  DSS  to  gather  information  on  clients 
that  have  a public  service  job  that  are  failing  to  provide  adequately  for  their  dependents. 
Create  a new  exchange  with  DSS  to  send  client  infonnation  to  have  vouchers  produced 
from  the  DSS  programs  currently  in  place  like  food  stamps.  Create  a new  exchange  with 
Revenue  to  receive  client  infonnation  for  the  W-4  dependent.  Create  a new  exchange 
with  DED  to  receive  client  infonnation  on  aptitude  test  and  training.  Create  a new 
exchange  with  a vendor  to  send  payment  infonnation  for  them  to  produce  the  payment. 
Create  a new  exchange  with  a SAMII.  If  DOLIR  cannot  use  DSS  voucher  system  then 
the  cost  will  increase  significantly  for  DOLIR  to  produce  vouchers.  Create  a financial 
min  system  to  track  the  financial  piece  along  with  financial  reports.  Scanning  and 
imaging  of  the  form.  The  system  will  require  a new  database  and  services  from  the  State 
Data  Center. 

SUMMARY 


The  effective  date  of  the  program  start  is  June  1,  2017.  DOLIR  assumes  that  there  would 
be  ramp-up  time  required  to  develop  the  program,  implement  the  systems  and  framework, 
and  train  staff  in  order  to  begin  June  1,  2017.  The  estimated  cost  per  participant  in  the 
Public  Sector  Employment  Program  is  $15,688  ($1,882,606,164  120,000)  in  FY  2018. 

Using  the  annual  revenue  estimate  of  $617,500,000,  they  estimate  39,361  individuals 
could  participate  in  the  Public  Sector  Work  Program  each  year  ($617,500,000 
$15,688).  If  revenues  increase  or  decrease  in  any  given  year,  the  number  of  participants 
in  the  program  would  rise  or  fall  proportionally.  DOLIR  estimates  the  fiscal  impact  of 
this  petition  at  $0-($667,500,000)  annually,  but  could  be  up  to  $1,882,606,164  if  funds 
were  available  based  on  the  current  rate  of  unemployment  insurance  claims. 

Officials  from  the  Department  of  Revenue  indicated  the  total  increased  costs  would  be 
$149,929  for  FY  2016,  $165,921  for  FY  2017,  and  $167,614  for  FY  2018.  Increased 
revenue  is  expected  to  be  $617,500,000  per  year. 

If  excess  funds  remain  after  all  applicants  have  been  employed,  the  legislation  transfers 
this  excess  to  General  Revenue,  less  the  reserve  sufficient  to  meet  the  next  12  month 
period. 


This  legislation  may  create  a positive  impact  on  state  revenues. 


Section  143.012 

Beginning  January  1,  2017,  the  legislation  imposes  a ten  percent  (10%)  surtax  on  capital 
gains  reported  on  a Missouri  resident  taxpayer’s  federal  tax  return.  Once  implemented,  if 
excess  funds  exist  after  all  applicants  are  employed,  less  the  reserve  necessary  to  fund  the 
next  twelve  months,  the  excess  funds  shall  be  transferred  to  General  Revenue. 

For  tax  year  2012,  positive  capital  gains  of  $6,175  billion  were  reported  on  federal  tax 
returns  filed  by  Missouri  residents.  The  Department  estimates  $617.5  million  will  be 
collected  from  the  10  percent  surtax  to  provide  funding  for  public  sector  employment 
through  the  Division  of  Employment  Security. 

Administrative  Impact: 

Personal  Tax 

Personal  Tax  requires  form  and  programming  changes.  Additionally,  Personal  Tax 
requires  two  (2)  Revenue  Processing  Technicians  I (Range  10,  Step  L)  for  error 
correction  and  correspondence. 

Collections  & Tax  Assistance: 

This  section  will  see  additional  contacts  on  the  surtax,  notice  of  adjustment,  and  billings. 
Collections  & Tax  Assistance  requires  two  (2)  Tax  Collection  Technicians  I (Range  10, 
Step  L)  for  additional  contacts  on  the  delinquent  and  non-delinquent  tax  lines.  Each 
technician  requires  CARES  equipment  and  license. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  impact  to  their 
office  resulting  from  this  initiative  petition. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

The  proposal  adds  Sections  286.131  and  143.012,  RSMo,  to  create  a Public  Sector 
Employment  program,  administered  by  the  Division  of  Employment  Security.  The 
program  is  to  provide  employment  to  eligible  citizens  in  lieu  of  unemployment  benefits. 
Bonds  are  to  be  issued  to  provide  initial  funding  and  a new  10%  surcharge  on  capital 
gains  imposed  to  pay  for  the  principle  and  interest  on  bonds  along  with  the  program 
costs. 


This  initiative  does  not  specify  who  within  the  state  has  the  authority  to  issue  bonds. 
There  must  be  a vote  of  the  citizens  or  there  must  be  a specifically  named  Board  of  which 
a majority  vote  is  required  before  bonds  are  issued.  If  it  was  determined  that  the  Board  of 
Public  Buildings  would  issue  the  bonds,  the  bond  issuance  duties  would  be  carried  out  by 
the  Office  of  Administration.  Those  duties  could  be  assumed  by  current  staff  at  no 
additional  cost.  However,  there  would  be  a cost  to  the  state  for  the  bond  issuance  and 
potentially  for  the  principal  and  interest  payments  until  the  MHIC  became  self- 
supporting.  The  Office  of  Administration  is  unable  to  estimate  the  cost  as  it  would  be 
dependent  upon  the  amount  of  bonds  issued.  For  example,  issuing  $10,000,000  would 
cost  about  $692,000  per  year  for  25  years  plus  an  issuance  cost  of  $250,000.  It  is 
expensive  to  issue  bonds  regularly,  especially  for  relatively  small  amounts  of  money  such 
as  this.  It  may  make  more  sense  for  an  entity  to  borrow  funds  from  a bank  in  the  form  of 
a revolving  loan  instead  of  through  the  municipal  markets. 

This  initiative  also  enacts  a 10  percent  capital  gains  surtax  to  provide  funding  for  the 
public  sector  employment  through  the  Division  of  Employment  Security.  Using  Tax 
Year  2012  data,  capital  games  for  Missouri  taxpayers  totaled  $617.5  billion;  therefore, 
we  estimate  that  10  percent  surtax  would  increase  total  state  revenue  by  up  to  $617.5 
million  with  the  revenue  directed  to  the  program.  If  it  is  detennined  there  are  excess 
funds  from  the  surtax,  those  excess  funds  shall  be  transferred  to  the  general  fund. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 


needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  it's  not  clear  if  the  proposed  amendment 
would  have  a fiscal  impact  on  their  city.  If  the  work  program  is  limited  solely  to  state- 
funded  projects,  direct  impact  is  less  likely.  If  the  work  also  extends  to  local  public 
projects,  the  new  workers  could  displace  public  employees  or  local  or  regional 
contractors  who  normally  bid  for  this  work.  Personal  and  corporate  income,  and  taxes 
paid  on  income,  as  well  as  sales  taxes  paid  on  purchases  in  Columbia,  could  be  affected. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal  cost 
to  their  city.  It  would  have  a positive  fiscal  impact  if  these  citizens  worked  on  KCMO 
projects  and  were  funded  by  this  program.  It  is  impossible  to  estimate  the  fiscal  impact 
until  the  number  of  positions  funded  for  KCMO  projects  was  determined. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

If  approved,  state  governmental  entities  estimate  annual  revenue  increases  of  about  $617 
million  to  fund  the  proposed  program.  State  government  may  lose  $50  million  in  federal 
funding  annually  and  businesses  in  the  state  may  have  increased  federal  unemployment 
tax  costs  of  $889  million  annually.  The  fiscal  impact  to  local  government  is  unknown. 
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RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  130  & 143  (2016-061) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  18,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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County: 

Page  number: 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretaiy  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8°>  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and 
County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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_,  being  first  duly  sworn,  say  (print  of  type  nap^s  of  signers) 
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REGISTI  Rl  I)  VOTING  ADDRESS 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer:  • 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Subscribed  and  sworn  to  before  me  this day  of 

1 


Address  of  Affiant 
A.  D. 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as  sections 
130.230  and  143.990,  to  read  as  follows: 

1 30.230.  1 . “The  Missouri  elections  trust  fund”  is  hereby  created  to  provide  public  financing  for 
candidates  for  office  in  Missouri  who  agree  to  accept  and  meet  certain  conditions  and  limitations. 

2.  The  government  by  the  people  trust  fund  will  be  administered  by  a board,  to  be  known  as  the 
“public  finance  commission”  consisting  of  seven  members,  to  be  nominated  by  the  governor  and 
approved  by  the  senate. 

(1)  No  individual  may  be  appointed  to  the  public  finance  commission  who  is: 

(a)  a government  employee; 

(b)  a registered  lobbyist,  or  who  has  been  a registered  lobbyist  at  any  time  during  the  5- 
year  period  preceding  their  appointment  to  the  commission; 

(c~)  an  officer  or  employee  of  a political  party  or  political  campaign: 

(d)  an  elected  official,  senator,  or  representative. 

(2)  Members  of  the  public  finance  commission  shall  be  appointed  for  a term  of  five  years; 
except  the  second  and  third  classes  of  the  first  seven  members  of  the  public  finance  commission  , 
who  shall  be  divided  into  three  classes,  as  follows; 

(a)  The  first  three  members  to  be  confirmed  shall  serve  a full  five-year  term; 

(b)  The  fourth  and  fifth  members  to  be  confirmed  shall  serve  a three-year  term; 

(c)  The  sixth  and  seventh  members  to  be  confirmed  shall  serve  a one-year  term. 

(3)  Members  of  the  public  finance  commission  may  be  removed  from  office  if  convicted  of 
fraud  or  mismanagement  of  funds  administered  by  the  public  finance  commission,  or  conviction 
of  a felony. 

3.  Members  of  the  public  finance  commission  will  be  reimbursed  for  travel  and  other  expenses  at 
the  prevailing  rate  for  other  employees  and  officers  of  the  state  of  Missouri. 

4.  The  funds  collected  under  this  program  will  be  distributed  only  to  candidates  who  accept  the 
conditions  required  to  qualify  for  public  financing. 

5.  Candidates  accepting  public  funds  must  agree  to  and  meet  the  following  conditions: 

(1)  Not  to  accept  contributions  from  corporations  or  political  action  committees  that 
include  corporate  contributions  in  their  fund-raising; 

(2)  Not  to  accept  donations  totaling  more  than  $1000  from  any  individual  or  other  source, 
other  than  themselves,  excluding  a political  party  of  which  they  are  a member,  during  an  election 
cycle  (defined  as  the  period  between  two  general  elections  for  the  same  office);  and 

(3)  That  at  least  half  of  the  money  they  raise  will  come  from  individuals,  political  action 
committees,  or  other  sources  that  contribute  no  more  than  $1 00  to  them  during  an  election  cycle. 

6.  The  funding  provided  to  eligible  candidates  will  be  in  the  form  of  matching  funds,  with  the  size 
of  the  match  (2  to  1 ; 5 to  1 ; etcetera)  to  be  determined  by  the  commission  based  on  the  total 
amount  of  money  raised  by  all  candidates  who  have  elected  to  accept  public  funds  and  the  total 
amount  of  money  available  from  the  fund  during  each  election  year, 

( 1 ) Thirty-five  percent  of  the  funds  available  shall  be  distributed  on  the  first  day  of  June  of 
each  general  election  year,  based  on  total  monetary  contributions  received  during  the  election 
cycle  up  to  the  date  of  the  quarterly  report  filed  with  the  Missouri  Ethics  Commission  for  the 
quarter  ending  on  the  thirty-first  day  of  March.  (In-kind  contributions  are  not  eligible  for 
matching  funds.) 

(2)  The  balance  of  available  funds  shall  be  distributed  on  the  third  Monday  in  September  of 
each  general  election  year  to  eligible  candidates  in  the  general  election,  based  on  total  monetary 
contributions  received  and  reported  through  the  thirtieth  day  of  August. 

7.  When  a candidate  or  committee  files  a termination  statement  and  disclosure  report  with  the 
Missouri  Ethics  Commission,  any  and  all  funds  remaining  after  dissolving  any  debt  are  to  be  paid 
over  to  the  government  by  the  people  fund,  up  to  and  including  an  amount  equal  to  the  full 
amount  of  matching  funds  received  by  said  candidate- 

143. 990,  1.  In  each  taxable  year  beginning  on  or  after  January  1,  2016,  each  individual  or 
corporation  having  paid  state  income  taxes  in  the  amount  of  twenty-five  dollars  or  more  may 
designate  that  five  dollars  of  the  tax  paid  shall  be  paid  over  to  the  Missouri  elections  trust  fund  as 
provided  in  section  130.230.  In  the  case  of  a husband  and  wife  with  a filing  status  of  married 
filing  combined  having  paid  state  income  tax  in  the  amount  of  fifty  dollars  or  more,  each  spouse 
may  designate  that  five  dollars  shall  be  paid  to  the  fund. 

2.  The  designation  authorized  by  this  section  shall  be  clearly  and  unambiguously  printed  on 
the  same  page  of  each  income  tax  return  form  provided  by  the  state  upon  which  the  amount  of  the 
amount  of  tax  owed  is  indicated,  and  shall  provide  a statement  that  contributing  to  the  fund  will 
not  increase  the  amount  of  tax  owed  or  reduce  the  amount  of  overpayment  to  be  refunded.  The 
department  of  revenue  shall  deposit  such  amount  to  the  Missouri  election  trust  fund  as  created  in 
section  130.230. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-061) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  amendment  to  Chapters  130 
and  143  of  the  Revised  Statutes  of  Missouri.  (Received  May  18,  2015) 


Date 


June  8,  2015 

Description 

This  proposal  would  amend  Chapters  130  and  143  of  the  Revised  Statutes  of  Missouri. 
The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 


Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
impact  on  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  reviewed  the 
provisions  of  this  initiative  petition  and  detennined  that,  because  it  would  redirect  a 
portion  of  an  individual's  tax  payment  to  a dedicated  new  fund,  the  provisions  would 
reduce  the  amount  of  state  tax  revenue  available  for  other  purposes,  including  higher 
education  programs  and  state  agencies.  However,  because  they  were  unable  to  determine 
what  percent  of  taxpayers  would  elect  to  make  the  redirection,  it  is  unknown  how  large 
this  impact  would  be.  Consequently,  the  impact  in  their  department  is  unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  total  estimated  costs  would  be 
$254,025  for  FY  2016  including  one-time  information  technology  costs  of  $159,084, 
$100,157  for  FY  2017,  and  $101,192  for  FY  2018. 

This  petition  redirects  revenues  from  General  Revenue  to  the  Missouri  Elections  Trust 
Fund. 

Section  130.230 

This  petition  creates  the  Missouri  Elections  Trust  Fund  to  provide  public  campaign 
financing  for  candidates  for  office.  This  section  also  creates  the  Public  Finance 
Commission  to  administer  the  trust  fund. 


Section  143.990 

This  section  allows  single  taxpayers  or  corporations  who  have  paid  at  least  $25  in  state 
income  tax  to  designate  $5  of  the  tax  to  be  paid  to  the  Missouri  Elections  Trust  Fund. 
Those  taxpayers  who  are  married,  filing  combined  returns,  and  have  paid  at  least  $50 
may  designate  $10  to  the  Missouri  Elections  Trust  Fund. 

Administrative  Impact: 

The  Department  requires  fonn  and  programming  changes  to  personal  and  corporate  tax 
systems.  The  information  technology  costs  for  FY  2016  would  be  $159,084. 

Personal  Tax: 

Personal  Tax  requires  two  (2)  Temporary  Tax  Employees  for  keying  returns  and  one  (1) 
Revenue  Processing  Technician  I (Range  10,  Step  F)  for  processing  returns. 

Corporate  Tax: 

Corporate  tax  requires  one  (1)  Revenue  Processing  Technician  I (Range  10,  Step  F). 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  this  proposal  requires  the  Governor  to 
nominate  the  seven  members  of  the  Public  Finance  Commission.  This  can  be  completed 
by  existing  staff  so  there  should  be  no  fiscal  impact  to  their  office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  impact  to  their 
office  resulting  from  this  initiative  petition. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

The  proposal  enacts  two  new  sections  of  law. 

Section  130.230  creates  the  Missouri  Elections  Trust  Fund  to  provide  public  financing  for 
candidates  who  agree  to  meet  certain  conditions  and  limitations. 

Section  143.990  allows  individuals  and  corporations  to  designate  five  dollars  of  their 
taxes  paid  to  be  deposited  in  the  Missouri  Elections  Trust  Fund  instead  of  into  the 
General  Revenue  Fund.  This  will  be  a cost  to  general  revenue  of  an  unknown  amount. 


This  proposal  will  have  no  impact  on  the  Office  of  Administration. 


NOTE:  There  appear  to  be  multiple  drafting  errors  in  the  proposal.  The  Missouri 

Elections  Trust  Fund  is  created  in  130.230.1,  however  there  are  multiple  references  to  the 
Government  by  the  People  Trust  Fund,  which  is  not  defined,  throughout  the  remainder  of 
that  section. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 


Officials  from  the  City  of  Columbia  indicated  they  do  not  expect  a fiscal  impact  from 
this  proposed  amendment. 


Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

State  government  entities  expect  one-time  costs  of  about  $159,000  and  annual  costs 
exceeding  $100,000.  Also,  an  unknown  amount  of  revenue  will  not  be  available  for  state 
General  Revenue  Fund  spending.  Local  governmental  entities  expect  no  costs  or  savings 
from  this  proposal. 


RECEIVED 

MAY  1 3 2015 


STATE  AUDITORS  OFFICE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  13,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 

Article  X,  version  E (2016-060) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Chuck  Hatfield  on  May  13,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  116.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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Sincerely, 


County  

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8 11  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition,  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

(Official  Ballot  title) 


STATE  OF  MISSOURI, 
COUNTY  OF 


CIRCULATOR’S  AFFIDAVIT 
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I,  

(Petition  Circulator’s  Printed  Name) 


j being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Street  address  of  Affiant 

Printed  Name  of  Affiant  City,  State  and  Zip  Code  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 

Notary  Public  (Seal) 

Signature  of  Notary 


Address  of  Notary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read  as 
follows: 

Section  26.  In  order  to  prohibit  an  increase  in  the  tax  burden  on  the  citizens  of  Missouri, 
state  and  local  sales  and  use  taxes  (or  any  similar  transaction-based  tax')  shall  not  be 
expanded  to  impose  taxes  on  any  service  or  transaction  that  was  not  subject  to  sales,  use 
or  similar  transaction-based  tax  on  January  L 2015. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-060) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 
Article  X.  (Received  May  13,  2015) 


Date 


June  2,  2015 

Description 

This  proposal  would  amend  Article  X of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  State  Tax  Commission. 

Marc  Ellinger  provided  information  on  this  proposal  to  the  State  Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition.  Although  the  proposal  would  limit  the  ability  of  the 
state  to  revise  its  tax  structure,  it  is  impossible  for  their  department  to  determine  what  tax 
revenues  the  state  might  forgo  as  a result  or  the  impact  the  limit  would  have  on 
appropriations  to  higher  education.  Consequently,  while  they  do  not  believe  the  proposal 
would  have  a direct  fiscal  impact  on  their  department,  the  actual  potential  impact  is 
unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  fiscal  impact  from 
this  proposal  is  unknown.  While  there  would  appear  to  be  no  current  and  direct  fiscal 
impact  from  these  provisions  on  their  department,  they  would  certainly  and  perhaps 
severely  limit  what  state  and  local  governments  can  do  in  the  future  in  terms  of  changing 
the  way  taxes  are  handled. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Department  officials  provided  the  following  additional  information: 


They  reviewed  the  comments  submitted  and  disagree  with  the  assumptions.  Please  see 
below: 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
lawyer  FTEs 

The  Department  feels  there  is  already  a sufficient  legal  staff  available  to  handle  any 
possible  new  litigation. 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
non-lawyer  FTEs 

The  Department  currently  maintains  records  of  all  exemptions  under  Missouri  law  and 
how  they  apply.  These  provisions  will  not  change  anything. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Parks  and  Soils  tax 

Both  are  constitutional  provisions.  This  provision  does  not  trump  the  tax  or  the  need  for 
election  in  another  provision.  Also,  the  tax  is  imposed  as  of  January  1,  2015.  Therefore, 
it  may  still  be  approved  to  continue  after  that  date. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Kansas  City 
transportation  sales  tax 

The  tax  is  imposed  as  of  January  1,  2015.  Therefore,  it  may  still  be  approved  to  continue 
after  that  date.  Where  there  is  some  litigation  risk,  the  law  already  says  that  there  must 
be  a vote  to  extend.  This  provision  should  not  impact  that  fact. 

Officials  from  the  Department  of  Public  Safety  indicated  this  petition  could  restrict 
their  ability  to  establish  a way  to  fund  public  safety  programs  going  forward,  but  the 
fiscal  impact  would  not  measurable  at  this  point. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 


Officials  from  the  Office  of  Administration  indicated: 


The  proposal  enacts  a new  section  (Section  26)  in  Article  X of  the  Missouri  Constitution. 
This  section  would  prohibit  any  new  state  or  local  sales  or  use  tax  (or  any  similar 
transaction-based  tax)  on  services  or  activities  not  subject  to  tax  on  January  1,  2015. 

The  state  sales  tax  base  continues  to  shrink  as  the  amount  of  Internet  sales  increases. 
This  proposal  would  prevent  the  state  from  modernizing  its  taxing  structure  in  the  future 
to  include  Internet  sales,  which  would  negatively  impact  the  state's  ability  to  raise 
sufficient  revenue  to  support  vital  state  services.  This  proposal  would  also  negatively 
impact  the  state's  ability  to  restructure  tax  policy  in  the  future.  Counties  and  political 
subdivisions  would  likely  experience  the  same  revenue  issues  if  this  proposal  were  to  be 
enacted. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  amendment  could  severely  hamper 
local  taxpayers  ability  to  fund  and  support  local  needs.  Without  the  ability  to  seek 
approval  even  for  currently  authorized  taxes,  their  city  could  find  that  it  is  unable  to  meet 
expectations  for  public  safety,  economic  development,  capital  improvements  and  other 
services.  It  is  not  possible  to  quantify  the  fiscal  impact. 

Officials  from  the  City  of  Kansas  City  indicated  they  estimate  an  annual  revenue  loss  of 
at  least  $203,000,000  if  either  Initiative  Petition  16-058,  16-059,  or  16-060  is  adopted. 
These  losses  result  from  the  prohibition  on  new  local  sales  and  use  taxes,  which 
would  include  a ban  on  new  sales  taxes  on  Internet  purchases  of  goods  and  services  by 
city  residents  from  out-of-state  merchants.  Their  city  would  also  lose  substantial  sales 
tax  revenues  because  these  initiatives  would  cancel  any  revenues  otherwise  gained  from 
the  elimination  of  exemptions  under  the  Streamlined  Sales  Tax  Act. 

The  projected  loss  of  $203  million  is  based  on  the  following  data  and  assumptions: 

According  to  a study  reported  on  the  web  site  of  the  National  Conference  of  State 
Legislatures,  approximately  49  percent  of  Missouri  sales  commerce  in  2009  was 
electronic  (online)  commerce.  The  study  was  perfonned  by  the  Center  for  Business  and 
Economic  Research  of  the  University  of  Tennessee. 

Only  a negligible  amount  of  online  commerce  actually  results  in  the  payment  of  use  taxes 
to  the  jurisdiction  where  the  purchaser  resides.  Few  purchasers  voluntarily  report  and 
pay  use  taxes  on  online  purchases. 

This  unreported  and  unpaid  use  tax  on  online  commerce  could  be  captured  if  (1) 
Congress  passed  the  Marketplace  Fairness  Act,  and  (2)  Missouri  enacted  the  Streamlined 
Sales  Tax.  Arguably,  Initiative  Petitions  16-058,  16-059,  and  16-060  would  prevent 
Missouri  from  adopting  the  Streamlined  Sales  Tax. 

Assuming  that  their  city  has  the  same  level  of  electronic  commerce  as  the  entire  state  of 
Missouri  according  to  the  study  (49%),  the  city  is  losing  49  percent  of  its  potential  sales 
& use  taxes  as  the  result  on  unreported  and  unpaid  use  taxes  on  online  transactions. 

Their  city's  estimated  sales  tax  revenue  for  fiscal  year  2015-16  is  $212  million  according 
to  its  budget. 

Their  city's  loss  from  uncaptured  use  taxes  on  49  percent  of  total  sales  tax  revenue  is 
estimated  as  follows: 

If  x = total  potential  sales  and  use  tax  revenue  (both  paid  and  unpaid) 
212,000,000  = .5  lx 


X = 212,000,000  / .51 
X = 415,686,275 

Unreported/unpaid  use  tax  = 415,686,275  - 212,000,000  = 203,686,275 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 

Marc  Ellinger  provided  the  following  information  on  this  initiative  petition. 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative 
Petition  that  was  filed  by  Chuck  Hatfield  on  May  13,  2015.  The  initiative  petition  has 
been  labeled  by  the  Secretary  of  State  as  2016-060. 

The  initiative  petition  would  prohibit  the  state,  counties  and  other  political 
subdivisions  from  imposing  a sales  or  use  tax  on  any  service  or  activity  that  was  not 
subject  to  a sales  or  use  tax  on  January  1,  2015. 

(1)  Initiative  Petition  2016-060  will  require  a substantial  increase  in  Department 

of  Revenue  lawyer  FTEs 

The  Initiative  Petition  will  increase  costs  to  the  state  due  to  increased  litigation  as 
a result  of  the  proposed  measure.  The  largest  component  of  “litigation  costs”  is  the 
personnel  costs.  The  Department  of  Revenue  currently  employs  a small  army  of  lawyers. 
In  2014,  the  State  spent  more  than  1.6  million  dollars  of  taxpayer  money  to  fund  the 
salaries  of  the  Department’s  lawyers.  (See  Appendix  A).  Since  2010,  the  Director  of 
Revenue  has  been  a party  to  more  than  fifty  Missouri  Supreme  Court  cases.1 

Whether  or  not  a service  or  activity  is  currently  subject  to  sales  or  use  tax  has  been 
subject  the  focus  of  considerable  litigation,  especially  in  recent  years.  Already  this  year, 
the  Missouri  Supreme  Court  has  decided  Alberici  Constructors,  Inc.  v.  Director  of 
Revenue,  452  S.W.3d  632  (Mo.  banc  2015)  (a  use  tax  case),  Fred  Weber  Inc.  v.  Director 
of  Revenue,  452  S.W.3d  628  (Mo.  banc  2015)  (a  sales  tax  case),  Ben  Hur  Steel  Worx  v. 
Director  of  Revenue,  452  S.W.3d  624  (Mo.  banc  2015)  (a  sales  and  use  tax  case),  Five 


See,  generally,  www.courts.mo.gov/casenet. 
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Delta  Alpha,  LLC  v.  Director  of  Revenue , — S.W.3d  — , 2015  WL  777898  (Mo.  banc 
2015)  (a  use  tax  case),  and  Tatson,  LLC  v.  Director  of  Revenue,  456  S.W.3d  43  (Mo. 
banc  2015)  (a  sales  tax  case).  These  cases  account  for  14%  of  the  total  cases  handed 
down  so  far  this  year  by  the  Missouri  Supreme  Court. 

Furthermore,  an  amendment  of  this  type  would  incentivize  parties,  who  previously 
would  have  reached  a settlement  with  the  Department,  to  seek  a legal  determination  that 
their  services  and/or  activities  were  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 
Such  determination  would  essentially  provide  them  with  a perpetual  exemption  from  tax. 

The  increase  in  litigation  will  necessitate  additional  lawyer  FTEs  for  the 
Department  of  Revenue.  These  costs  should  be  included  in  the  Fiscal  Note  Summary.  At 
the  very  least,  the  Fiscal  Note  Summary  should  state  “the  proposal’s  passage  will  likely 
lead  to  increased  litigation-related  costs.” 

(2)  Initiative  Petition  2016-060  will  require  a substantial  increase  in  Department 

of  Revenue  non-lawyer  FTEs 

The  initiative  would  also  prohibit  the  state  from  repealing  any  of  the  current 
exemptions  in  Missouri’s  sales  and  use  tax  law.  Thus,  the  initiative  would  require  the 
Department  to  track  current  exemptions.  In  a 2013  audit,  the  Department  of  Revenue 


2 . , ..... 

This  language  was  previously  adopted  by  the  Auditor  for  Initiative  Petitions  2016-021  and 

2016-022  (attached  hereto  as  Appendix  B). 
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admitted  it  does  not  currently  track  or  report  exemptions  and  stated  “to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in  FTE[.]” 

(3)  Initiative  Petition  2016-060  will  eliminate  the  revenue  from  the 

Parks  and  Soils  tax 

The  proposed  measure  essentially  prohibits  any  new  sales  or  use  taxes.  The 
existing  Parks  and  Soils  tax  in  Article  IV,  Section  47(a)  of  the  Missouri  Constitution, 
which  imposes  a sales  tax  of  one-tenth  of  one  percent,  expires  in  2016.  Mo.  Const,  art. 
IV,  Section  47(c).  Without  additional  voter  approval,  Sections  47(a),  (b),  and  (c) 
terminate.  As  of  January  1,  2015  there  is  not  a sales  or  use  tax  under  Section  47  of  the 
Missouri  Constitution  on  or  after  2016.  The  initiative  effectively  eliminates  the  Parks 
and  Soils  tax  after  2016.  The  amount  collected  in  FY2014  from  the  state  sales  and  use 
tax  for  Parks  and  Soils  was  $76,121,334.''  That  is  an  increase  over  the  $67.9  million  that 
was  collected  in  FY2010.  The  loss  to  the  state  in  2017  as  a result  of  the  elimination  of 
the  Parks  and  Soils  tax  in  Article  IV,  Section  47  will  be  at  least  $76  million  dollars. 

(4)  Initiative  Petition  2016-060  will  eliminate  the  revenue  from  the  Kansas  City 

transportation  sales  tax 

In  2015,  the  legislature  passed  Senate  Bill  190  (attached  as  Appendix  D)  which 
would  extend  the  Kansas  City  transportation  sales  tax  indefinitely.  However,  the 

3 http  ://auditor.mo.  gov/Repositorv/Press/20 1 3-015  .pdf  (attached  hereto,  without  Appendixes,  as 
Appendix  C). 

4 http://dor.mo.gov/pdf/financialstatrer>ortl4.pdf. 
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proposed  measure  prohibits  any  new  sales  or  use  taxes  that  were  not  in  effect  as  of 
January  1,  2015.  As  of  January  1,  2015,  there  was  no  Kansas  City  transportation  sales 
tax  on  or  after  December  31,  2015.  As  such,  the  state  would  be  prohibited  from  imposing 
or  extending  such  tax  as  a result  of  Initiative  Petition  2016-060.  If  the  sales  tax  expires, 
the  result  is  a loss  to  the  City  of  Kansas  City  in  the  amount  of  $36.5  million  dollars 
annually  (Fiscal  Note  for  SB  190  attached  as  Appendix  E). 

(5)  Initiative  Petition  2016-060  will  repeal  any  local  taxes  voted  on  and  approved 

by  the  people  after  January  1,  2015. 

Since  January  1,  2015,  a number  of  local  governments  put  tax  measures  before 
their  voters  for  approval.  Many  passed  by  overwhelming  margins.  Still,  these  taxes 
would  be  repealed  by  the  Initiative  Petition  because  it  prohibits  a local  government  or 
political  subdivision  from  imposing  any  sales  or  use  tax  that  was  not  already  imposed  on 
January  1,  2015.  The  taxes  listed  below  are  a sampling  of  the  taxes  that  were  passed  in 
April  2015  that  would  be  repealed  by  the  Initiative  Petition: 

» Country  Club  Hills  Prop  S - Sales  Tax 
® Crawford  County  Prop  1 - Sales  Tax 
o Crystal  City  Prop  E - Sales  Tax 
o Hazelwood  Prop  P - Sales  Tax 
o Hillsboro,  MO  Fire  Prop  F - Sales  Tax 
® Kirkwood  Prop  1 - Sales  Tax 


Pleasant  Valley  Sales  Tax 
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Rolla  Prop  P - Sales  Tax 


® Sni-Valley  Fire  Prot.  Distr.  Sales  Tax 

• St.  John  Prop  S - Sales  Tax 

• Ste.  Genevieve  Co.  Prop  A - Sales  Tax 

® Valle  Ambulance  Dist.  Prop  Valle  - Sales  Tax 

• Washington  County  Road  & Bridge  Sales  Tax 

The  loss  to  local  governments  as  a result  of  the  repeal  of  these  taxes  would  be  significant 
and  such  costs  should  be  included  in  the  Fiscal  Note  Summary. 

Conclusion 

No  savings  or  reduction  in  costs  to  state  government  can  be  gleaned  in  any  manner 
from  the  proposed  Initiative  Petition.  Additionally,  this  measure  expressly  restricts  the 
ability  of  counties,  cities,  and  other  political  subdivisions  from  imposing  certain  taxes. 
Local  governments  will  see  reduced  revenues  in  the  future  as  a result  of  the  proposed 
measure. 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  the 

state.  The  proposed  measure  will  increase  litigation  related  costs,  eliminate  the  state 

Parks  and  Soils  tax,  and  eliminate  the  Kansas  City  transportation  sales  tax.  Any  estimate 

of  fiscal  impact  of  the  proposed  measure  must  include  these  significant  losses  in  order  to 

adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase  “unknown” 

suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could  be 

positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2) 
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any  savings,  or  (3)  any  increased  revenues,  such  ambiguity  cannot  be  included  in  the 
fiscal  note  summary.  Therefore  use  of  the  word  “unknown,”  unless  it  includes  the  phrase 
“negative  impact,”  is  improper. 
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OPINION  LETTER  NO.  26-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  1 (16-021).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal's  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 


Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Very  truly  yours, 


Attorney  General 


OP-2015-0031 


www.ago.mo.gov 
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OPINION  LETTER  NO.  27-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  2 (16-022).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


Jefferson  City 
65102 


P.o.  Uox  1)00 

(570)  751-0021 


OP-2015-0032 


www.ago.mo.gov 


Thomas  A.  Schweich 

Missouri  State  Auditor 
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February  2013 
Report  No.  2013-15 
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CITIZENS  SUMMARY 


Findings  in  the  audit  of  the  Department  of  Revenue,  Sales  and  Use  Tax 


Individual  Consumer  Use  Tax 
and  Internet  Sales 


Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by  the 
general  public  and  are  difficult  to  enforce  and  administer.  The  audit  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  but  notes  the 
unworkable  structure  in  place  now.  Missouri  law  imposes  an  individual 
consumer  use  tax  on  the  storage,  use,  or  consumption  of  tangible  personal 
property  which  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller 
or  the  property  is  tax  exempt.  Also,  use  tax  is  due  on  purchases  from  a seller 
which  is  not  engaged  in  business.  A purchaser  is  required  to  file  a use  tax  return 
if  the  cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  United  States  Supreme  Court  has  held  that  states  cannot  require  companies 
that  do  not  have  a physical  presence  in  the  state  to  collect  state  and  local  sales 
taxes.  University  studies  have  estimated  that  Missouri  state  and  local 
governments  have  lost  and  will  continue  to  lose  sales/use  tax  revenue  of 
between  $358  million  and  $474  million  annually  by  not  collecting  taxes  on 
these  sales.  The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  governments,  and  businesses  to  simplify 
sales  and  use  tax  collection  and  administration  by  retailers  and  states,  intended 
to  minimize  costs  and  administrative  burdens  on  retailers  that  collect  sales  tax 
while  encouraging  out-of-state  sellers  to  collect  tax  on  sales  to  customers  in  the 
Streamlined  states.  Forty-four  states,  including  Missouri,  signed  the  Agreement, 
but  Missouri  has  not  passed  implementing  legislation. 


The  Department  of  Revenue  (DOR)  does  not  include  a specific  line  that 
requires  state  individual  income  taxpayers  to  state  whether  they  made  purchases 
exceeding  $2,000  for  which  sales  or  use  tax  was  not  paid,  and,  as  a result,  most 
taxpayers  are  not  likely  aware  of  the  consumer  use  tax  requirement.  If  the  state 
continues  to  impose  the  individual  consumer  use  tax,  there  are  additional 
enforcement  procedures  the  DOR  should  consider. 

Ongoing  Concerns  The  DOR  does  not  track  and  report  information  regarding  some  sales  and  use 

tax  exemptions,  and  so  the  cost  in  terms  of  reduced  state  revenue  for  each 
exemption  cannot  be  determined.  DOR  records  indicate  adjustments  to  gross 
sales  receipts  totaled  over  $154  billion,  $144  billion,  and  $147  billion  in  fiscal 
years  2011,  2010,  and  2009,  respectively.  The  DOR  has  agreed  that  tracking 
exemptions  is  a good  idea,  but  it  believes  the  recommendation  increases  the 
reporting  burden  on  vendors  and  has  indicated  the  current  sales  tax  system 
might  not  have  the  capacity  to  handle  the  additional  information.  However,  the 
DOR  and  the  Office  of  Administration  awarded  a contract  in  February  2012  for 
a new  Missouri  Integrated  Revenue  System  (MIRS)  which  should  not  have 
similar  limitations. 


The  state  is  foregoing  a significant  amount  of  sales  tax  revenue  because  there  is 
no  cap  on  the  amount  of  timely  discounts  large  vendors  can  take.  Business  were 
allowed  to  keep  approximately  $102  million,  $94  million,  and  $95  million  in 
state  and  local  sales  tax  revenues  collected  from  purchases  in  fiscal  years  2011, 
2010,  and  2009,  respectively,  as  an  incentive  for  timely  submitting  state  sales 
tax  payments.  Moreover,  the  DOR  does  not  routinely  report  the  amount  of 
timely  discounts  to  the  General  Assembly. 


When  consumers  overpay  sales  or  use  taxes,  the  DOR  refunds  the  vendor  the 
overpayment  plus  interest,  but  vendors  are  not  required  to  return  these  funds  to 
the  original  purchaser,  resulting  in  a windfall  for  the  vendor.  The  DOR  has 
previously  agreed  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser,  but,  to  date, 
such  legislation  has  not  been  successful. 

The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from  local 
funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales  and  use 
taxes.  Sales  and  use  tax  refunds,  including  interest,  are  made  from  the  GRF,  and 
adjustments  are  automatically  made  to  reimburse  the  GRF  for  the  principal 
amount  due  from  local  funds.  Flowever,  adjustments  are  not  automatically  made 
to  reimburse  the  GRF  for  the  amount  of  interest  due  from  local  funds.  Although 
the  DOR  has  previously  agreed  that  local  funds  should  pay  their  proportionate 
share  of  this  interest,  the  DOR  has  not  been  able  to  develop  a method  for 
recovering  this  interest  with  the  current  tax  system,  but  according  to  DOR 
personnel  the  new  MIRS  should  not  have  this  limitation. 

Automated  Sales  Suppression  Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation,  transfer. 

Device  or  P0SSCSSK)n  °f  an  automated  sales  suppression  device  (a  software  program 

commonly  known  as  a zapper).  Zapper  software  enables  businesses  to  evade  tax 
liability  by  altering  the  electronic  sales  records  in  a cash  register  to  make  it 
appear  that  fewer  transactions  have  occurred.  At  least  10  other  states  have 
passed  or  are  considering  similar  legislation. 


In  the  areas  audited,  the  overall  performance  of  this  entity  was  Good.* 


American  Recovery  and 
Reinvestment  Act 
(Federal  Stimulus) 


The  Department  of  Revenue  did  not  receive  any  federal  stimulus  monies  for 
sales  and  use  tax  operations  during  the  audited  time  period. 


*The  ratingfs)  cover  only  audited  areas  and  do  not  reflect  an  opinion  on  the  overall  operation  of  the  entity.  Within  that  context,  the 
rating  scale  indicates  the  following: 


Excellent:  The  audit  results  indicate  this  entity  is  very  well  managed.  The  report  contains  no  findings.  In  addition,  if 

applicable,  prior  recommendations  have  been  implemented. 

Good:  The  audit  results  indicate  this  entity  is  well  managed.  The  report  contains  few  findings,  and  the  entity  has  indicated 

most  or  all  recommendations  have  already  been,  or  will  be,  implemented.  In  addition,  if  applicable,  many  of  the 
prior  recommendations  have  been  implemented. 

Fair:  The  audit  results  indicate  this  entity  needs  to  improve  operations  in  several  areas.  The  report  contains  several 

findings,  or  one  or  more  findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated 
several  recommendations  will  not  be  implemented.  In  addition,  if  applicable,  several  prior  recommendations  have 
not  been  implemented. 


Poor:  The  audit  results  indicate  this  entity  needs  to  significantly  improve  operations.  The  report  contains  numerous 

findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated  most  recommendations  will 
not  be  implemented.  In  addition,  if  applicable,  most  prior  recommendations  have  not  been  implemented. 


All  reports  are  available  on  our  website:  http://auditor.mo.gov 
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Thomas  A.  Schweich 

Missouri  State  Auditor 


Honorable  Jeremiah  W.  (Jay)  Nixon,  Governor 
and 

Brian  K.  Long,  Director 
Department  of  Revenue 
Jefferson  City,  Missour  i 

We  have  audited  certain  operations  of  the  Department  of  Revenue,  sales  and  use  tax  collections,  as 
required  by  Sections  32.087  and  67.525,  RSMo.  The  scope  of  our  audit  included,  but  was  not  necessarily 
limited  to,  the  years  ended  June  30, 2011, 2010,  and  2009.  The  objectives  of  our  audit  were  to: 

1.  Evaluate  the  department's  internal  controls  over  significant  management  and  financial 
functions. 

2.  Evaluate  the  department's  compliance  with  certain  legal  provisions. 

3.  Evaluate  the  economy  and  efficiency  of  certain  management  practices  and  operations, 
including  certain  financial  transactions. 

Our  methodology  included  reviewing  written  policies  and  procedures,  financial  records,  and  other 
pertinent  documents;  interviewing  various  personnel  of  the  department;  analysis  of  comparative  data 
obtained  from  internal  sources;  and  testing  selected  transactions.  We  obtained  an  understanding  of 
internal  controls  that  are  significant  within  the  context  of  the  audit  objectives  and  assessed  whether  such 
controls  have  been  properly  designed  and  placed  in  operation.  We  tested  certain  of  those  controls  to 
obtain  evidence  regarding  the  effectiveness  of  their  design  and  operation.  We  also  obtained  an 
understanding  of  legal  provisions  that  are  significant  within  the  context  of  the  audit  objectives,  and  we 
assessed  the  risk  that  illegal  acts,  including  fraud,  and  violations  of  contract  or  other  legal  provisions 
could  occur.  Based  on  that  risk  assessment,  we  designed  and  performed  procedures  to  provide  reasonable 
assurance  of  detecting  instances  of  noncompliance  significant  to  those  provisions. 

We  conducted  our  audit  in  accordance  with  the  standards  applicable  to  performance  audits  contained  in 
Government  Auditing  Standards , issued  by  the  Comptroller  General  of  the  United  States.  Those  standards 
require  that  we  plan  and  perform  our  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  We  believe  that  the 
evidence  obtained  provides  such  a basis. 

The  accompanying  Organization  and  Statistical  Information  is  presented  for  informational  purposes.  This 
information  was  obtained  from  the  department's  management  and  was  not  subjected  to  the  procedures 
applied  in  our  audit  of  the  department. 
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For  the  areas  audited,  we  identified  (1)  a deficiency  in  internal  controls,  (2)  no  significant  noncompliance 
with  legal  provision,  and  (3)  the  need  for  improvement  in  management  practices  and  procedures.  The 
accompanying  Management  Advisory  Report  presents  our  findings  arising  from  our  audit  of  the 
Department  of  Revenue,  sales  and  use  tax  collections. 


Thomas  A.  Schweich 
State  Auditor 


The  following  auditors  participated  in  the  preparation  of  this  report: 


Deputy  State  Auditor: 
Director  of  Audits: 
Audit  Manager: 
In-Charge  Auditor: 
Audit  Staff: 


Harry  J.  Otto,  CPA 
John  Luetkemeyer,  CPA 
Toni  Crabtree,  CPA 
Robyn  Vogt,  M.Acct.,  CPA 
Corey  McComas,  M.Acct.,  CPA 
Aaron  D.  Allen 
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Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Findings 

Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by 
the  general  public,  require  extensive  taxpayer  record  keeping,  are  generally 
not  complied  with,  and  are  difficult  to  enforce  and  administer.  This  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  on  the 
economy  of  Missouri;  the  report  simply  notes  the  unworkable  structure  in 
place  now. 

Background  information  state  law  imposes  an  individual  consumer  use  tax  on  the  storage,  use,  or 

consumption  of  tangible  personal  property  in  Missouri.  The  consumer  use 
tax  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller  or  the 
property  is  tax  exempt.  Also,  use  tax  should  be  paid  on  purchases  from  a 
seller  which  is  not  engaged  in  business.  A purchaser  is  required  to  file  an 
annual  use  tax  return  with  the  Department  of  Revenue  (DOR)  if  the 
cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  use  tax  is  computed  on  the  purchase  price  of  all  goods  once  purchases 
exceed  $2,000.  Consumer  use  tax  information  and  requirements  are  posted 
on  the  DOR  website. 

The  type  of  purchases  subject  to  use  tax  include,  but  are  not  limited  to,  1) 
catalog  purchases,  2)  magazine  subscriptions,  3)  cross-border  purchases  of 
goods,  4)  TV  marketing  purchases,  5)  computer  software  and  hardware,  6) 
mail-order  supply  purchases,  7)  furniture  and  equipment  purchases  from 
out-of-state  sellers,  8)  purchases  of  goods  over  the  Internet  (e-commerce) 
and  by  phone,  and  9)  purchases  of  goods  from  outside  the  United  States. 
Currently,  state  law  requires  local  businesses  to  collect  sales  tax,  even  if 
they  have  an  online  business,  because  these  businesses  have  a physical 
presence  (nexus)  in  the  state.  However,  under  a 1992  U.S.  Supreme  Court 
ruling1,  states  cannot  require  companies  that  do  not  have  nexus  to  collect 
state  and  local  sales  taxes.  As  a result,  Missouri  cannot  require  businesses 
without  nexus  to  collect  sales  tax  on  goods  sold  to  Missouri  residents. 
Federal  legislation  has  been  proposed  that  would  enable  states  to  require 
online  retailers  to  collect  and  remit  sales  taxes,  while  also  providing 
businesses  with  an  effective  means  to  comply.  Such  legislation  includes  the 
Marketplace  Fairness  Act,  the  Main  Street  Fairness  Act,  and  the 
Marketplace  Equity  Act. 

With  the  increasing  popularity  and  usage  of  the  Internet,  e-commerce  sales 
have  grown  significantly  over  recent  years.  University  studies2  have 


1.  Individual 

Consumer  Use  Tax 
and  Internet  Sales 


1 Quill  orp  v,  North  Dakota,  504  U.S.298  (1992) 

2 

Bruce,  Donald,  William  F.  Fox,  LeAnn  Luna,  "State  and  Local  Government  Sales  Tax 
Revenue  Losses  from  Electronic  Commerce,"  University  of  Tennessee,  Center  for  Business 
and  Economic  Research,  <http://cber.bus.utk.edu/ecomm.htm>,  accessed  on  April  27,2012; 
and  Huanfrn  Ting,  John  Kosash  and  Andrew  Wesemann  (2012).  "Internet  Sales  and  Use  Tax 
Issues  in  Missouri"  Report  01-2012,  University  of  Missouri  Columbia,  Institute  of  Public 
Policy,  <http://ipp.missouri.edu/Publications/306>,  accessed  on  June  5,  2012. 
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estimated  that  Missouri  state  and  local  governments  have  lost  and  will 
continue  to  lose  sales/use  tax  revenue  of  between  $358  million  and  $474 
million  annually  by  not  collecting  taxes  on  these  sales.  Both  studies  also 
noted  that  local  vendors  face  a competitive  disadvantage  because  consumers 


that  make  purchases  online  avoid  paying  sales/use  taxes.  However,  it  is 
possible  that  if  taxes  were  collected  on  e-commerce  sales,  consumer 
purchasing  habits  could  change  resulting  in  less  revenue  for  the  state  than 
forecasted.  The  issues  of  revenue,  consumer  spending  habits,  and  the 


economic  effect  of  increased  taxation  are  beyond  the  scope  of  this  report. 


Streamlined  Sales  and  Use  The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
Tax  Agreement  cooperative  effort  among  states,  local  governments,  and  businesses  to 

simplify  sales  and  use  tax  collection  and  administration  by  retailers  and 
states.  The  Agreement  aims  to  minimize  costs  and  administrative  burdens 
on  retailers  that  collect  sales  tax,  while  also  encouraging  out-of-state  sellers 
to  collect  tax  on  sales  to  customers  in  the  Streamlined  states.  Forty-four 
states,  including  Missouri,  signed  the  Agreement,  originally  adopted  in 
November  2002,  and  24  of  these  states  have  passed  legislation  to  conform  to 
the  Agreement.  Legislation  was  introduced  in  Missouri  during  the  2012 
legislative  session  and  in  prior  years  to  implement  the  provisions  of  the 
Agreement;  however,  such  legislation  has  not  passed.  Participation  in  the 
Agreement  is  voluntary  for  businesses  and  consumers;  therefore,  Missouri 
cannot  require  out-of-state  sellers  without  nexus  to  collect  sales  taxes  on 
purchases  made  by  Missouri  residents.  However,  according  to  the 
University  of  Missouri  report,  each  state  that  has  entered  into  the  Agreement 
collected,  on  average,  an  additional  $30.7  million,  in  total,  in  e-commerce 
tax  revenue  between  2005  to  2010. 


Some  states  (such  as  Washington,  North  Dakota,  New  York,  Kansas,  and 
Kentucky)  have  entered  into  agreements  with  large  Internet  sellers,  to 
collect  and  remit  state  and  local  sales  taxes.  Large  Internet  sellers  have  also 
negotiated  deals  with  other  states  to  collect  sales  tax  in  the  future.  In  other 
instances,  Internet  sellers  have  agreed  to  disclose  sales  and  use  tax 
requirements  on  their  Internet  sites  for  certain  states.  Such  disclosures 
inform  customers  that  many  states  require  purchasers  to  file  a sales  or  use 
tax  return  reporting  all  taxable  purchases  that  were  not  taxed  and  to  pay  tax 
on  those  purchases,  and  may  include  a link  to  that  state's  website. 

Individual  income  tax  The  DOR  does  not  include  a specific  line  that  requires  state  individual 

forms  income  taxpayers  to  state  whether  they  made  purchases  exceeding  $2,000 

for  which  sales  or  use  tax  was  not  paid.  As  a result,  most  taxpayers  are  not 
likely  aware  of  the  consumer  use  tax  requirements  as  evidenced  by  the  small 
amount  of  consumer  use  tax  collections. 
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According  to  DOR  records,  the  following  consumer  use  tax  was  paid: 


Tax  Year 

2011(1) 

2010 

2009 

2008 

Number  of  individual 

tax  returns 

2,917,023 

2,876,787 

3,019,358 

3,080,945 

Number  of  use  tax 

returns 

168 

190 

125 

96 

Use  tax  paid 

$205,087 

301,474 

110,784 

40,714 

(1)  Taxyear2011  information  through  August,  2012. 

If  the  state  continues  to  impose  the  individual  consumer  use  tax,  there  are 
additional  enforcement  procedures  the  DOR  should  consider.  Our  review  of 
other  states'  procedures  noted  some  states  include  a specific  line  on  its 
individual  income  tax  return  to  report  purchases  made  for  which  sales  or  use 
tax  was  not  paid.  In  addition,  to  reduce  taxpayer  recordkeeping  burden, 
some  states  provide  an  optional  use  tax  reporting  table  which  bases  the 
consumer's  use  tax  liability  on  a percentage  of  adjusted  gross  income  rather 
than  actual  purchases. 

To  increase  taxpayer  compliance  with  existing  individual  consumer  use  tax 
laws,  the  DOR  should  consider  revising  individual  income  tax  forms  to 
include  a specific  line  regarding  purchases  made  for  which  sales  or  use  tax 
was  not  paid,  and  an  optional  use  tax  reporting  table  which  bases  consumer 
use  tax  liability  on  a percentage  of  adjusted  gross  income  rather  than  actual 
purchases. 

The  DOR  revise  the  individual  income  tax  forms  to  increase  taxpayer 
compliance  with  existing  individual  consumer  use  tax  laws. 

The  Department  supports  the  collection  of  all  taxes  due  the  state  of 
Missouri,  including  use  taxes.  However,  adding  a line  on  the  return  may  not 
have  much  impact  on  use  tax  collections,  but  it  would  delay  the  availability 
of  general  revenue  funds.  This  delay  could  be  substantial  in  the  April-May 
time  frame  when  the  majority  of  individual  income  tax  revenues  are 
received. 

Individual  income  tax  revenues  are  all  general  revenue  funds  and  currently 
are  deposited  very  quickly,  usually  the  same  or  next  day  even  during  the 
April-May  timeframe.  If  those  funds  were  combined  with  use  tax  funds,  all 
money  would  need  to  be  deposited  in  a suspense  account  until  the  return  is 
processed  and  the  appropriate  local  and  state  fund  distribution  can  be 
determined.  This  could  delay  availability  of  the  funds  by  as  much  as  six 
weeks.  The  Department  will  continue  to  explore  other  ways  to  encourage 
compliance  with  use  tax  laws  that  do  not  negatively  affect  the  timely 
transfer  of  funds  to  the  general  revenue  fund. 
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We  do  not  agree  with  the  Department’s  contention  that  enforcing  existing 
consumer  use  tax  law  would  need  to  unnecessarily  delay  the  availability  of 
general  revenue  funds.  The  DOR  could  place  only  the  consumer  use  tax 
portion  in  the  suspense  account  thereby  eliminating  any  need  to  delay  the 
availability  of  general  revenue  funds. 


The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions  or  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  Under 
Missouri  law,  vendors  are  not  required  to  return  sales  and  use  tax  refunds  to 
the  original  purchaser  when  applicable,  and  local  funds  are  not  paying  their 
proportionate  share  of  interest  paid  on  refunds  of  sales  and  use  taxes. 

These  issues  are  ongoing  concerns  and  have  been  reported  in  prior  audit 
reports. 

The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions.  As  a result,  the  cost  in  terms  of  reduced  state  revenue 
for  each  exemption  cannot  be  determined. 

According  to  DOR  records,  there  are  currently  150  sales  and  use  tax 
exemptions  provided  by  state  law.  The  DOR  only  tracks  exemptions  related 
to  the  3 percent  reduction  on  food  sales,  textbook  sales,  and  manufacturing 
sales. 

Vendors  remit  monthly,  quarterly,  or  annual  sales  and  use  tax  returns  to  the 
DOR.  The  returns  include  gross  sales  receipts,  adjustments  to  gross  sales 
receipts,  and  taxable  sales.  The  adjustment  amounts  include,  but  are  not 
limited  to,  exempt  sales  for  the  period  of  the  sales  tax  return  (file  period), 
and  corrections  of  errors  from  previous  file  periods. 

DOR  records  indicate  adjustments  to  gross  sales  receipts  totaled  over  $154 
billion,  $144  billion,  and  $147  billion  in  fiscal  years  2011,  2010,  and  2009, 
respectively.  Detailed  information  of  what  is  included  in  the  adjustments 
total  is  not  required  to  be  provided  on  returns,  and  according  to  DOR 
personnel,  only  taxable  sales  are  reported  on  some  returns,  with  the  gross 
sales  receipts  or  adjustment  amounts  not  included. 

Although  the  DOR  has  previously  agreed  that  tracking  exemptions  is  a 
laudable  goal,  the  DOR  believes  the  recommendation  increases  the  burden 
of  reporting  on  taxpayers  (vendor)  and  is  contrary  to  the  provision  which 
requires  simplified  returns  in  the  Streamlined  Sales  and  Use  Tax 
Agreement,  (see  MAR  finding  number  1).  The  DOR  has  indicated  that  when 
Missouri  comes  into  substantial  conformity  with  the  Agreement,  the  DOR 
will  require  filers  to  submit  a report  of  consolidated  exempt  sales  by 
exemption  type  in  accordance  with  the  Agreement.  However,  as  previously 
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noted,  legislation  is  required  to  put  the  state  into  conformity  with  the 
Agreement  and  Missouri  has  yet  to  pass  such  legislation. 

The  DOR  has  also  indicated  the  current  sales  tax  system  would  require 
significant  reprogramming,  and  might  not  have  the  capacity  to  handle  the 
additional  information  from  tracking  and  reporting  exemptions.  In  February 
2012,  the  DOR  and  the  Office  of  Administration  awarded  a contract  for  a 
new  Missouri  Integrated  Revenue  System  (MIRS).  According  to  DOR 
personnel,  although  the  new  system  is  currently  in  the  developmental  stages, 
it  should  not  have  similar  limitations. 

The  DOR  does  not  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  This 
discount  was  established  for  businesses  to  recover  a portion  of  their  costs 
for  compliance  with  state  sales  tax  laws.  However,  the  state  is  foregoing  a 
significant  amount  of  sales  taxes  revenue  because  there  is  not  a cap  on  the 
amount  of  timely  discounts  taken  by  large  vendors. 

Approximately  $102  million,  $94  million,  and  $95  million  in  state  and  local 
sales  tax  revenues  were  collected  from  purchasers  but  retained  as  timely 
discounts  by  businesses  remitting  sales  and  use  taxes  in  fiscal  years  2011, 
20 1 0,  and  2009,  respectively. 

Section  144.710,  RSMo,  allows  businesses  remitting  sales  and  use  taxes  to 
retain  2 percent  of  taxes  payable  to  the  DOR  if  the  business  remits  payments 
in  a timely  manner.  These  discounts  reduce  the  amount  of  sales  and  use 
taxes  received  by  the  state  and  local  governments.  According  to  a 
November  2008  report3,  46  states  (including  the  District  of  Columbia) 
impose  state  sales  taxes,  26  states  allow  businesses  a discount  and/or 
compensation  for  recording  and  remitting  sales  tax  collections,  and  13 
states,  including  Missouri,  have  not  established  a ceiling  to  limit  amount  of 
taxes  businesses  can  retain.  Of  the  eight  states  contiguous  to  Missouri,  three 
(Iowa,  Kansas  and  Tennessee)  do  not  allow  businesses  to  retain  any 
compensation,  and  four  (Arkansas,  Kentucky,  Nebraska,  and  Oklahoma) 
have  established  ceilings  to  limit  the  amount  of  discount  and/or 
compensation  retained  by  businesses. 

Sales  and  use  tax  revenues  are  used  to  fund  significant  portions  of  state  and 
local  government  budgets.  For  example,  in  fiscal  year  2011,  sales  and  use 
taxes  comprise  approximately  25  percent  of  the  state's  general  revenue.  The 
General  Assembly  needs  timely  and  accurate  information  regarding 
reductions  to  sales  and  use  tax  revenues  resulting  from  timely  discounts  to 
make  informed  financial  decisions. 


3 Skimming  the  Sales  Tax,  Good  Jobs  First,  November  2008. 
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The  DOR  previously  indicated  they  provided  the  timely  discount 
information  when  requested,  and  is  willing  and  able  to  do  so. 


2.3  Refunds  state  law  does  not  require  vendors  to  return  sales  and  use  tax  refunds  and 

related  interest  to  the  original  purchaser  when  applicable,  resulting  in  a 
windfall  for  the  vendor.  In  addition,  in  many  instances,  the  vendor  may  not 
even  be  able  to  identify  the  original  purchasers  to  whom  the  refunds  are  due, 
further  increasing  the  likelihood  of  a windfall.  The  DOR  distributed  sales 
and  use  tax  refunds,  including  interest,  of  approximately  $50  million,  $60 
million,  and  $71  million  during  fiscal  years  2011,  2010,  and  2009, 
respectively. 

Vendors  collect  sales  and  use  taxes  from  their  customers  and  remit  the  taxes 
to  the  DOR.  Section  144.190,  RSMo,  authorizes  the  DOR  to  issue  sales  and 
use  tax  refunds  due  to  an  overpayment  of  sales  or  use  taxes.  For  some 
refunds  the  vendor  is  the  original  purchaser  and  some  refunds  are  the  result 
of  taxpayer  errors,  incorrect  quarter-monthly  filer  estimates,  or  other 
circumstances  in  which  sales  and  use  taxes  were  not  collected  from  a 
purchaser,  and  as  a result,  should  be  retained  by  the  vendor.  However,  in 
many  cases,  the  refund  is  the  result  of  an  over  collection  of  sales  tax  by  the 
vendor  and  the  refund  is  due  back  to  the  original  purchaser. 

Section  144.190.6,  RSMo,  provides,  "...  if  a person  legally  obligated  to 
remit  the  tax  levied  pursuant  to  sections  144.010  to  144.525  has  received  a 
refund  of  such  taxes  for  a specific  issue  and  submits  a subsequent  claim  for 
refund  of  such  taxes  on  the  same  issue  for  a tax  period  beginning  on  or  after 
the  date  the  original  refund  check  issued  to  such  person,  no  refund  shall  be 
allowed  . . . . " This  section  further  provides  situations  in  which  this  section 
shall  not  apply  and  a refund  shall  be  allowed.  These  include  the  receipt  of 
additional  information  or  an  exemption  certificate  from  the  purchaser  of  the 
item  at  issue,  a decision  of  a court  of  competent  jurisdiction  or  the 
Administrative  Hearing  Commission,  or  changes  in  regulations  or  policy  by 
the  DOR.  However,  Section  144.190.6,  RSMo,  does  not  provide  that 
refunds  must  be  returned  to  the  original  purchaser.  In  addition,  it  appears 
that  a vendor  may  not  be  able  to  identify  the  original  purchaser  in  some 
cases,  such  as  cash  transactions  or  other  point  of  sale  settings  where 
purchaser  name  or  contact  information  is  not  captured.  In  these  situations, 
the  vendor  would  be  unable  to  forward  the  refund  to  the  original  purchaser 
and  would  receive  the  windfall  refund. 

The  DOR  has  previously  agreed  to  support  legislation  that  would  require 
sales  and  use  tax  refunds  and  related  interest  to  be  returned  to  the  original 
purchaser.  However,  to  date,  such  legislation  has  not  been  successful.  The 
legislation  should  also  address  how  the  refund  should  be  handled  when  the 
original  purchasers  cannot  be  identified. 
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The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from 
local  funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales 
and  use  taxes. 

Based  on  the  percentage  of  distributions  to  local  funds  to  total  distributions 
to  state  and  local  funds  (exclusive  of  the  GRF),  interest  payments  of 
approximately  $383,000,  $1,723,000,  $2, 1 33,000  should  have  been 
allocated  to  local  funds  during  fiscal  years  2011,  2010,  2009,  respectively, 
and  is  due  to  the  GRF  from  local  funds. 

Sales  and  use  tax  refunds  are  issued  from  the  GRF.  To  reimburse  the  GRF, 
adjustments  are  automatically  made  in  the  DOR  tax  system  for  the  principal 
and  interest  amount  of  the  refunds  due  from  other  state  funds  and  the 
principal  amount  of  the  refunds  due  from  local  funds.  However,  adjustments 
are  not  automatically  made  to  local  funds  for  the  interest  paid  on  sales  tax 
refunds. 

Although  the  DOR  has  previously  agreed  that  local  funds  should  pay  their 
proportionate  share  of  interest  paid  on  refunds,  the  DOR  has  been  unable  to 
develop  any  alternatives  for  recovering  interest  from  local  govermnents 
without  the  acquisition  of  a new  tax  system.  As  noted  above,  a new  MIRS  is 
currently  being  developed,  and  according  to  DOR  personnel,  the  limitations 
of  the  current  tax  system  should  not  be  an  issue  with  the  new  system. 

The  DOR: 

2.1&2  Ensure  the  tracking  and  reporting  of  exemptions  and  the  timely 
discount  is  a component  of  the  new  MIRS,  so  that  the  reductions  of 
state  revenue  related  to  each  exemption  and  the  timely  discount  can 
be  determined  and  reported  to  the  General  Assembly. 

2.3  Continue  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser. 
Such  legislation  should  also  address  whether  a refund  should  be 
made  when  the  original  purchaser  is  not  known. 

2.4  Ensure  the  new  MIRS  has  the  capability  to  calculate  the 
reimbursement  to  the  GRF  for  local  funds'  proportionate  share  of 
interest  paid  on  sales  and  use  tax  refunds. 

2.1&2  Tracking  and  reporting  exemptions  is  an  appropriate  goal 
Reporting  exemptions  would  substantially  increase  the  burden  on 
businesses.  Also,  based  on  prior  attempts  to  track  limited 
exemptions,  the  data  collected  is  likely  to  be  highly  inaccurate  due 
to  businesses  errors  in  reporting.  In  addition,  to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in 
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FTE,  which  the  current  budget  does  not  support.  The  Department  is 
in  the  process  of  implementing  an  integrated  revenue  system  that 
may  be  able  to  track  at  least  some  exemptions,  but  tracking  and 
reporting  the  data  will  still  be  a significant  burden  on  businesses 
and  the  data  collected  will  still  be  likely  to  be  inaccurate. 

The  Department  has  provided  information  regarding  the  timely 
filing  discount  when  requested  by  elected  officials  from  time-to- 
time,  but  has  not  been  requested  to  report  this  information  on  a 
regular  basis.  The  Department  is  willing  and  able  to  do  so. 

2.3  The  Department  reviews  and  makes  recommendations  with  respect 
to  existing  laws  and  proposed  legislation  eveiy  year.  The 
Department  will  review  this  issue  and  support  appropriate 
legislation. 

2.4  This  is  a requirement  in  the  request  for  proposal  and  is  scheduled  to 
be  implemented  when  the  sales  and  use  tax  portion  of  the  system  is 
implemented  in  2016. 


3. 


Automated  Sales 
Suppression  Device 


Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation, 
transfer,  or  possession  of  an  automated  sales  suppression  device.  This 
device  gives  retailers  the  ability  to  hide  the  amount  of  cash  transactions,  and 
thus,  evade  paying  sales  taxes  on  cash  transactions. 


An  automated  sales  tax  device,  commonly  known  as  a zapper,  is  a software 
program  that  falsifies  the  electronic  records  of  point  of  sale  (POS)  systems 
for  the  purpose  of  tax  evasion.  Most  often,  transactions  in  stores  and 
restaurants  are  recorded  by  a POS  system,  rather  than  a mechanical  cash 
register.  The  POS  system  records  are  generally  not  alterable  by  the  operator 
and  are  used  as  the  basis  of  tax  assessments  and  audits  by  tax  authorities.  To 
hide  the  removal  of  cash,  a zapper  often  runs  untraceably  from  a USB  flash 
drive  and  alters  the  electronic  sales  records  in  a cash  register.  This  makes  it 
appear  that  fewer  transactions  occurred  than  was  actually  the  case.  The  use 
of  zapper  software  reduces  the  tax  liability  of  the  business. 

Due  to  concerns  about  the  potential  of  sales  tax  zappers  to  reduce  state  and 
local  government  revenues,  some  states  are  enacting  legislation  to  address 
this  type  of  fraud.  According  to  a recent  study4,  Georgia,  Maine,  Utah,  and 
West  Virginia,  have  passed  legislation  to  subject  the  technology  (automated 
sales  suppression  device)  that  facilitates  the  fraud  to  enforcement  measures. 


4 Robert  T.  Ainsworth,  "An  American  Look  at  Zappers",  Boston  University  School  of  Law 
Working  Paper  No.  12-14, 

<http:www.bu.edU/law/facuity/scholarship/workpapers/2012.html#>,  accessed  on  October 
17,2012. 
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Other  states,  such  as  Florida,  Indiana,  Michigan,  New  York,  Oklahoma,  and 
Tennessee  have  similar  legislation  pending. 

According  to  DOR  management,  the  DOR  is  familiar  with  zapper 
technology  and  has  taken  steps  to  monitor  for  the  use  of  zappers.  However, 
the  DOR  has  not  identified  any  business  using  zappers,  and  is  not  aware  of 
pending  legislation  to  address  zapper  technology. 

Recommendation  The  DOR  work  with  the  General  Assembly  on  legislation  to  address  the 

possession  and  use  of  automated  sales  suppression  devices  by  businesses. 

Auditee's  Response  The  Department  reviews  and  makes  recommendations  with  respect  to 

existing  laws  and  proposed  legislation  every  year.  The  Department  will 
review  this  issue  and  support  appropriate  legislation. 
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The  Department  of  Revenue  (DOR)  was  created  by  Article  IV,  Section  12, 
Missouri  Constitution  as  the  central  collection  agency  for  state  revenues. 
The  Director  of  Revenue  is  appointed  by  the  Governor,  with  the  advice  and 
consent  of  the  Senate,  and  is  responsible  for  all  operations  and  policies. 
DOR  responsibilities  include: 

1)  Administering  and  collecting  state  taxes  and  fees,  including  sales 
and  use  tax,  motor  vehicle  sales  tax,  and  highway  use  tax. 

2)  Collecting  certain  taxes  and  fees  for  local  governments,  including 
local  sales  and  use  tax. 

3)  Titling  and  licensing  motor  vehicles,  trailers,  and  boats. 

4)  Licensing  motor  vehicle  operators. 

The  DOR  consists  of  four  divisions  and  the  Director's  office. 

Motor  Vehicle  and  Driver  Licensing  Division:  This  division  consists  of 
three  bureaus.  1)  The  Motor  Vehicle  Bureau  issues  titles  and  registers  motor 
vehicles,  trailers,  all-terrain  vehicles,  manufactured  homes,  and  marine  craft. 
In  addition,  the  bureau  issues  registration  certificates  to  motor  vehicle  and 
salvage  dealers  and  leasing  companies.  2)  The  Driver  Licensing  Bureau 
issues,  renews,  suspends,  revokes,  and  reinstates  driver  and  nondriver 
licenses  and  driving  permits.  The  bureau  also  processes  and  maintains 
records  regarding  license  issuance,  traffic  violation  point  assessments,  and 
failure  to  appear  in  court  for  traffic  violations,  and  administers  the  alcohol 
and  abuse  laws  for  alcohol/drug  offenders.  3)  The  License  Offices  Bureau 
manages  the  operations  of  the  contract  license  offices  throughout  the  state. 
These  local  offices  provide  driver  licensing  and  motor  vehicle  services.  This 
division  collects  motor  vehicles  sales  and  use  taxes. 

Taxation  Division:  This  division  consists  of  four  bureaus  which  collect 
taxes  and  administer  state  tax  law.  1)  The  Business  Tax  Bureau  administers 
sales  and  use,  financial  institutions,  insurance  premiums,  franchise,  cigarette 
and  other  tobacco  products,  motor  fuel,  corporate  income,  withholding,  and 
county  taxes  and  fees.  2)  The  Personal  Tax  Bureau  administers  individual 
income,  partnership,  fiduciary,  and  estate  taxes,  plus  the  property  tax  credit 
and  homestead  preservation  tax  credit.  3)  The  Collections  and  Tax 
Assistance  Bureau  provides  tax  assistance  to  individuals  and  businesses  and 
handles  unpaid  tax  liabilities.  4)  The  Field  Compliance  Bureau  audits 
businesses  both  in-state  and  out-of-state  to  ensure  compliance  with  the 
state's  tax  laws. 

Administration  Division:  This  division  consists  of  two  bureaus.  1)  Personnel 
Services  Bureau  is  responsible  for  the  DOR  personnel  matters,  policies  and 
procedures,  training,  and  written  communications.  2)  The  Financial  and 
General  Services  Bureau  is  responsible  for  accounting,  procurement. 
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banking,  and  general  services  such  as  telecommunications,  safety  issues, 
and  maintenance. 

Legal  Services  Division:  This  division  ensures  DOR  compliance  with  law 
and  internal  policies.  The  General  Counsel's  Office  advises  the  director  and 
divisions  on  legal  matters  and  represents  the  DOR  in  court.  The  Criminal 
Tax  Investigation  Bureau  investigates  and  develops  information  for  local 
prosecution  of  individuals  and  businesses  suspected  of  violating  laws  the 
DOR  administers.  The  Compliance  and  Investigation  Bureau  investigates 
illegal  motor  vehicle  titling  and  registration,  odometer  fraud,  and  tax  fraud 
involving  motor  fuel  sales  tax.  The  bureau  also  reviews  and  evaluates  the 
DOR  administrative,  operations,  and  internal  accounting  controls  and 
contract  license  offices. 

Director's  Office:  This  office  includes  the  Director,  Deputy  Director  and  key 
administrative  staff.  The  Director  of  Communications  works  with  the  news 
media  and  acts  as  the  DOR  spokesperson.  The  legislative  liaison  manages 
the  DOR  relationship  with  the  General  Assembly  and  other  governmental 
branches.  This  office  also  develops  fiscal  and  revenue  estimates  on 
proposed  legislation. 

The  Directors  of  Revenue  from  July  2008  to  November  2012  include: 

Omar  D.  Davis,  December  2007  to  January  2009 
Karen  King  Mitchell,  January  2009  to  July  2009 

Alana  M.  Barragan-Scott,  (Acting)  July  2009  to  November  2012  (officially 
appointed  Director  in  October  2009) 

In  December  2012,  Brian  K.  Long  was  appointed  Director. 

The  DOR  did  not  receive  any  federal  stimulus  monies  for  sales  and  use  tax 
operations  during  the  3 years  ended  June  30, 201 1. 


FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  BILL  NO.  190 

98TH  GENERAL  ASSEMBLY 

2015 

0805S.02T 

AN  ACT 

To  repeal  section  92.402,  RSMo,  and  to  enact  in  lieu  thereof  one  new  section  relating 
to  public  mass  transportation  sales  taxes. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Missouri,  as  follows: 

Section  A.  Section  92.402,  RSMo,  is  repealed  and  one  new  section  enacted 
2 in  lieu  thereof,  to  be  known  as  section  92.402,  to  read  as  follows: 

92.402.  1.  Any  city  may,  by  a majority  vote  of  its  council  or  governing 

2 body,  impose  a sales  tax  for  the  benefit  of  the  public  mass  transportation  system 

3 operating  within  such  city  as  provided  in  sections  92.400  to  92.421. 

4 2.  The  sales  tax  may  be  imposed  at  a rate  not  to  exceed  one-half  of  one 

5 percent  on  the  receipts  from  the  sale  at  retail  of  all  tangible  personal  property  or 

6 taxable  services  at  retail  within  any  city  adopting  such  tax,  if  such  property  and 

7 services  are  subject  to  taxation  by  the  state  of  Missouri  pursuant  to  the 

8 provisions  of  sections  144.010  to  144.525.  Seven  and  one-half  percent  of  the  sales 

9 tax  shall  be  distributed  to  the  interstate  transportation  authority  pursuant  to  the 

10  provisions  of  section  92.421.  The  [remainder  of  the  tax  in  excess  of  such  seven 

11  and  one-half  percent  shall  expire  on  December  31,  2015,  on  which  date  the] 

12  authority  shall  be  in  full  compliance  with  handicapped  accessibility  pursuant  to 

13  the  terms  of  the  Americans  with  Disabilities  Act. 

14  3.  Within  ten  days  after  the  adoption  of  any  ordinance  imposing  such  a 

15  sales  tax,  the  city  clerk  shall  forward  to  the  director  of  revenue  by  United  States 

16  registered  mail  or  certified  mail  a certified  copy  of  the  ordinance  of  the  council  or 

17  governing  body.  The  ordinance  shall  reflect  the  effective  date  thereof  and  shall 

18  be  accompanied  by  a map  of  the  city  clearly  showing  the  boundaries  thereof. 

EXPLANATION-Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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19  4.  If  the  boundaries  of  a city  in  which  such  sales  tax  has  been  imposed 

20  shall  thereafter  be  changed  or  altered,  the  city  clerk  shall  forward  to  the  director 

21  of  revenue  by  United  States  registered  mail  or  certified  mail  a certified  copy  of 

22  the  ordinance  adding  or  detaching  territory  from  the  city.  The  ordinance  shall 

23  reflect  the  effective  date  thereof,  and  shall  be  accompanied  by  a map  of  the  city 

24  clearly  showing  the  territory  added  thereto  or  detached  therefrom.  Upon  receipt 

25  of  the  ordinance  and  map,  the  tax  imposed  by  sections  92.400  to  92.421  shall  be 

26  effective  in  the  added  territory  or  abolished  in  the  detached  territory  on  the 

27  effective  date  of  the  change  of  the  city  boundary. 

/ 


EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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L.R.  No.:  0805-04 

Bill  No.:  HCS  for  SCS  for  SB  1 90 

Subject:  Kansas  City;  Taxation  and  Revenue  - Sales  and  Use;  Transportation 

Type:  Original 

Date:  May  1,2015 


Bill  Summary:  This  proposal  would  remove  the  current  expiration  date  for  the  Kansas 

City  transportation  sales  tax  and  would  add  statutory  audit  requirements 
for  transportation  development  districts. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  oil 
General  Revenue 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  ( ) indicate  costs  or  losses. 
This  fiscal  note  contains  7 pages. 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  AH 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

_□  Estimated  Net  Effect  (expenditures  or  reduced  revenues)  expected  to  exceed  $100,000  in  any 
of  the  three  fiscal  years  after  implementation  of  the  act. 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Local  Government  * 

$0 

$0 

$0 

* Net  of  additional  revenues  and  expenditures. 
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ASSUMPTION 


Section  92.402,  RSMo.  - Kansas  City  Area  Transportation  Sales  Tax: 

This  proposal  would  eliminate  the  expiration  of  a portion  of  the  Kansas  City  Area  Transportation 
Sales  Tax.  (Under  current  law  that  portion  of  the  tax  is  scheduled  to  expire  December  31,  2015.) 

Officials  from  the  City  of  Kansas  City  stated  this  proposal  would  maintain  transportation  sales 
tax  revenues  of  $12,166,167  for  January  1,  2016  to  April  30,  2016,  and  $36,500,000  per  year  for 
FY  2017  and  FY  2018. 

Oversight  has  no  independent  information  regarding  transportation  sales  tax  revenues  and  will 
assume  for  fiscal  note  purposes  the  City  of  Kansas  City  response  is  the  best  available  estimate  of 
the  impact  of  this  proposal. 

Oversight  notes  that  current  provisions  would  let  a portion  of  the  sales  tax  expire  on  December 
31,  2015  (FY  2016)  and  the  proposal  would  extend  the  sales  tax  indefinitely.  If  the  sales  tax 
expired,  the  revenue  reduction  for  the  City  of  Kansas  City  from  January  1,  2016  to  June  30,  2016 
(FY  2016)  would  be  ($36,500,000  x 6/12)  = $18,250,000  (disregarding  reporting  and  distribution 
delays),  and  the  fiscal  impact  of  this  proposal  for  FY  2017  and  FY  2018  would  be  $36,500,000 
per  year.  Oversight  will  include  these  amounts  in  this  fiscal  note. 

For  simplicity,  Oversight  will  not  include  any  impact  for  the  Department  of  Revenue's  collection 
costs.  Oversight  will  also  assume  that  all  or  substantially  all  of  the  sales  tax  revenues  would  be 
expended  on  transportation  costs  and  will  so  indicate  in  this  fiscal  note. 

Officials  from  the  Kansas  City  Election  Board  assumed  a previous  version  of  this  proposal 
could  result  in  jurisdiction-wide  election  at  a cost  of  $400,000. 

Oversight  notes  that  current  provisions  regarding  the  KCATA  Sales  Tax  do  not  appear  to 
provide  for  an  election. 

Officials  from  the  Office  of  the  Secretary  of  State,  the  Joint  Committee  on  Administrative 
Rules,  the  Department  of  Revenue,  the  Jackson  County  Election  Board,  and  the  Platte 
County  Board  of  Elections  assumed  a previous  version  of  this  proposal  would  have  no  fiscal 
impact  on  their  organizations. 
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ASSUMPTION  (continued) 

Officials  from  the  Office  of  Administration  - Division  of  Budget  and  Planning  assumed  a 
previous  version  of  this  proposal  would  have  no  fiscal  impact  on  their  organization. 

Not  responding: 

Officials  from  Jackson  County,  Belton,  Excelsior  Springs,  Gladstone,  Grandview,  Harrisonville, 
Independence,  the  Kansas  City  Area  Transit  Authority,  Kearney,  Lees  Summit,  Liberty, 

Peculiar,  Raytown,  Sugar  Creek,  Cass  County  Elections,  Clay  County,  the  Clay  County  Board  of 
Election  Commissioners,  the  Jackson  County  Executive,  and  Platte  County  did  not  respond  to 
our  request  for  fiscal  information. 

Sections  105.145,  238.222,  and  238.272,  RSMo.  - Transportation  Development  Districts: 

Changes  to  these  provisions  would  provide  specific  statutory  audit  requirements  for 
transportation  development  districts. 

Officials  from  the  Office  of  the  State  Auditor  assumed  similar  language  in  EICS  for  HB  477  LR 
1681-03  would  have  no  fiscal  impact  on  their  organization. 

In  response  to  similar  language  in  HCS  for  HB  477  LR  1681-03,  officials  from  the  Department 
of  Revenue  assumed  this  legislation  would  require  the  department  to  create  a form.  DOR 
officials  assumed  the  form  could  be  set  up  in  the  department’s  existing  county  fees  system 
without  any  additional  resources. 

Oversight  notes  the  Office  of  the  State  Auditor  (SAO)  issued  report  No.  2013-065  in  2013 
entitled  Transportation  Development  Districts  regarding  their  financial  statement  reporting 
requirements.  The  report  stated  as  of  December  31,  201 1,  49  districts  (of  the  176  at  the  time) 
filed  financial  statements/audit  reports  late  or  did  not  file  financial  statements  with  the  Office  of 
tire  State  Auditor  at  all.  While  a fine  for  late  filing  of  financial  statements  is  provided,  Section 
105. 145.8  currently  does  not  establish  the  agency  responsible  for  the  assessment  or  a collection 
mechanism  for  these  fines;  therefore,  no  fine  revenue  has  been  collected  to  date.  The  report  also 
stated,  as  of  February  1,  2013,  the  potential  accumulated  fine  amounts  were  $16,859,000. 
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IT  impact 

DOR  officials  provided  an  estimate  of  the  IT  cost  to  implement  this  proposal  of  $10,449  based 
on  139  hours  of  programming  at  the  current  state  contract  rate  for  IT  services. 

Oversight  assumes  DOR  could  absorb  the  IT  cost  to  implement  this  proposal  with  existing 
resources. 

Oversight  also  notes  this  proposal  would  require  future  fine  revenue  to  be  distributed  to  local 
school  districts  (after  the  Department  of  Revenue  retains  a collection  fee  of  not  more  than  two 
percent)  in  the  same  manner  that  proceeds  for  all  penalties,  forfeitures,  and  fines  collected  for  any 
breach  of  the  penal  law  of  the  state  are  distributed. 

Oversight  assumes  the  $500  fine  is  already  established  in  statutes  and  that  Transportation 
Development  Districts  (currently  195  districts)  would  timely  submit  their  financial  statements. 
Therefore,  Oversight  will  assume  no  additional  fiscal  impact  from  this  proposal. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from 
Department  of  Transportation  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from  the  City  of 
Kansas  City  Public  School  District  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

Bill  as  a whole  response 

Officials  from  the  Platte  County  Board  of  Elections  assume  this  proposal  would  have  no  fiscal 
impact  on  then-  organization. 
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FISCAL  IMPACT  - State  Government 


FY  2016 
(10  Mo.) 


FY  2017 


$0 


$0 


FISCAL  IMPACT  - Local  Government 


FY  2016 
(10  Mo.) 


FY  2017 


LOCAL  GOVERNMENTS 

Additional  revenue  - City  of  Kansas  City 

Sales  tax  $18,250,000  $36,500,000 

Additional  expenditures  - City  of  Kansas 
City 

Transportation  ($18,250,000)  ($36,500,000) 

ESTIMATED  NET  EFFECT  ON 

LOCAL  GOVERNMENTS  SO  $0 


FY  2018 

§0 

FY  2018 

$36,500,000 

($36,500,000) 

$0 
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FISCAL  IMPACT  - Small  Business 


No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a result  of  this  proposal. 
FISCAL  DESCRIPTION 


The  proposed  legislation  would  remove  the  current  expiration  date  for  the  Kansas  City 
transportation  sales  tax  and  would  provide  specific  statutory  requirements  for  audits  of 
transportation  development  districts. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not 
require  additional  capital  improvements  or  rental  space. 
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The  State  Auditor's  office  did  not  receive  a response  from  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  St.  Louis  Community  College, 
and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

Potential  costs  to  state  and  local  governmental  entities  are  unknown,  but  could  be  significant. 

The  proposal's  passage  would  impact  governmental  entity's  ability  to  revise  their  tax  structures. 

State  and  local  governments  expect  no  savings  from  this  proposal. 
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Secretary  of  State 
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STATE  AUDITORS  OFFICE 
Elections  Division 
(573)751  2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 

Article  X,  version  D (2016-059) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Chuck  Hatfield  on  May  13,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

(Official  Ballot  title) 


STATE  OF  MISSOURI, 

COUNTY  OF 

I, 

(Petition  Circulator’s  Printed  Name) 


CIRCULATOR’S  AFFIDAVIT 


c6NV  ' 

m 

O." 

*TJ  \; 

> " ' 
rn 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


co 


CO 

fr 


VO 

m 


rn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do ' do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Street  address  of  Affiant 

Printed  Name  of  Affiant  City,  State  and  Zip  Code  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 

Notary  Public  (Seal) 

Signature  ofNotary 


Address  ofNotary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Article  X is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read  as 
follows: 

Section  26.  The  state,  counties,  and  other  political  subdivisions  are  hereby  prohibited 
from  imposing  any  new  tax  on  services  or  activities  that  were  not  subject  to  tax  on 
January  1,  2015. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-059) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 
Article  X.  (Received  May  13,  2015) 


Date 


June  2,  2015 

Description 

This  proposal  would  amend  Article  X of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  State  Tax  Commission. 

Marc  Ellinger  provided  information  for  this  proposal  to  the  State  Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition.  Although  the  proposal  would  limit  the  ability  of  the 
state  to  revise  its  tax  structure,  it  is  impossible  for  their  department  to  determine  what  tax 
revenues  the  state  might  forgo  as  a result  or  the  impact  the  limit  would  have  on 
appropriations  to  higher  education.  Consequently,  while  they  do  not  believe  the  proposal 
would  have  a direct  fiscal  impact  on  their  department,  the  actual  potential  impact  is 
unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  fiscal  impact  from 
this  proposal  is  unknown.  While  there  would  appear  to  be  no  current  and  direct  fiscal 
impact  from  these  provisions  on  their  department,  they  would  certainly  and  perhaps 
severely  limit  what  state  and  local  governments  can  do  in  the  future  in  terms  of  changing 
the  way  taxes  are  handled. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Department  officials  provided  the  following  additional  information: 


They  reviewed  the  comments  submitted  and  disagree  with  the  assumptions.  Please  see 
below: 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
lawyer  FTEs 

The  Department  feels  there  is  already  a sufficient  legal  staff  available  to  handle  any 
possible  new  litigation. 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
non-lawyer  FTEs 

The  Department  currently  maintains  records  of  all  exemptions  under  Missouri  law  and 
how  they  apply.  These  provisions  will  not  change  anything. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Parks  and  Soils  tax 

Both  are  constitutional  provisions.  This  provision  does  not  trump  the  tax  or  the  need  for 
election  in  another  provision.  Also,  the  tax  is  imposed  as  of  January  1,  2015.  Therefore, 
it  may  still  be  approved  to  continue  after  that  date. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Kansas  City 
transportation  sales  tax 

The  tax  is  imposed  as  of  January  1,  2015.  Therefore,  it  may  still  be  approved  to  continue 
after  that  date.  Where  there  is  some  litigation  risk,  the  law  already  says  that  there  must 
be  a vote  to  extend.  This  provision  should  not  impact  that  fact. 

Officials  from  the  Department  of  Public  Safety  indicated  this  petition  could  restrict 
their  ability  to  establish  a way  to  fund  public  safety  programs  going  forward,  but  the 
fiscal  impact  would  not  measurable  at  this  point. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 


Officials  from  the  Office  of  Administration  indicated: 


The  proposal  enacts  a new  section  (Section  26)  in  Article  X of  the  Missouri  Constitution. 
This  section  would  prohibit  the  state  from  imposing  any  new  tax  on  services  or  activities 
not  subject  to  tax  on  January  1,  2015. 

The  state  sales  tax  base  continues  to  shrink  as  the  amount  of  Internet  sales  increases. 
This  proposal  would  prevent  the  state  from  modernizing  its  taxing  structure  in  the  future 
to  include  Internet  sales,  which  would  negatively  impact  the  state's  ability  to  raise 
sufficient  revenue  to  support  vital  state  services.  This  proposal  would  also  negatively 
impact  the  state's  ability  to  restructure  tax  policy  in  the  future.  Counties  and  political 
subdivisions  would  likely  experience  the  same  revenue  issues  if  this  proposal  were  to  be 
enacted. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  amendment  could  severely  hamper 
local  taxpayers  ability  to  fund  and  support  local  needs.  Without  the  ability  to  seek 
approval  even  for  currently  authorized  taxes,  their  city  could  find  that  it  is  unable  to  meet 
expectations  for  public  safety,  economic  development,  capital  improvements  and  other 
services.  It  is  not  possible  to  quantify  the  fiscal  impact. 

Officials  from  the  City  of  Kansas  City  indicated  they  estimate  an  annual  revenue  loss  of 
at  least  $203,000,000  if  either  Initiative  Petition  16-058,  16-059,  or  16-060  is  adopted. 
These  losses  result  from  the  prohibition  on  new  local  sales  and  use  taxes,  which 
would  include  a ban  on  new  sales  taxes  on  Internet  purchases  of  goods  and  services  by 
city  residents  from  out-of-state  merchants.  Their  city  would  also  lose  substantial  sales 
tax  revenues  because  these  initiatives  would  cancel  any  revenues  otherwise  gained  from 
the  elimination  of  exemptions  under  the  Streamlined  Sales  Tax  Act. 

The  projected  loss  of  $203  million  is  based  on  the  following  data  and  assumptions: 

According  to  a study  reported  on  the  web  site  of  the  National  Conference  of  State 
Legislatures,  approximately  49  percent  of  Missouri  sales  commerce  in  2009  was 
electronic  (online)  commerce.  The  study  was  perfonned  by  the  Center  for  Business  and 
Economic  Research  of  the  University  of  Tennessee. 

Only  a negligible  amount  of  online  commerce  actually  results  in  the  payment  of  use  taxes 
to  the  jurisdiction  where  the  purchaser  resides.  Few  purchasers  voluntarily  report  and 
pay  use  taxes  on  online  purchases. 

This  unreported  and  unpaid  use  tax  on  online  commerce  could  be  captured  if  (1) 
Congress  passed  the  Marketplace  Fairness  Act,  and  (2)  Missouri  enacted  the  Streamlined 
Sales  Tax.  Arguably,  Initiative  Petitions  16-058,  16-059,  and  16-060  would  prevent 
Missouri  from  adopting  the  Streamlined  Sales  Tax. 

Assuming  that  their  city  has  the  same  level  of  electronic  commerce  as  the  entire  state  of 
Missouri  according  to  the  study  (49%),  the  city  is  losing  49  percent  of  its  potential  sales 
& use  taxes  as  the  result  on  unreported  and  unpaid  use  taxes  on  online  transactions. 

Their  city's  estimated  sales  tax  revenue  for  fiscal  year  2015-16  is  $212  million  according 
to  its  budget. 

Their  city's  loss  from  uncaptured  use  taxes  on  49  percent  of  total  sales  tax  revenue  is 
estimated  as  follows: 

If  x = total  potential  sales  and  use  tax  revenue  (both  paid  and  unpaid) 
212,000,000  = .5  lx 


X = 212,000,000  / .51 
X = 415,686,275 

Unreported/unpaid  use  tax  = 415,686,275  - 212,000,000  = 203,686,275 

Officials  from  Metropolitan  Community  College  indicated  unknown  impact  for  their 
college. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 

Marc  Ellinger  provided  the  following  information  for  this  initiative  petition. 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative 
Petition  that  was  filed  by  Chuck  Hatfield  on  May  13,  2015.  The  initiative  petition  has 
been  labeled  by  the  Secretary  of  State  as  2016-059. 

The  initiative  petition  would  prohibit  the  state  from  imposing  a tax  on  any  service 
or  activity  that  was  not  subject  tax  on  January  1,  2015. 

(1)  Initiative  Petition  2016-059  will  require  a substantial  increase  in  Department 

of  Revenue  lawyer  FTEs 

The  Initiative  Petition  will  increase  costs  to  the  state  due  to  increased  litigation  as 
a result  of  the  proposed  measure.  The  largest  component  of  “litigation  costs”  is  the 
personnel  costs.  The  Department  of  Revenue  currently  employs  a small  army  of  lawyers. 
In  2014,  the  State  spent  more  than  1.6  million  dollars  of  taxpayer  money  to  fond  the 
salaries  of  the  Department’s  lawyers.  (See  Appendix  A).  Since  2010,  the  Director  of 
Revenue  has  been  a party  to  more  than  fifty  Missouri  Supreme  Court  cases.1 

Whether  or  not  a service  or  activity  is  currently  subject  to  tax  has  been  the  focus  of 
considerable  litigation,  especially  in  recent  years.  Already  this  year,  the  Missouri 
Supreme  Court  has  decided  Alherici  Constructors,  Inc.  v.  Director  of  Revenue , 452 
S.W.3d  632  (Mo.  banc  2015)  (a  use  tax  case),  Southwestern  Bell  Telephone  Company  v. 
Director  of  Revenue , 454  S.W.3d  871  (Mo.  banc  2015)  (a  franchise  tax  case),  Fred 
Weber  Inc.  v.  Director  of  Revenue,  452  S.W.3d  628  (Mo.  banc  2015)  (a  sales  tax  case), 
Ben  Hur  Steel  Worx  v.  Director  of  Revenue,  452  S.W.3d  624  (Mo.  banc  2015)  (a  sales 

1 See,  generally,  www.courts.mo.gov/casenet. 
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and  use  tax  case),  Five  Delta  Alpha,  LLC  v.  Director  of  Revenue , — S.W.3d  — , 2015 
WL  777898  (Mo.  banc  2015)  (a  use  tax  case),  and  Tatson,  LLC  v.  Director  of  Revenue, 
456  S.W.3d  43  (Mo.  banc  2015)  (a  sales  tax  case).  These  cases  account  for  17%  of  the 
total  cases  handed  down  so  far  this  year  by  the  Missouri  Supreme  Court. 

Furthermore,  an  amendment  of  this  type  would  incentivize  parties,  who  previously 
would  have  reached  a settlement  with  the  Department,  to  seek  a legal  determination  that 
their  services  and/or  activities  were  not  subject  to  a tax  on  January  1,  2015.  Such 
determination  would  essentially  provide  them  with  a perpetual  exemption  from  tax. 

The  increase  in  litigation  will  necessitate  additional  lawyer  FTEs  for  the 
Department  of  Revenue.  These  costs  should  be  included  in  the  Fiscal  Note  Summary.  At 

the  very  least,  the  Fiscal  Note  Summary  should  state  “the  proposal’s  passage  will  likely 

2 

lead  to  increased  litigation-related  costs.” 

(2)  Initiative  Petition  2016-059  will  require  a substantial  increase  in  Department 

of  Revenue  non-lawyer  FTEs 

The  initiative  would  also  prohibit  the  state  from  repealing  any  of  the  current 
exemptions  in  Missouri’s  tax  law.  Thus,  the  initiative  would  require  the  Department  to 
track  current  exemptions.  In  a 2013  audit,  the  Department  of  Revenue  admitted  it  does 


2 This  language  was  previously  adopted  by  the  Auditor  for  Initiative  Petitions  2016-021  and 
2016-022  (attached  hereto  as  Appendix  B). 
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not  currently  track  or  report  exemptions  and  stated  “to  track  and  report  exemptions,  the 
Department  would  require  a substantial  increase  in  FTE[.]”  3 

(3)  Initiative  Petition  2016-059  will  eliminate  the  revenue  from  the 

Parks  and  Soils  tax 

The  proposed  measure  essentially  prohibits  any  new  taxes.  The  existing  Parks  and 
Soils  tax  in  Article  IV,  Section  47(a)  of  the  Missouri  Constitution,  which  imposes  a sales 
tax  of  one-tenth  of  one  percent,  expires  in  2016.  Mo.  Const,  art.  IV,  Section  47(c). 
Without  additional  voter  approval,  Sections  47(a),  (b),  and  (c)  terminate.  As  of  January 
1,  2015  there  is  not  a tax  under  Section  47  of  the  Missouri  Constitution  on  or  after  2016. 
The  initiative  effectively  eliminates  the  Parks  and  Soils  tax  after  2016.  The  amount 
collected  in  FY2014  from  the  state  sales  and  use  tax  for  Parks  and  Soils  was 
$76,121,334.4  That  is  an  increase  over  the  $67.9  million  that  was  collected  in  FY2010. 
The  loss  to  the  state  in  2017  as  a result  of  the  elimination  of  the  Parks  and  Soils  tax  in 
Article  IV,  Section  47  will  be  at  least  $76  million  dollars. 

(4)  Initiative  Petition  2016-059  will  eliminate  the  revenue  from  the  Kansas  City 

transportation  sales  tax 

In  2015,  the  legislature  passed  Senate  Bill  190  (attached  as  Appendix  D)  which 
would  extend  the  Kansas  City  transportation  sales  tax  indefinitely.  However,  the 
proposed  measure  prohibits  any  new  taxes  that  were  not  in  effect  as  of  January  1,  2015. 

3 http://auditor.mo.gov/Repository/Press/2013-015.pdf  (attached  hereto,  without  Appendixes,  as 
Appendix  C). 

4 http://dor.mo . gov/pdf/financialstatreportl  4.pdf. 
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As  of  January  1,  2015,  there  was  no  Kansas  City  transportation  sales  tax  on  or  after 
December  3 1,  2015.  As  such,  the  state  would  be  prohibited  from  imposing  or  extending 
such  tax  as  a result  of  Initiative  Petition  2016-059.  If  the  sales  tax  expires,  the  result  is  a 
loss  to  the  City  of  Kansas  City  in  the  amount  of  $36.5  million  dollars  annually  (Fiscal 
Note  for  SB  190  attached  as  Appendix  E). 

(5)  Initiative  Petition  2016-058  will  repeal  any  local  taxes  voted  on  and  approved 

by  the  people  after  January  1,  2015. 

Since  January  1,  2015,  a number  of  local  governments  put  tax  measures  before 
their  voters  for  approval.  Many  passed  by  overwhelming  margins.  Still,  these  taxes 
would  be  repealed  by  the  Initiative  Petition  because  it  prohibits  a local  government  or 
political  subdivision  from  imposing  any  tax  that  was  not  already  imposed  on  January  1, 
2015.  The  taxes  listed  below  are  a sampling  of  the  taxes  that  were  passed  in  April  2015 
that  would  be  repealed  by  the  Initiative  Petition: 

® Ash  Grove  Fire  Prot.  Dist  - Tax  Levy 

© Bridgeton  Prop  A - Hotel/Motel  Tax 

• Calverton  Park  Prop  2 - Service  License  Tax 

• Cedar  Hill  Fire  Prop  Safety  - Tax  Levy 

• Country  Club  Hills  Prop  S - Sales  Tax 

• Crawford  County  Prop  1 - Sales  Tax 

• Crystal  City  Prop  E - Sales  Tax 


Festus  Schools  Prop  S - Tax  Levy 
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® Fort  Zumwalt  Schools  Prop  B - Tax  Levy 
» Goldman  Fire  Prop  - Tax  Levy 

• Hazelwood  Prop  P - Sales  Tax 

® Hillsboro,  MO  Fire  Prop  F - Sales  Tax 
® Independence  School  Dist  - Tax  Levy 
® Jamestown  C-l  School  tax  levy  increase 
® Kirkwood  Prop  1 - Sales  Tax 
» Lake  Waukomis  - Tax  Levy 

• Mapaville  Fire  Prop  Firefighter  - Tax  Levy 

© Meramec  Ambulance  Dist.  Prop  E - Tax  Levy 
® Northwest  Schools  Prop  PRIDE  - Tax  Levy 
® Pasadena  Park  Prop  A - Telecom  Tax 
® Pleasant  Valley  Sales  Tax 

• Rolla  Prop  P - Sales  Tax 

® Rolla  Schools  Prop  R3 1-2  - Tax  Levy 
a Sni-Valley  Fire  Prot.  Distr.  Property  Tax 

• Sni-Valley  Fire  Prot.  Distr.  Sales  Tax 
® St.  John  Prop  S - Sales  Tax 

• St.  Louis  City  DeBaliviere  Place  Prop.  Tax 
® Ste.  Genevieve  Co.  Prop  A - Sales  Tax 
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0 Valle  Ambulance  Dist.  Prop  Valle  - Sales  Tax 
® Washington  County  Road  & Bridge  Sales  Tax 
® Webster  Groves  Schools  Prop  S - Tax  Levy 
® Wentzville  Schools  Prop  E - Tax  Levy 
® West  County  EMS  & Fire  Prop  F - Tax  Levy 
® West  Peculiar  Fire  Tax 

The  loss  to  local  governments  as  a result  of  the  repeal  of  these  taxes  would  be  significant 
and  such  costs  should  be  included  in  the  Fiscal  Note  Summary. 

Conclusion 

No  savings  or  reduction  in  costs  to  state  government  can  be  gleaned  in  any  manner 
from  the  proposed  Initiative  Petition.  Additionally,  this  measure  expressly  restricts  the 
ability  of  counties,  cities,  and  other  political  subdivisions  from  imposing  certain  taxes. 
Local  governments  will  see  reduced  revenues  in  the  future  as  a result  of  the  proposed 
measure. 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  the 

state.  The  proposed  measure  will  increase  litigation  related  costs,  eliminate  the  state 

Parks  and  Soils  tax  and  eliminate  the  Kansas  City  transportation  sales  tax.  Any  estimate 

of  fiscal  impact  of  the  proposed  measure  must  include  these  significant  losses  in  order  to 

adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase  “unknown’ 5 

suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could  be 

positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2) 
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any  savings,  or  (3)  any  increased  revenues,  such  ambiguity  cannot  be  included  in  the 
fiscal  note  summary.  Therefore  use  of  the  word  “unknown,”  unless  it  includes  the  phrase 
“negative  impact,”  is  improper. 
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2014 

REVENUE 

ASSOCIATE  COUNSEL 

ALLEN,  CHANDREKAN. 

26,374.38 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

AUSMUS,  MARK  DAVID 

5,859.96 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

BRIGHT,  DEANNA  MARIE 

33,185.44 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

FEHR,  CHRISTOPHER  R. 

46,858.68 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

HOUDEK,  THOMAS  A 

9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

MARTIN,  SPENCER  ADAM 

9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

SANDERS,  MARIA  A 

30,983.49 

2014 

REVENUE 

CHIEF  COUNSEL 

MONAGHAN,  MAUREEN  M 

65,583.00 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

HALE,  JONATHAN  HOWARD 

41,588.75 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

KISLING,  MICHAEL SHAYNE 

70,483.08 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

PLAGGENBERG,  JOSEPH  G 

1,875.00 

2014 

REVENUE 

LEGAL  COUNSEL 

AUSMUS,  MARK  DAVID 

37,642.50 

2014 

REVENUE 

LEGAL  COUNSEL 

BERNSEN,  TORY  DOWD 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

CONWAY,  STEPHEN 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

COOPER,  CAMERON  H 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

HOUDEK,  THOMAS  A 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

KENNEDY,  DANIEL  J 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

MARTIN,  SPENCER  ADAM 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

SLAWSON,  BENJAMIN  C 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

VEIT,  DAWN  RENEE 

12,228.41 

2014 

REVENUE 

LEGAL  COUNSEL 

VITALE,  DESIREE  JUDE 

48,483.00 

2014 

REVENUE 

MANAGING  COUNSEL 

BERTELS,  RYAN  EUGENE 

4,361.59 

2014 

REVENUE 

MANAGING  COUNSEL 

FREUDENBERG,  ROGER  L. 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GINTHER,  STEVEN  ALLAN 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GOOCH,  CHARLES  L 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

LAKS,  YAMINI  A. 

51,729.10 

2014 

REVENUE 

MANAGING  COUNSEL 

MILLER,  DALE  WOOD 

39,660.62 

2014 

REVENUE 

SENIOR  COUNSEL 

ALLEN,  CHANDREKAN. 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

BRIGHT,  DEANNA  MARIE 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

CHENAULT,  JAMES  A. 

60,363.48 

2014 

REVENUE 

SENIOR  COUNSEL 

COX,  JOSEPH  M 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LAFAVER,  BEVERLY  L 

54,718.44 

2014 

REVENUE 

SENIOR  COUNSEL 

LAKS,  YAMINI  A. 

2,708.33 

2014 

REVENUE 

SENIOR  COUNSEL 

LAUGHLIN,  JANE  A 

59,983.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LISSANT,  SUSAN  LEAH 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

MOREAU,  SHERYL  L 

28,738.76 

2014 

REVENUE 

SENIOR  COUNSEL 

MURRAY,  MICHAEL  LEE 

56,987.16 

2014 

REVENUE 

SENIOR  COUNSEL 

PRITCHARD,  JAN 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

ROSE,  GLORIA  JEAN 

59,445.71 

2014 

REVENUE 

SENIOR  COUNSEL 

SANDERS,  MARIA  A 

20,112.03 

2014 

REVENUE 

SENIOR  COUNSEL 

SPRADLIN,  JAMES  L 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

SULLIVAN,  STEPHEN  PATRICK 

56,987.16 

Total  1,668,236.41 
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Jefferson  City 
05102 


P.O.Box  BOO 
(573)  7B1-OOS1 


March  12,  2015 


OPINION  LETTER  NO.  26-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  1 (16-021).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  State  and  local  governments  to  provide  certain 
health  and  welfare  services. 


Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Very  truly  yours, 


CHRIS 

Attorney  General 


OP-2015-0031 


www.ago.mo.gov 
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Attorney  General  of  Missouri 

Jefferson  C»ity 
65102 


P.O.  Box  noo 
(573)  75J-3321 


March  12,  2015 


OPINION  LETTER  NO.  27-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  2 (16-022).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-2015-0032 


www.ago.mo.gov 


APPENDIX  C 


Thomas  A.  Schweich 

Missouri  State  Auditor 


February  2013 

CITIZENS  SUMMARY 


Findings  in  the  audit  of  the  Department  of  Revenue,  Sales  and  Use  Tax 


Individual  Consumer  Use  Tax 
and  Internet  Sales 


Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by  the 
general  public  and  are  difficult  to  enforce  and  administer.  The  audit  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  but  notes  the 
unworkable  structure  in  place  now.  Missouri  law  imposes  an  individual 
consumer  use  tax  on  the  storage,  use,  or  consumption  of  tangible  personal 
property  which  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller 
or  the  property  is  tax  exempt.  Also,  use  tax  is  due  on  purchases  from  a seller 
which  is  not  engaged  in  business.  A purchaser  is  required  to  file  a use  tax  return 
if  the  cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  United  States  Supreme  Court  has  held  that  states  cannot  require  companies 
that  do  not  have  a physical  presence  in  the  state  to  collect  state  and  local  sales 
taxes.  University  studies  have  estimated  that  Missouri  state  and  local 
governments  have  lost  and  will  continue  to  lose  sales/use  tax  revenue  of 
between  $358  million  and  $474  million  annually  by  not  collecting  taxes  on 
these  sales.  The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  governments,  and  businesses  to  simplify 
sales  and  use  tax  collection  and  administration  by  retailers  and  states,  intended 
to  minimize  costs  and  administrative  burdens  on  retailers  that  collect  sales  tax 
while  encouraging  out-of-state  sellers  to  collect  tax  on  sales  to  customers  in  the 
Streamlined  states.  Forty-four  states,  including  Missouri,  signed  the  Agreement, 
but  Missouri  has  not  passed  implementing  legislation. 


The  Department  of  Revenue  (DOR)  does  not  include  a specific  line  that 
requires  state  individual  income  taxpayers  to  state  whether  they  made  purchases 
exceeding  $2,000  for  which  sales  or  use  tax  was  not  paid,  and,  as  a result,  most 
taxpayers  are  not  likely  aware  of  the  consumer  use  tax  requirement.  If  the  state 
continues  to  impose  the  individual  consumer  use  tax,  there  are  additional 
enforcement  procedures  the  DOR  should  consider. 

Ongoing  Concerns  The  DOR  does  not  track  and  report  information  regarding  some  sales  and  use 

tax  exemptions,  and  so  the  cost  in  tenns  of  reduced  state  revenue  for  each 
exemption  cannot  be  detennined.  DOR  records  indicate  adjustments  to  gross 
sales  receipts  totaled  over  $154  billion,  $144  billion,  and  $147  billion  in  fiscal 
years  2011,  2010,  and  2009,  respectively.  The  DOR  has  agreed  that  tracking 
exemptions  is  a good  idea,  but  it  believes  the  recommendation  increases  the 
reporting  burden  on  vendors  and  has  indicated  the  cuirent  sales  tax  system 
might  not  have  the  capacity  to  handle  the  additional  information.  However,  the 
DOR  and  the  Office  of  Administration  awarded  a contract  in  February  2012  for 
a new  Missouri  Integrated  Revenue  System  (MIRS)  which  should  not  have 
similar  limitations. 


The  state  is  foregoing  a significant  amount  of  sales  tax  revenue  because  there  is 
no  cap  on  the  amount  of  timely  discounts  large  vendors  can  take.  Business  were 
allowed  to  keep  approximately  $102  million,  $94  million,  and  $95  million  in 
state  and  local  sales  tax  revenues  collected  from  purchases  in  fiscal  years  2011, 
2010,  and  2009,  respectively,  as  an  incentive  for  timely  submitting  state  sales 
tax  payments.  Moreover,  the  DOR  does  not  routinely  report  the  amount  of 
timely  discounts  to  the  General  Assembly. 


When  consumers  overpay  sales  or  use  taxes,  the  DOR  refunds  the  vendor  the 
overpayment  plus  interest,  but  vendors  are  not  required  to  return  these  funds  to 
the  original  purchaser,  resulting  in  a windfall  for  the  vendor.  The  DOR  has 
previously  agreed  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser,  but,  to  date, 
such  legislation  has  not  been  successful. 

The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from  local 
funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales  and  use 
taxes.  Sales  and  use  tax  refunds,  including  interest,  are  made  from  the  GRF,  and 
adjustments  are  automatically  made  to  reimburse  the  GRF  for  the  principal 
amount  due  from  local  funds.  However,  adjustments  are  not  automatically  made 
to  reimburse  the  GRF  for  the  amount  of  interest  due  from  local  funds.  Although 
the  DOR  has  previously  agreed  that  local  funds  should  pay  their  proportionate 
share  of  this  interest,  the  DOR  has  not  been  able  to  develop  a method  for 
recovering  this  interest  with  the  current  tax  system,  but  according  to  DOR 
personnel  the  new  MIRS  should  not  have  this  limitation. 

Automated  Sales  Suppression  Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation,  transfer, 

Device  or  Possess'on  °f  an  automated  sales  suppression  device  (a  software  program 

commonly  known  as  a zapper).  Zapper  software  enables  businesses  to  evade  tax 
liability  by  altering  the  electronic  sales  records  in  a cash  register  to  make  it 
appear  that  fewer  transactions  have  occurred.  At  least  10  other  states  have 
passed  or  are  considering  similar'  legislation. 


In  the  areas  audited,  the  overall  performance  of  this  entity  was  Good.  * 


American  Recovery  and 
Reinvestment  Act 
(Federal  Stimulus) 


The  Department  of  Revenue  did  not  receive  any  federal  stimulus  monies  for 
sales  and  use  tax  operations  during  the  audited  time  period. 


*The  rating(s)  cover  only  audited  areas  and  do  not  reflect  an  opinion  on  the  overall  operation  of  the  entity.  Within  that  context,  the 

rating  scale  indicates  the  following: 

Excellent:  The  audit  results  indicate  this  entity  is  very  well  managed.  The  report  contains  no  findings.  In  addition,  if 

applicable,  prior  recommendations  have  been  implemented. 

Good:  The  audit  results  indicate  this  entity  is  well  managed.  The  report  contains  few  findings,  and  the  entity  has  indicated 

most  or  all  recommendations  have  already  been,  or  will  be,  implemented.  In  addition,  if  applicable,  many  of  the 
prior  recommendations  have  been  implemented. 

Fair:  The  audit  results  indicate  this  entity  needs  to  improve  operations  in  several  areas.  The  report  contains  several 

findings,  or  one  or  more  findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated 
several  recommendations  will  not  be  implemented.  In  addition,  if  applicable,  several  prior  recommendations  have 
not  been  implemented. 

Poor:  The  audit  results  indicate  this  entity  needs  to  significantly  improve  operations.  The  report  contains  numerous 

findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated  most  recommendations  will 
not  be  implemented.  In  addition,  if  applicable,  most  prior  recommendations  have  not  been  implemented. 


All  reports  are  available  on  our  website:  http://auditor.mo.gov 
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Thomas  A.  Schweich 

Missouri  State  Auditor 


Honorable  Jeremiah  W.  (Jay)  Nixon,  Governor 
and 

Brian  K.  Long,  Director 
Depar  tment  of  Revenue 
Jefferson  City,  Missouri 

We  have  audited  certain  operations  of  the  Department  of  Revenue,  sales  and  use  tax  collections,  as 
required  by  Sections  32.087  and  67.525,  RSMo.  The  scope  of  our  audit  included,  but  was  not  necessarily 
limited  to,  the  years  ended  June  30,  201 1, 2010,  and  2009.  The  objectives  of  our  audit  were  to: 

1.  Evaluate  the  department's  internal  controls  over  significant  management  and  financial 
functions. 

2.  Evaluate  the  department's  compliance  with  certain  legal  provisions. 

3.  Evaluate  the  economy  and  efficiency  of  certain  management  practices  and  operations, 
including  certain  financial  transactions. 

Our  methodology  included  reviewing  written  policies  and  procedures,  financial  records,  and  other 
pertinent  documents;  interviewing  various  personnel  of  the  department;  analysis  of  comparative  data 
obtained  from  internal  sources;  and  testing  selected  transactions.  We  obtained  an  understanding  of 
internal  controls  that  are  significant  within  the  context  of  the  audit  objectives  and  assessed  whether  such 
controls  have  been  properly  designed  and  placed  in  operation.  We  tested  certain  of  those  controls  to 
obtain  evidence  regarding  the  effectiveness  of  their  design  and  operation.  We  also  obtained  an 
understanding  of  legal  provisions  that  are  significant  within  the  context  of  the  audit  objectives,  and  we 
assessed  the  risk  that  illegal  acts,  including  fraud,  and  violations  of  contract  or  other  legal  provisions 
could  occur.  Based  on  that  risk  assessment,  we  designed  and  performed  procedures  to  provide  reasonable 
assurance  of  detecting  instances  of  noncompliance  significant  to  those  provisions. 

We  conducted  our  audit  in  accordance  with  the  standards  applicable  to  performance  audits  contained  in 
Government  A uditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards 
require  that  we  plan  and  perform  our  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  We  believe  that  the 
evidence  obtained  provides  such  a basis. 

The  accompanying  Organization  and  Statistical  Information  is  presented  for  informational  purposes.  This 
information  was  obtained  from  the  department's  management  and  was  not  subjected  to  the  procedures 
applied  in  our  audit  of  the  department. 
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For  the  areas  audited,  we  identified  (1)  a deficiency  in  internal  controls,  (2)  no  significant  noncompliance 
with  legal  provision,  and  (3)  the  need  for  improvement  in  management  practices  and  procedures.  The 
accompanying  Management  Advisory  Report  presents  our  findings  arising  from  our  audit  of  the 
Department  of  Revenue,  sales  and  use  tax  collections. 


/Axrr^vt^, 


Thomas  A.  Schweich 
State  Auditor 


The  following  auditors  participated  in  the  preparation  of  this  report: 


Deputy  State  Auditor: 
Director  of  Audits: 
Audit  Manager: 
In-Charge  Auditor: 
Audit  Staff: 


Harry  J.  Otto,  CPA 
John  Luetkemeyer,  CPA 
Toni  Crabtree,  CPA 
Robyn  Vogt,  M.Acct.,  CPA 
Corey  McComas,  M.Acct.,  CPA 
Aaron  D.  Allen 
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Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Findings 

Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by 
the  general  public,  require  extensive  taxpayer  record  keeping,  are  generally 
not  complied  with,  and  are  difficult  to  enforce  and  administer.  This  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  on  the 
economy  of  Missouri;  the  report  simply  notes  the  unworkable  structure  in 
place  now. 


1.  Individual 

Consumer  Use  Tax 
and  Internet  Sales 


Background  information  state  law  imposes  an  individual  consumer  use  tax  on  the  storage,  use,  or 

consumption  of  tangible  personal  property  in  Missouri.  The  consumer  use 
tax  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller  or  the 
property  is  tax  exempt.  Also,  use  tax  should  be  paid  on  purchases  from  a 
seller  which  is  not  engaged  in  business.  A purchaser  is  required  to  file  an 
annual  use  tax  return  with  the  Department  of  Revenue  (DOR)  if  the 
cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  use  tax  is  computed  on  the  purchase  price  of  all  goods  once  purchases 
exceed  $2,000.  Consumer  use  tax  information  and  requirements  are  posted 
on  the  DOR  website. 


The  type  of  purchases  subject  to  use  tax  include,  but  are  not  limited  to,  1) 
catalog  purchases,  2)  magazine  subscriptions,  3)  cross-border  purchases  of 
goods,  4)  TV  marketing  purchases,  5)  computer  software  and  hardware,  6) 
mail-order  supply  purchases,  7)  furniture  and  equipment  purchases  from 
out-of-state  sellers,  8)  purchases  of  goods  over  the  Internet  (e-commerce) 
and  by  phone,  and  9)  purchases  of  goods  from  outside  the  United  States. 
Currently,  state  law  requires  local  businesses  to  collect  sales  tax,  even  if 
they  have  an  online  business,  because  these  businesses  have  a physical 
presence  (nexus)  in  the  state.  However,  under  a 1992  U.S.  Supreme  Court 
ruling1,  states  cannot  require  companies  that  do  not  have  nexus  to  collect 
state  and  local  sales  taxes.  As  a result,  Missouri  cannot  require  businesses 
without  nexus  to  collect  sales  tax  on  goods  sold  to  Missouri  residents. 
Federal  legislation  has  been  proposed  that  would  enable  states  to  require 
online  retailers  to  collect  and  remit  sales  taxes,  while  also  providing 
businesses  with  an  effective  means  to  comply.  Such  legislation  includes  the 
Marketplace  Fairness  Act,  the  Main  Street  Fairness  Act,  and  the 
Marketplace  Equity  Act. 

With  the  increasing  popularity  and  usage  of  the  Internet,  e-commerce  sales 
have  grown  significantly  over  recent  years.  University  studies2  have 


1 Quill  orp  v,  North  Dakota,  504  U.S.298  (1992) 

2 Bruce,  Donald,  William  F.  Fox,  LeArrn  Luna,  "State  and  Local  Government  Sales  Tax 
Revenue  Losses  from  Electronic  Commerce,"  University  of  Tennessee,  Center  for  Business 
and  Economic  Research,  <http://cber.bus.utk.edu/ecornm.htm>,  accessed  on  April  27,2012; 
and  Huanfm  Ting,  John  Kosash  and  Andrew  Wesemann  (2012).  "Internet  Sales  and  Use  Tax 
Issues  in  Missouri"  Report  01-2012,  University  of  Missouri  Columbia,  Institute  of  Public 
Policy,  <http://ipp.missouri.edu/Publications/306>,  accessed  on  June  5,  2012. 
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estimated  that  Missouri  state  and  local  governments  have  lost  and  will 
continue  to  lose  sales/use  tax  revenue  of  between  $358  million  and  $474 
million  annually  by  not  collecting  taxes  on  these  sales.  Both  studies  also 
noted  that  local  vendors  face  a competitive  disadvantage  because  consumers 
that  make  purchases  online  avoid  paying  sales/use  taxes.  However,  it  is 
possible  that  if  taxes  were  collected  on  e-commerce  sales,  consumer 
purchasing  habits  could  change  resulting  in  less  revenue  for  the  state  than 
forecasted.  The  issues  of  revenue,  consumer  spending  habits,  and  the 
economic  effect  of  increased  taxation  are  beyond  the  scope  of  this  report. 

The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  govermnents,  and  businesses  to 
simplify  sales  and  use  tax  collection  and  administration  by  retailers  and 
states.  The  Agreement  aims  to  minimize  costs  and  administrative  burdens 
on  retailers  that  collect  sales  tax,  while  also  encouraging  out-of-state  sellers 
to  collect  tax  on  sales  to  customers  in  the  Streamlined  states.  Forty-four 
states,  including  Missouri,  signed  the  Agreement,  originally  adopted  in 
November  2002,  and  24  of  these  states  have  passed  legislation  to  conform  to 
the  Agreement.  Legislation  was  introduced  in  Missouri  during  the  2012 
legislative  session  and  in  prior  years  to  implement  the  provisions  of  the 
Agreement;  however,  such  legislation  has  not  passed.  Participation  in  the 
Agreement  is  voluntary  for  businesses  and  consumers;  therefore,  Missouri 
cannot  require  out-of-state  sellers  without  nexus  to  collect  sales  taxes  on 
purchases  made  by  Missouri  residents.  However,  according  to  the 
University  of  Missouri  report,  each  state  that  has  entered  into  the  Agreement 
collected,  on  average,  an  additional  $30.7  million,  in  total,  in  e-commerce 
tax  revenue  between  2005  to  2010. 

Some  states  (such  as  Washington,  North  Dakota,  New  York,  Kansas,  and 
Kentucky)  have  entered  into  agreements  with  large  Internet  sellers,  to 
collect  and  remit  state  and  local  sales  taxes.  Large  Internet  sellers  have  also 
negotiated  deals  with  other  states  to  collect  sales  tax  in  the  future.  In  other 
instances,  Internet  sellers  have  agreed  to  disclose  sales  and  use  tax 
requirements  on  their  Internet  sites  for  certain  states.  Such  disclosures 
inform  customers  that  many  states  require  purchasers  to  file  a sales  or  use 
tax  return  reporting  all  taxable  purchases  that  were  not  taxed  and  to  pay  tax 
on  those  purchases,  and  may  include  a link  to  that  state's  website. 

The  DOR  does  not  include  a specific  line  that  requires  state  individual 
income  taxpayers  to  state  whether  they  made  purchases  exceeding  $2,000 
for  which  sales  or  use  tax  was  not  paid.  As  a result,  most  taxpayers  are  not 
likely  aware  of  the  consumer  use  tax  requirements  as  evidenced  by  the  small 
amount  of  consumer  use  tax  collections. 
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According  to  DOR  records,  the  following  consumer  use  tax  was  paid: 


Tax  Year 

2011(1) 

2010 

2009 

2008 

Number  of  individual 

tax  returns 

2,917,023 

2,876,787 

3,019,358 

3,080,945 

Number  of  use  tax 

returns 

168 

190 

125 

96 

Use  tax  paid 

$205,087 

301,474 

110,784 

40,714 

(1)  Tax  year  20 11  information  through  August,  2012. 

If  the  state  continues  to  impose  the  individual  consumer  use  tax,  there  are 
additional  enforcement  procedures  the  DOR  should  consider.  Our  review  of 
other  states'  procedures  noted  some  states  include  a specific  line  on  its 
individual  income  tax  return  to  report  purchases  made  for  which  sales  or  use 
tax  was  not  paid.  In  addition,  to  reduce  taxpayer  recordkeeping  burden, 
some  states  provide  an  optional  use  tax  reporting  table  which  bases  the 
consumer's  use  tax  liability  on  a percentage  of  adjusted  gross  income  rather 
than  actual  purchases. 

To  increase  taxpayer  compliance  with  existing  individual  consumer  use  tax 
laws,  the  DOR  should  consider  revising  individual  income  tax  forms  to 
include  a specific  line  regarding  purchases  made  for  which  sales  or  use  tax 
was  not  paid,  and  an  optional  use  tax  reporting  table  which  bases  consumer 
use  tax  liability  on  a percentage  of  adjusted  gross  income  rather  than  actual 
purchases. 

The  DOR  revise  the  individual  income  tax  forms  to  increase  taxpayer 
compliance  with  existing  individual  consumer  use  tax  laws. 

The  Department  supports  the  collection  of  all  taxes  due  the  state  of 
Missouri , including  use  taxes.  However,  adding  a line  on  the  return  may  not 
have  much  impact  on  use  tax  collections,  but  it  would  delay  the  availability 
of  general  revenue  funds.  This  delay  could  be  substantial  in  the  April-May 
time  frame  when  the  majority  of  individual  income  tax  revenues  are 
received. 

Individual  income  tax  revenues  are  all  general  revenue  funds  and  currently 
are  deposited  very  quickly,  usually  the  same  or  next  day  even  during  the 
April-May  time  frame.  If  those  funds  were  combined  with  use  tax  funds,  all 
money  would  need  to  be  deposited  in  a suspense  account  until  the  return  is 
processed  and  the  appropriate  local  and  state  fund  distribution  can  be 
determined.  This  could  delay  availability  of  the  funds  by  as  much  as  six 
weeks.  The  Department  will  continue  to  explore  other  ways  to  encourage 
compliance  with  use  tax  laws  that  do  not  negatively  affect  the  timely 
transfer  of  funds  to  the  general  revenue  fund. 
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We  do  not  agree  with  the  Department's  contention  that  enforcing  existing 
consumer  use  tax  law  would  need  to  unnecessarily  delay  the  availability  of 
general  revenue  funds.  The  DOR  could  place  only  the  consumer  use  tax 
portion  in  the  suspense  account  thereby  eliminating  any  need  to  delay  the 
availability  of  general  revenue  funds. 


The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions  or  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  Under 
Missouri  law,  vendors  are  not  required  to  return  sales  and  use  tax  refunds  to 
the  original  purchaser  when  applicable,  and  local  funds  are  not  paying  their 
proportionate  share  of  interest  paid  on  refunds  of  sales  and  use  taxes. 

These  issues  are  ongoing  concerns  and  have  been  reported  in  prior  audit 
reports. 

The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions.  As  a result,  the  cost  in  terms  of  reduced  state  revenue 
for  each  exemption  cannot  be  determined. 

According  to  DOR  records,  there  are  currently  150  sales  and  use  tax 
exemptions  provided  by  state  law.  The  DOR  only  tracks  exemptions  related 
to  the  3 percent  reduction  on  food  sales,  textbook  sales,  and  manufacturing 
sales. 

Vendors  remit  monthly,  quarterly,  or  annual  sales  and  use  tax  returns  to  the 
DOR.  The  returns  include  gross  sales  receipts,  adjustments  to  gross  sales 
receipts,  and  taxable  sales.  The  adjustment  amounts  include,  but  are  not 
limited  to,  exempt  sales  for  the  period  of  the  sales  tax  return  (file  period), 
and  corrections  of  errors  from  previous  file  periods. 

DOR  records  indicate  adjustments  to  gross  sales  receipts  totaled  over  $154 
billion,  $144  billion,  and  $147  billion  in  fiscal  years  2011,  2010,  and  2009, 
respectively.  Detailed  information  of  what  is  included  in  the  adjustments 
total  is  not  required  to  be  provided  on  returns,  and  according  to  DOR 
personnel,  only  taxable  sales  are  reported  on  some  returns,  with  the  gross 
sales  receipts  or  adjustment  amounts  not  included. 

Although  the  DOR  has  previously  agreed  that  tracking  exemptions  is  a 
laudable  goal,  the  DOR  believes  the  recommendation  increases  the  burden 
of  reporting  on  taxpayers  (vendor)  and  is  contrary  to  the  provision  which 
requires  simplified  returns  in  the  Streamlined  Sales  and  Use  Tax 
Agreement,  (see  MAR  finding  number  1).  The  DOR  has  indicated  that  when 
Missouri  comes  into  substantial  conformity  with  the  Agreement,  the  DOR 
will  require  filers  to  submit  a report  of  consolidated  exempt  sales  by 
exemption  type  in  accordance  with  the  Agreement.  However,  as  previously 
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noted,  legislation  is  required  to  put  the  state  into  conformity  with  the 
Agreement  and  Missouri  has  yet  to  pass  such  legislation. 

The  DOR  has  also  indicated  the  current  sales  tax  system  would  require 
significant  reprogramming,  and  might  not  have  the  capacity  to  handle  the 
additional  information  from  tracking  and  reporting  exemptions.  In  February 
2012,  the  DOR  and  the  Office  of  Administration  awarded  a contract  for  a 
new  Missouri  Integrated  Revenue  System  (MIRS).  According  to  DOR 
personnel,  although  the  new  system  is  currently  in  the  developmental  stages, 
it  should  not  have  similar  limitations. 

The  DOR  does  not  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  This 
discount  was  established  for  businesses  to  recover  a portion  of  their  costs 
for  compliance  with  state  sales  tax  laws.  However,  the  state  is  foregoing  a 
significant  amount  of  sales  taxes  revenue  because  there  is  not  a cap  on  the 
amount  of  timely  discounts  taken  by  large  vendors. 

Approximately  $102  million,  $94  million,  and  $95  million  in  state  and  local 
sales  tax  revenues  were  collected  from  purchasers  but  retained  as  timely 
discounts  by  businesses  remitting  sales  and  use  taxes  in  fiscal  years  2011, 
2010,  and  2009,  respectively. 

Section  144.710,  RSMo,  allows  businesses  remitting  sales  and  use  taxes  to 
retain  2 percent  of  taxes  payable  to  the  DOR  if  the  business  remits  payments 
in  a timely  manner.  These  discounts  reduce  the  amount  of  sales  and  use 
taxes  received  by  the  state  and  local  governments.  According  to  a 
November  2008  report3,  46  states  (including  the  District  of  Columbia) 
impose  state  sales  taxes,  26  states  allow  businesses  a discount  and/or 
compensation  for  recording  and  remitting  sales  tax  collections,  and  13 
states,  including  Missouri,  have  not  established  a ceiling  to  limit  amount  of 
taxes  businesses  can  retain.  Of  the  eight  states  contiguous  to  Missouri,  three 
(Iowa,  Kansas  and  Tennessee)  do  not  allow  businesses  to  retain  any 
compensation,  and  four  (Arkansas,  Kentucky,  Nebraska,  and  Oklahoma) 
have  established  ceilings  to  limit  the  amount  of  discount  and/or 
compensation  retained  by  businesses. 

Sales  and  use  tax  revenues  are  used  to  fund  significant  portions  of  state  and 
local  government  budgets.  For  example,  in  fiscal  year  2011,  sales  and  use 
taxes  comprise  approximately  25  percent  of  the  state's  general  revenue.  The 
General  Assembly  needs  timely  and  accurate  information  regarding 
reductions  to  sales  and  use  tax  revenues  resulting  from  timely  discounts  to 
make  informed  financial  decisions. 


3 Skimming  the  Sales  Tax,  Good  Jobs  First,  November  2008. 
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The  DOR  previously  indicated  they  provided  the  timely  discount 
information  when  requested,  and  is  willing  and  able  to  do  so. 

State  law  does  not  require  vendors  to  return  sales  and  use  tax  refunds  and 
related  interest  to  the  original  purchaser  when  applicable,  resulting  in  a 
windfall  for  the  vendor.  In  addition,  in  many  instances,  the  vendor  may  not 
even  be  able  to  identify  the  original  purchasers  to  whom  the  refunds  are  due, 
further  increasing  the  likelihood  of  a windfall.  The  DOR  distributed  sales 
and  use  tax  refunds,  including  interest,  of  approximately  $50  million,  $60 
million,  and  $71  million  during  fiscal  years  2011,  2010,  and  2009, 
respectively. 

Vendors  collect  sales  and  use  taxes  from  their  customers  and  remit  the  taxes 
to  the  DOR.  Section  144. 190,  RSMo,  authorizes  the  DOR  to  issue  sales  and 
use  tax  refunds  due  to  an  overpayment  of  sales  or  use  taxes.  For  some 
refunds  the  vendor  is  the  original  purchaser  and  some  refunds  are  the  result 
of  taxpayer  errors,  incorrect  quarter-monthly  filer  estimates,  or  other 
circumstances  in  which  sales  and  use  taxes  were  not  collected  from  a 
purchaser,  and  as  a result,  should  be  retained  by  the  vendor.  However,  in 
many  cases,  the  refund  is  the  result  of  an  over  collection  of  sales  tax  by  the 
vendor  and  the  refund  is  due  back  to  the  original  purchaser. 

Section  144.190.6,  RSMo,  provides,  "...  if  a person  legally  obligated  to 
remit  the  tax  levied  pursuant  to  sections  144.010  to  144.525  has  received  a 
refund  of  such  taxes  for  a specific  issue  and  submits  a subsequent  claim  for 
refund  of  such  taxes  on  the  same  issue  for  a tax  period  beginning  on  or  after 
the  date  the  original  refund  check  issued  to  such  person,  no  refund  shall  be 
allowed  . . . . " This  section  further  provides  situations  in  which  this  section 
shall  not  apply  and  a refund  shall  be  allowed.  These  include  the  receipt  of 
additional  information  or  an  exemption  certificate  from  the  purchaser  of  the 
item  at  issue,  a decision  of  a court  of  competent  jurisdiction  or  the 
Administrative  Hearing  Commission,  or  changes  in  regulations  or  policy  by 
the  DOR.  However,  Section  144.190.6,  RSMo,  does  not  provide  that 
refunds  must  be  returned  to  the  original  purchaser.  In  addition,  it  appears 
that  a vendor  may  not  be  able  to  identify  the  original  purchaser  in  some 
cases,  such  as  cash  transactions  or  other  point  of  sale  settings  where 
purchaser  name  or  contact  information  is  not  captured.  In  these  situations, 
the  vendor  would  be  unable  to  forward  the  refund  to  the  original  purchaser 
and  would  receive  the  windfall  refund. 

The  DOR  has  previously  agreed  to  support  legislation  that  would  require 
sales  and  use  tax  refunds  and  related  interest  to  be  returned  to  the  original 
purchaser.  However,  to  date,  such  legislation  has  not  been  successful.  The 
legislation  should  also  address  how  the  refund  should  be  handled  when  the 
original  purchasers  cannot  be  identified. 
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The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from 
local  funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales 
and  use  taxes. 

Based  on  the  percentage  of  distributions  to  local  funds  to  total  distributions 
to  state  and  local  funds  (exclusive  of  the  GRF),  interest  payments  of 
approximately  $383,000,  $1,723,000,  $2,133,000  should  have  been 
allocated  to  local  funds  during  fiscal  years  2011,  2010,  2009,  respectively, 
and  is  due  to  the  GRF  from  local  funds. 

Sales  and  use  tax  refunds  are  issued  from  the  GRF.  To  reimburse  the  GRF, 
adjustments  are  automatically  made  in  the  DOR  tax  system  for  the  principal 
and  interest  amount  of  the  refunds  due  from  other  state  funds  and  the 
principal  amount  of  the  refunds  due  from  local  funds.  However,  adjustments 
are  not  automatically  made  to  local  funds  for  the  interest  paid  on  sales  tax 
refunds. 

Although  the  DOR  has  previously  agreed  that  local  funds  should  pay  their 
proportionate  share  of  interest  paid  on  refunds,  the  DOR  has  been  unable  to 
develop  any  alternatives  for  recovering  interest  from  local  governments 
without  the  acquisition  of  a new  tax  system.  As  noted  above,  a new  MIRS  is 
currently  being  developed,  and  according  to  DOR  personnel,  the  limitations 
of  the  current  tax  system  should  not  be  an  issue  with  the  new  system. 

The  DOR: 

2.1&2  Ensure  the  tracking  and  reporting  of  exemptions  and  the  timely 
discount  is  a component  of  the  new  MIRS,  so  that  the  reductions  of 
state  revenue  related  to  each  exemption  and  the  timely  discount  can 
be  determined  and  reported  to  the  General  Assembly. 

2.3  Continue  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  pur  chaser. 
Such  legislation  should  also  address  whether  a refund  should  be 
made  when  the  original  purchaser  is  not  known. 

2.4  Ensure  the  new  MIRS  has  the  capability  to  calculate  the 
reimbursement  to  the  GRF  for  local  funds'  proportionate  share  of 
interest  paid  on  sales  and  use  tax  refunds. 

2.1&2  Tracking  and  reporting  exemptions  is  an  appropriate  goal. 
Reporting  exemptions  would  substantially  increase  the  burden  on 
businesses.  Also,  based  on  prior  attempts  to  track  limited 
exemptions,  the  data  collected  is  likely  to  be  highly  inaccurate  due 
to  businesses  errors  in  reporting.  In  addition,  to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in 
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FTE,  which  the  current  budget  does  not  support.  The  Department  is 
in  the  process  of  implementing  an  integrated  revenue  system  that 
may  be  able  to  track  at  least  some  exemptions,  but  tracking  and 
reporting  the  data  will  still  be  a sigrnficant  burden  on  businesses 
and  the  data  collected  will  still  be  likely  to  be  inaccurate. 

The  Department  has  provided  information  regarding  the  timely 
filing  discount  when  requested  by  elected  officials  from  time-to- 
time,  but  has  not  been  recptested  to  report  this  information  on  a 
regular  basis.  The  Department  is  willing  and  able  to  do  so. 

2.3  The  Department  reviews  and  makes  recommendations  with  respect 
to  existing  laws  and  proposed  legislation  every  year.  The 
Department  will  review  this  issue  and  support  appropriate 
legislation. 

2.4  This  is  a requirement  in  the  request  for  proposal  and  is  scheduled  to 
be  implemented  when  the  sales  and  use  tax  portion  of  the  system  is 
implemented  in  2016. 


3.  Automated  Sales 
Suppression  Device 


Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation, 
transfer,  or  possession  of  an  automated  sales  suppression  device.  This 
device  gives  retailers  the  ability  to  hide  the  amount  of  cash  transactions,  and 
thus,  evade  paying  sales  taxes  on  cash  transactions. 


An  automated  sales  tax  device,  commonly  known  as  a zapper,  is  a software 
program  that  falsifies  the  electronic  records  of  point  of  sale  (POS)  systems 
for  the  purpose  of  tax  evasion.  Most  often,  transactions  in  stores  and 
restaurants  are  recorded  by  a POS  system,  rather  than  a mechanical  cash 
register.  The  POS  system  records  are  generally  not  alterable  by  the  operator 
and  are  used  as  the  basis  of  tax  assessments  and  audits  by  tax  authorities.  To 
hide  the  removal  of  cash,  a zapper  often  runs  untraceably  from  a USB  flash 
drive  and  alters  the  electronic  sales  records  in  a cash  register.  This  makes  it 
appear  that  fewer  transactions  occurred  than  was  actually  the  case.  The  use 
of  zapper  software  reduces  the  tax  liability  of  the  business. 

Due  to  concerns  about  the  potential  of  sales  tax  zappers  to  reduce  state  and 
local  government  revenues,  some  states  are  enacting  legislation  to  address 
this  type  of  fraud.  According  to  a recent  study4,  Georgia,  Maine,  Utah,  and 
West  Virginia,  have  passed  legislation  to  subject  the  technology  (automated 
sales  suppression  device)  that  facilitates  the  fraud  to  enforcement  measures. 


4 Robert  T.  Ainsworth,  "An  American  Look  at  Zappers",  Boston  University  School  of  Law 
Working  Paper  No.  12-14, 

<http:www.bu.edU/law/facuity/scholarship/workpapers/2012.html#>,  accessed  on  October 
17,2012. 
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Other  states,  such  as  Florida,  Indiana,  Michigan,  New  York,  Oklahoma,  and 
Tennessee  have  similar  legislation  pending. 

According  to  DOR  management,  the  DOR  is  familiar  with  zapper 
technology  and  has  taken  steps  to  monitor  for  the  use  of  zappers.  However, 
the  DOR  has  not  identified  any  business  using  zappers,  and  is  not  aware  of 
pending  legislation  to  address  zapper  technology. 

The  DOR  work  with  the  General  Assembly  on  legislation  to  address  the 
possession  and  use  of  automated  sales  suppression  devices  by  businesses. 

The  Department  reviews  and  makes  recommendations  with  respect  to 
existing  laws  and  proposed  legislation  every  year.  The  Department  will 
review  this  issue  and  support  appropriate  legislation. 
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The  Department  of  Revenue  (DOR)  was  created  by  Article  IV,  Section  12, 
Missouri  Constitution  as  the  central  collection  agency  for  state  revenues. 
The  Director  of  Revenue  is  appointed  by  the  Governor,  with  the  advice  and 
consent  of  the  Senate,  and  is  responsible  for  all  operations  and  policies. 
DOR  responsibilities  include: 

1)  Administering  and  collecting  state  taxes  and  fees,  including  sales 
and  use  tax,  motor  vehicle  sales  tax,  and  highway  use  tax. 

2)  Collecting  certain  taxes  and  fees  for  local  governments,  including 
local  sales  and  use  tax. 

3)  Titling  and  licensing  motor  vehicles,  trailers,  and  boats. 

4)  Licensing  motor  vehicle  operators. 

The  DOR  consists  of  four  divisions  and  the  Director's  office. 

Motor  Vehicle  and  Driver  Licensing  Division:  This  division  consists  of 
three  bureaus.  1)  The  Motor  Vehicle  Bureau  issues  titles  and  registers  motor 
vehicles,  trailers,  all-terrain  vehicles,  manufactured  homes,  and  marine  craft. 
In  addition,  the  bureau  issues  registration  certificates  to  motor  vehicle  and 
salvage  dealers  and  leasing  companies.  2)  The  Driver  Licensing  Bureau 
issues,  renews,  suspends,  revokes,  and  reinstates  driver  and  nondriver 
licenses  and  driving  permits.  The  bureau  also  processes  and  maintains 
records  regarding  license  issuance,  traffic  violation  point  assessments,  and 
failure  to  appear  in  court  for  traffic  violations,  and  administers  the  alcohol 
and  abuse  laws  for  alcohol/drug  offenders.  3)  The  License  Offices  Bureau 
manages  the  operations  of  the  contract  license  offices  throughout  the  state. 
These  local  offices  provide  driver  licensing  and  motor  vehicle  services.  This 
division  collects  motor  vehicles  sales  and  use  taxes. 

Taxation  Division:  This  division  consists  of  four  bureaus  which  collect 
taxes  and  administer  state  tax  law.  1)  The  Business  Tax  Bureau  administers 
sales  and  use,  financial  institutions,  insurance  premiums,  franchise,  cigarette 
and  other  tobacco  products,  motor  fuel,  corporate  income,  withholding,  and 
county  taxes  and  fees.  2)  The  Personal  Tax  Bureau  administers  individual 
income,  partnership,  fiduciary,  and  estate  taxes,  plus  the  property  tax  credit 
and  homestead  preservation  tax  credit.  3)  The  Collections  and  Tax 
Assistance  Bureau  provides  tax  assistance  to  individuals  and  businesses  and 
handles  unpaid  tax  liabilities.  4)  The  Field  Compliance  Bureau  audits 
businesses  both  in-state  and  out-of-state  to  ensure  compliance  with  the 
state's  tax  laws. 

Administration  Division:  This  division  consists  of  two  bureaus.  1)  Personnel 
Services  Bureau  is  responsible  for  the  DOR  personnel  matters,  policies  and 
procedures,  training,  and  written  communications.  2)  The  Financial  and 
General  Services  Bureau  is  responsible  for  accounting,  procurement. 
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banicing,  and  general  services  such  as  telecommunications,  safety  issues, 
and  maintenance. 

Legal  Services  Division:  This  division  ensures  DOR  compliance  with  law 
and  internal  policies.  The  General  Counsel's  Office  advises  the  director  and 
divisions  on  legal  matters  and  represents  the  DOR  in  court.  The  Criminal 
Tax  Investigation  Bureau  investigates  and  develops  information  for  local 
prosecution  of  individuals  and  businesses  suspected  of  violating  laws  the 
DOR  administers.  The  Compliance  and  Investigation  Bureau  investigates 
illegal  motor  vehicle  titling  and  registration,  odometer  fraud,  and  tax  fraud 
involving  motor  fuel  sales  tax.  The  bureau  also  reviews  and  evaluates  the 
DOR  administrative,  operations,  and  internal  accounting  controls  and 
contract  license  offices. 

Director's  Office:  This  office  includes  the  Director,  Deputy  Director  and  key 
administrative  staff.  The  Director  of  Communications  works  with  the  news 
media  and  acts  as  the  DOR  spokesperson.  The  legislative  liaison  manages 
the  DOR  relationship  with  the  General  Assembly  and  other  governmental 
branches.  This  office  also  develops  fiscal  and  revenue  estimates  on 
proposed  legislation. 

The  Directors  of  Revenue  from  July  2008  to  November  2012  include: 

Omar  D.  Davis,  December  2007  to  January  2009 
Karen  King  Mitchell,  January  2009  to  July  2009 

Alana  M.  Barragan-Scott,  (Acting)  July  2009  to  November  2012  (officially 
appointed  Director  in  October  2009) 

In  December  2012,  Brian  K.  Long  was  appointed  Director. 

The  DOR  did  not  receive  any  federal  stimulus  monies  for  sales  and  use  tax 
operations  during  the  3 years  ended  June  30, 20 1 1 . 


FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  BILL  NO.  190 

98TH  GENERAL  ASSEMBLY 

2015 

0S05S.02T 

AN  ACT 

To  repeal  section  92.402,  RSMo,  and  to  enact  in  lieu  thereof  one  new  section  relating 
to  public  mass  transportation  sales  taxes. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Missouri,  as  follows: 

Section  A.  Section  92.402,  RSMo,  is  repealed  and  one  new  section  enacted 
2 in  lieu  thereof,  to  be  known  as  section  92.402,  to  read  as  follows: 

92.402.  1.  Any  city  may,  by  a majority  vote  of  its  council  or  governing 

2 body,  impose  a sales  tax  for  the  benefit  of  the  public  mass  transportation  system 

3 operating  within  such  city  as  provided  in  sections  92.400  to  92.421. 

4 2.  The  sales  tax  may  be  imposed  at  a rate  not  to  exceed  one-half  of  one 

5 percent  on  the  receipts  from  the  sale  at  retail  of  all  tangible  personal  property  or 

6 taxable  services  at  retail  within  any  city  adopting  such  tax,  if  such  property  and 

7 services  are  subject  to  taxation  by  the  state  of  Missouri  pursuant  to  the 

8 provisions  of  sections  144.010  to  144.525.  Seven  and  one-half  percent  of  the  sales 

9 tax  shall  be  distributed  to  the  interstate  transportation  authority  pursuant  to  the 

10  provisions  of  section  92.421.  The  [remainder  of  the  tax  in  excess  of  such  seven 

11  and  one-half  percent  shall  expire  on  December  31,  2015,  on  which  date  the] 

12  authority  shall  be  in  full  compliance  with  handicapped  accessibility  pursuant  to 

13  the  terms  of  the  Americans  with  Disabilities  Act. 

14  3.  Within  ten  days  after  the  adoption  of  any  ordinance  imposing  such  a 

15  sales  tax,  the  city  clerk  shall  forward  to  the  director  of  revenue  by  United  States 

16  registered  mail  or  certified  mail  a certified  copy  of  the  ordinance  of  the  council  or 

17  governing  body.  The  ordinance  shall  reflect  the  effective  date  thereof  and  shall 

18  be  accompanied  by  a map  of  the  city  clearly  showing  the  boundaries  thereof. 

EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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19  4.  If  the  boundaries  of  a city  in  which  such  sales  tax  has  been  imposed 

20  shall  thereafter  be  changed  or  altered,  the  city  clerk  shall  forward  to  the  director 

21  of  revenue  by  United  States  registered  mail  or  certified  mail  a certified  copy  of 

22  the  ordinance  adding  or  detaching  territory  from  the  city.  The  ordinance  shall 

23  reflect  the  effective  date  thereof,  and  shall  be  accompanied  by  a map  of  the  city 

24  clearly  showing  the  territory  added  thereto  or  detached  therefrom.  Upon  receipt 

25  of  the  ordinance  and  map,  the  tax  imposed  by  sections  92.400  to  92.421  shall  be 

26  effective  in  the  added  territory  or  abolished  in  the  detached  territory  on  the 

27  effective  date  of  the  change  of  the  city  boundary. 


EXPLANATION-Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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L.R.  No.:  0805-04 

Bill  No.:  HCS  for  SCS  for  SB  1 90 

Subject:  Kansas  City;  Taxation  and  Revenue  - Sales  and  Use;  Transportation 

Type:  Original 

Date:  May  1,2015 


Bill  Summary:  This  proposal  would  remove  the  current  expiration  date  for  the  Kansas 

City  transportation  sales  tax  and  would  add  statutory  audit  requirements 
for  transportation  development  districts. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
General  Revenue 

$0 

$0 

SO 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  ( ) indicate  costs  or  losses. 
This  fiscal  note  contains  7 pages. 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  All 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

□_  Estimated  Net  Effect  (expenditures  or  reduced  revenues)  expected  to  exceed  $100,000  in  any 
of  the  three  fiscal  years  after  implementation  of  the  act. 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Local  Government  * 

$0 

$0 

$0 

* Net  of  additional  revenues  and  expenditures. 
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ASSUMPTION 

Section  92.402,  RSMo.  - Kansas  City  Area  Transportation  Sales  Tax: 

This  proposal  would  eliminate  the  expiration  of  a portion  of  the  Kansas  City  Area  Transportation 
Sales  Tax.  (Under  current  law  that  portion  of  the  tax  is  scheduled  to  expire  December  3 1 , 20 1 5.) 

Officials  from  the  City  of  Kansas  City  stated  this  proposal  would  maintain  transportation  sales 
tax  revenues  of  $12,166,167  for  January  1,  2016  to  April  30,  2016,  and  $36,500,000  per  year  for 
FY  2017  and  FY  2018. 

Oversight  has  no  independent  information  regarding  transportation  sales  tax  revenues  and  will 
assume  for  fiscal  note  purposes  the  City  of  Kansas  City  response  is  the  best  available  estimate  of 
the  impact  of  this  proposal. 

Oversight  notes  that  current  provisions  would  let  a portion  of  the  sales  tax  expire  on  December 
31,  2015  (FY  2016)  and  the  proposal  would  extend  the  sales  tax  indefinitely.  If  the  sales  tax 
expired,  the  revenue  reduction  for  the  City  of  Kansas  City  from  January  1,  2016  to  June  30,  2016 
(FY  2016)  would  be  ($36,500,000  x 6/12)  = $18,250,000  (disregarding  reporting  and  distribution 
delays),  and  the  fiscal  impact  of  this  proposal  for  FY  2017  and  FY  2018  would  be  $36,500,000 
per  year.  Oversight  will  include  these  amounts  in  this  fiscal  note. 

For  simplicity,  Oversight  will  not  include  any  impact  for  the  Department  of  Revenue's  collection 
costs.  Oversight  will  also  assume  that  all  or  substantially  all  of  the  sales  tax  revenues  would  be 
expended  on  transportation  costs  and  will  so  indicate  in  this  fiscal  note. 

Officials  from  the  Kansas  City  Election  Board  assumed  a previous  version  of  this  proposal 
could  result  in  jurisdiction-wide  election  at  a cost  of  $400,000. 

Oversight  notes  that  current  provisions  regarding  the  KCATA  Sales  Tax  do  not  appear  to 
provide  for  an  election. 

Officials  from  the  Office  of  the  Secretary  of  State,  the  Joint  Committee  on  Administrative 
Rules,  the  Department  of  Revenue,  the  Jackson  County  Election  Board,  and  the  Platte 
County  Board  of  Elections  assumed  a previous  version  of  this  proposal  would  have  no  fiscal 
impact  on  their  organizations. 
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ASSUMPTION  (continued) 

Officials  from  the  Office  of  Administration  - Division  of  Budget  and  Planning  assumed  a 
previous  version  of  this  proposal  would  have  no  fiscal  impact  on  their  organization. 

Not  responding: 

Officials  from  Jackson  County,  Belton,  Excelsior  Springs,  Gladstone,  Grandview,  Harrisonville, 
Independence,  the  Kansas  City  Area  Transit  Authority,  Kearney,  Lees  Summit,  Liberty, 

Peculiar,  Raytown,  Sugar  Creek,  Cass  County  Elections,  Clay  County,  the  Clay  County  Board  of 
Election  Commissioners,  the  Jackson  County  Executive,  and  Platte  County  did  not  respond  to 
our  request  for  fiscal  information. 

Sections  105. 145,  238.222,  and  238.272,  RSMo.  - Transportation  Development  Districts: 

Changes  to  these  provisions  would  provide  specific  statutory  audit  requirements  for 
transportation  development  districts. 

Officials  from  the  Office  of  the  State  Auditor  assumed  similar  language  in  HCS  for  HB  477  LR 
1681-03  would  have  no  fiscal  impact  on  their  organization. 

In  response  to  similar  language  in  HCS  for  HB  477  LR  1681-03,  officials  from  the  Department 
of  Revenue  assumed  this  legislation  would  require  the  department  to  create  a form.  DOR 
officials  assumed  the  form  could  be  set  up  in  the  department’s  existing  county  fees  system 
without  any  additional  resources. 

Oversight  notes  the  Office  of  the  State  Auditor  (SAO)  issued  report  No.  2013-065  in  2013 
entitled  Transportation  Development  Districts  regarding  their  financial  statement  reporting 
requirements.  The  report  stated  as  of  December  3 1,  201 1,  49  districts  (of  the  176  at  the  time) 
filed  financial  statements/audit  reports  late  or  did  not  file  financial  statements  with  the  Office  of 
the  State  Auditor  at  all.  While  a fine  for  late  filing  of  financial  statements  is  provided,  Section 
105.145.8  currently  does  not  establish  the  agency  responsible  for  the  assessment  or  a collection 
mechanism  for  these  fines;  therefore,  no  fine  revenue  has  been  collected  to  date.  The  report  also 
stated,  as  of  February  1,  2013,  the  potential  accumulated  fine  amounts  were  $16,859,000. 
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ASSUMPTION  (continued) 

IT  impact 

DOR  officials  provided  an  estimate  of  the  IT  cost  to  implement  this  proposal  of  $10,449  based 
on  139  hours  of  programming  at  the  current  state  contract  rate  for  IT  services. 

Oversight  assumes  DOR  could  absorb  the  IT  cost  to  implement  this  proposal  with  existing 
resources. 

Oversight  also  notes  this  proposal  would  require  future  fine  revenue  to  be  distributed  to  local 
school  districts  (after  the  Department  of  Revenue  retains  a collection  fee  of  not  more  than  two 
percent)  in  the  same  manner  that  proceeds  for  all  penalties,  forfeitures,  and  fines  collected  for  any 
breach  of  the  penal  law  of  the  state  are  distributed. 

Oversight  assumes  the  $500  fine  is  already  established  in  statutes  and  that  Transportation 
Development  Districts  (currently  195  districts)  would  timely  submit  their  financial  statements. 
Therefore,  Oversight  will  assume  no  additional  fiscal  impact  from  this  proposal. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from 
Department  of  Transportation  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from  the  City  of 
Kansas  City  Public  School  District  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

Bill  as  a whole  response 

Officials  from  the  Platte  County  Board  of  Elections  assume  this  proposal  would  have  no  fiscal 
impact  on  then  organization. 
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FISCAL  IMPACT  - State  Government 

FY  2016 
(10  Mo.) 

FY  2017 

FY  2018 

§0 

M 

§0 

FISCAL  IMPACT  - Local  Government 

FY  2016 
(10  Mo.) 

FY  2017 

FY  2018 

LOCAL  GOVERNMENTS 

Additional  revenue  - City  of  Kansas  City 

Sales  tax  $18,250,000  $36,500,000  $36,500,000 

Additional  expenditures  - City  of  Kansas 
City 

Transportation  ($18,250,000)  ($36,500,000)  ($36,500,000) 

ESTIMATED  NET  EFFECT  ON 

LOCAL  GOVERNMENTS  $0  M M 
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FISCAL  IMPACT  - Small  Business 


No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a result  of  this  proposal. 
FISCAL  DESCRIPTION 


The  proposed  legislation  would  remove  the  current  expiration  date  for  the  Kansas  City 
transportation  sales  tax  and  would  provide  specific  statutory  requirements  for  audits  of 
transportation  development  districts. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not 
require  additional  capital  improvements  or  rental  space. 

SOURCES  OF  INFORMATION 


Office  of  the  Secretary  of  State 

Joint  Committee  on  Administrative  Rules 

Office  of  Administration 

Division  of  Budget  and  Planning 
Department  of  Revenue 
City  of  Kansas  City 
Platte  County  Board  of  Elections 


Mickey  Wilson,  CPA 

Director 

May  1,  2015 


Ross  Strope 
Assistant  Director 
May  1,2015 
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The  State  Auditor's  office  did  not  receive  a response  from  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  St.  Louis  Community  College, 
and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

Potential  costs  to  state  and  local  governmental  entities  are  unknown,  but  could  be  significant. 

The  proposal's  passage  would  impact  governmental  entity's  ability  to  revise  their  tax  structures. 

State  and  local  governments  expect  no  savings  from  this  proposal. 


James  C.  Kirkpatrick 
State.  Information  Center 
(573)751-4936 

May  13,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECEIVED 

MAY  1 3 2015 

STATE  AUDITORS  OFFICE 

Elections  Division 
(573)751-2301 

IGtCS 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 

Article  X,  version  C (2016-058) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Chuck  Hatfield  on  May  13,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  116.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
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County 


Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


STATE  OF  MISSOURI, 
COUNTY  OF 


(Official  Ballot  title) 


CIRCULATOR’S  AFFIDAVIT 


r-'O 

C3 


CO 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 


or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Street  address  of  Affiant 

Printed  Name  of  Affiant  City,  State  and  Zip  Code  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 

Notary  Public  (Seal) 

Signature  of  Notary 


Address  ofNotary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read  as 
follows: 

Section  26.  The  state,  counties,  and  other  political  subdivisions  are  hereby  prohibited 
from  imposing  a sales  or  use  tax  on  any  service  or  activity  that  was  not  subject  to  a sales 
or  use  tax  on  January  1,  2015. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-058) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 
Article  X.  (Received  May  13,  2015) 


Date 


June  2,  2015 

Description 

This  proposal  would  amend  Article  X of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  State  Tax  Commission. 

Marc  Ellinger  provided  information  for  this  proposal  to  the  State  Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition.  Although  the  proposal  would  limit  the  ability  of  the 
state  to  revise  its  tax  structure,  it  is  impossible  for  their  department  to  determine  what  tax 
revenues  the  state  might  forgo  as  a result  or  the  impact  the  limit  would  have  on 
appropriations  to  higher  education.  Consequently,  while  they  do  not  believe  the  proposal 
would  have  a direct  fiscal  impact  on  their  department,  the  actual  potential  impact  is 
unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  fiscal  impact  from 
this  proposal  is  unknown.  While  there  would  appear  to  be  no  current  and  direct  fiscal 
impact  from  these  provisions  on  their  department,  they  would  certainly  and  perhaps 
severely  limit  what  state  and  local  governments  can  do  in  the  future  in  terms  of  changing 
the  way  taxes  are  handled. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 


Department  officials  provided  the  following  additional  information: 


They  reviewed  the  comments  submitted  and  disagree  with  the  assumptions.  Please  see 
below: 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
lawyer  FTEs 

The  Department  feels  there  is  already  a sufficient  legal  staff  available  to  handle  any 
possible  new  litigation. 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
non-lawyer  FTEs 

The  Department  currently  maintains  records  of  all  exemptions  under  Missouri  law  and 
how  they  apply.  These  provisions  will  not  change  anything. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Parks  and  Soils  tax 

Both  are  constitutional  provisions.  This  provision  does  not  trump  the  tax  or  the  need  for 
election  in  another  provision.  Also,  the  tax  is  imposed  as  of  January  1,  2015.  Therefore, 
it  may  still  be  approved  to  continue  after  that  date. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Kansas  City 
transportation  sales  tax 

The  tax  is  imposed  as  of  January  1,  2015.  Therefore,  it  may  still  be  approved  to  continue 
after  that  date.  Where  there  is  some  litigation  risk,  the  law  already  says  that  there  must 
be  a vote  to  extend.  This  provision  should  not  impact  that  fact. 

Officials  from  the  Department  of  Public  Safety  indicated  this  petition  could  restrict 
their  ability  to  establish  a way  to  fund  public  safety  programs  going  forward,  but  the 
fiscal  impact  would  not  measurable  at  this  point. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 


Officials  from  the  Office  of  Administration  indicated: 


The  proposal  enacts  a new  section  (Section  26)  in  Article  X of  the  Missouri  Constitution. 
This  section  would  prohibit  the  state,  counties,  any  other  political  subdivisions  from 
imposing  any  new  sales  or  use  tax  on  services  or  activities  not  subject  to  tax  on  January 
1,2015. 

The  state  sales  tax  base  continues  to  shrink  as  the  amount  of  Internet  sales  increases. 
This  proposal  would  prevent  the  state  from  modernizing  its  taxing  structure  in  the  future 
to  include  Internet  sales,  which  would  negatively  impact  the  state's  ability  to  raise 
sufficient  revenue  to  support  vital  state  services.  This  proposal  would  also  negatively 
impact  the  state's  ability  to  restructure  tax  policy  in  the  future.  Counties  and  political 
subdivisions  would  likely  experience  the  same  revenue  issues  if  this  proposal  were  to  be 
enacted. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  amendment  could  severely  hamper 
local  taxpayers  ability  to  fund  and  support  local  needs.  Without  the  ability  to  seek 
approval  even  for  currently  authorized  taxes,  their  city  could  find  that  it  is  unable  to  meet 
expectations  for  public  safety,  economic  development,  capital  improvements  and  other 
services.  It  is  not  possible  to  quantify  the  fiscal  impact. 

Officials  from  the  City  of  Kansas  City  indicated  they  estimate  an  annual  revenue  loss  of 
at  least  $203,000,000  if  either  Initiative  Petition  16-058,  16-059,  or  16-060  is  adopted. 
These  losses  result  from  the  prohibition  on  new  local  sales  and  use  taxes,  which 
would  include  a ban  on  new  sales  taxes  on  Internet  purchases  of  goods  and  services  by 
city  residents  from  out-of-state  merchants.  Their  city  would  also  lose  substantial  sales 
tax  revenues  because  these  initiatives  would  cancel  any  revenues  otherwise  gained  from 
the  elimination  of  exemptions  under  the  Streamlined  Sales  Tax  Act. 

The  projected  loss  of  $203  million  is  based  on  the  following  data  and  assumptions: 

According  to  a study  reported  on  the  web  site  of  the  National  Conference  of  State 
Legislatures,  approximately  49  percent  of  Missouri  sales  commerce  in  2009  was 
electronic  (online)  commerce.  The  study  was  perfonned  by  the  Center  for  Business  and 
Economic  Research  of  the  University  of  Tennessee. 

Only  a negligible  amount  of  online  commerce  actually  results  in  the  payment  of  use  taxes 
to  the  jurisdiction  where  the  purchaser  resides.  Few  purchasers  voluntarily  report  and 
pay  use  taxes  on  online  purchases. 

This  unreported  and  unpaid  use  tax  on  online  commerce  could  be  captured  if  (1) 
Congress  passed  the  Marketplace  Fairness  Act,  and  (2)  Missouri  enacted  the  Streamlined 
Sales  Tax.  Arguably,  Initiative  Petitions  16-058,  16-059,  and  16-060  would  prevent 
Missouri  from  adopting  the  Streamlined  Sales  Tax. 

Assuming  that  their  city  has  the  same  level  of  electronic  commerce  as  the  entire  state  of 
Missouri  according  to  the  study  (49%),  the  city  is  losing  49  percent  of  its  potential  sales 
& use  taxes  as  the  result  on  unreported  and  unpaid  use  taxes  on  online  transactions. 

Their  city's  estimated  sales  tax  revenue  for  fiscal  year  2015-16  is  $212  million  according 
to  its  budget. 

Their  city's  loss  from  uncaptured  use  taxes  on  49  percent  of  total  sales  tax  revenue  is 
estimated  as  follows: 

If  x = total  potential  sales  and  use  tax  revenue  (both  paid  and  unpaid) 
212,000,000  = .5  lx 


X = 212,000,000  / .51 
X = 415,686,275 

Unreported/unpaid  use  tax  = 415,686,275  - 212,000,000  = 203,686,275 

Officials  from  Metropolitan  Community  College  indicated  unknown  impact  for  their 
college. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 

Marc  Ellinger  provided  the  following  information  for  this  initiative  petition. 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative 
Petition  that  was  filed  by  Chuck  Hatfield  on  May  13,  2015.  The  initiative  petition  has 
been  labeled  by  the  Secretary  of  State  as  2016-058. 

The  initiative  petition  would  prohibit  the  state,  counties  and  other  political 
subdivisions  from  imposing  a sales  or  use  tax  on  any  service  or  activity  that  was  not 
subject  to  a sales  or  use  tax  on  January  1,  2015. 

(1)  Initiative  Petition  2016-058  will  require  a substantial  increase  in  Department 

of  Revenue  lawyer  FTEs 

The  Initiative  Petition  will  increase  costs  to  the  state  due  to  increased  litigation  as 
a result  of  the  proposed  measure.  The  largest  component  of  “litigation  costs”  is  the 
personnel  costs.  The  Department  of  Revenue  currently  employs  a small  army  of  lawyers. 
In  2014,  the  State  spent  more  than  1.6  million  dollars  of  taxpayer  money  to  fund  the 
salaries  of  the  Department’s  lawyers.  (See  Appendix  A).  Since  2010,  the  Director  of 
Revenue  has  been  a party  to  more  than  fifty  Missouri  Supreme  Court  cases.1 

Whether  or  not  a service  or  activity  is  currently  subject  to  sales  or  use  tax  has  been 
subject  the  focus  of  considerable  litigation,  especially  in  recent  years.  Already  this  year, 
the  Missouri  Supreme  Court  has  decided  Alberici  Constructors,  Inc.  v.  Director  of 
Revenue,  452  S.W.3d  632  (Mo.  banc  2015)  (a  use  tax  case),  Fred  Weber  Inc.  v.  Director 
of  Revenue,  452  S.W.3d  628  (Mo.  banc  2015)  (a  sales  tax  case),  Ben  Hur  Steel  Worx  v. 
Director  of  Revenue,  452  S.W.3d  624  (Mo.  banc  2015)  (a  sales  and  use  tax  case),  Five 

1 See,  generally,  www.courts.mo.gov/casenet. 
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Delta  Alpha,  LLC  v.  Director  of  Revenue , — S.W.3d  — , 2015  WL  777898  (Mo.  banc 
2015)  (a  use  tax  case),  and  Tatson,  LLC  v.  Director  of  Revenue,  456  S.W.3d  43  (Mo. 
banc  2015)  (a  sales  tax  case).  These  cases  account  for  14%  of  the  total  cases  handed 
down  so  far  this  year  by  the  Missouri  Supreme  Court. 

Furthermore,  an  amendment  of  this  type  would  incentivize  parties,  who  previously 
would  have  reached  a settlement  with  the  Department,  to  seek  a legal  determination  that 
their  services  and/or  activities  were  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 
Such  determination  would  essentially  provide  them  with  a perpetual  exemption  from  tax. 

The  increase  in  litigation  will  necessitate  additional  lawyer  FTEs  for  the 
Department  of  Revenue.  These  costs  should  be  included  in  the  Fiscal  Note  Summary.  At 
the  very  least,  the  Fiscal  Note  Summary  should  state  “the  proposal’s  passage  will  likely 
lead  to  increased  litigation-related  costs.”  2 

(2)  Initiative  Petition  2016-058  will  require  a substantial  increase  in  Department 

of  Revenue  non-lawyer  FTEs 

The  initiative  would  also  prohibit  the  state  from  repealing  any  of  the  current 
exemptions  in  Missouri’s  sales  and  use  tax  law.  Thus,  the  initiative  would  require  the 
Department  to  track  current  exemptions.  In  a 2013  audit,  the  Department  of  Revenue 


2 This  language  was  previously  adopted  by  the  Auditor  for  Initiative  Petitions  2016-021  and 
2016-022  (attached  hereto  as  Appendix  B). 
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admitted  it  does  not  currently  track  or  report  exemptions  and  stated  “to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in  FTE[.]” 

(3)  Initiative  Petition  2016-058  will  eliminate  the  revenue  from  the 

Parks  and  Soils  tax 

The  proposed  measure  essentially  prohibits  any  new  sales  or  use  taxes.  The 
existing  Parks  and  Soils  tax  in  Article  IV,  Section  47(a)  of  the  Missouri  Constitution, 
which  imposes  a sales  tax  of  one-tenth  of  one  percent,  expires  in  2016.  Mo.  Const,  art. 
IV,  Section  47(c).  Without  additional  voter  approval,  Sections  47(a),  (b),  and  (c) 
terminate.  As  of  January  1,  2015  there  is  not  a sales  or  use  tax  under  Section  47  of  the 
Missouri  Constitution  on  or  after  2016.  The  initiative  effectively  eliminates  the  Parks 
and  Soils  tax  after  2016.  The  amount  collected  in  FY2014  from  the  state  sales  and  use 
tax  for  Parks  and  Soils  was  $76, 12 1,334.4  That  is  an  increase  over  the  $67.9  million  that 
was  collected  in  FY2010.  The  loss  to  the  state  in  2017  as  a result  of  the  elimination  of 
the  Parks  and  Soils  tax  in  Article  IV,  Section  47  will  he  at  least  $76  million  dollars. 

(4)  Initiative  Petition  2016-058  will  eliminate  the  revenue  from  the  Kansas  City 

transportation  sales  tax 

In  2015,  the  legislature  passed  Senate  Bill  190  (attached  as  Appendix  D)  which 
would  extend  the  Kansas  City  transportation  sales  tax  indefinitely.  However,  the 

3 http://auditor.mo.gov/Repository/Press/2013-015.pdf  (attached  hereto,  without  Appendixes,  as 
Appendix  C). 

4 http://dor.mo.gov/pdf/fmancialstatreportl4.pdf. 
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proposed  measure  prohibits  any  new  sales  or  use  taxes  that  were  not  in  effect  as  of 
January  1,  2015.  As  of  January  1,  2015,  there  was  no  Kansas  City  transportation  sales 
tax  on  or  after  December  31,  2015.  As  such,  the  state  would  be  prohibited  from  imposing 
or  extending  such  tax  as  a result  of  Initiative  Petition  2016-058.  If  the  sales  tax  expires, 
the  result  is  a loss  to  the  City  of  Kansas  City  in  the  amount  of  $36.5  million  dollars 
annually  (Fiscal  Note  for  SB  190  attached  as  Appendix  E). 

(5)  Initiative  Petition  2016-058  will  repeal  any  local  taxes  voted  on  and  approved 

by  the  people  after  January  1,  2015. 

Since  January  1,  2015,  a number  of  local  governments  put  tax  measures  before 
their  voters  for  approval.  Many  passed  by  overwhelming  margins.  Still,  these  taxes 
would  be  repealed  by  the  Initiative  Petition  because  it  prohibits  a local  government  or 
political  subdivision  from  imposing  any  sales  or  use  tax  that  was  not  already  imposed  on 
January  1,  2015.  The  taxes  listed  below  are  a sampling  of  the  taxes  that  were  passed  in 
April  2015  that  would  be  repealed  by  the  Initiative  Petition: 

® Country  Club  Hills  Prop  S - Sales  Tax 
® Crawford  County  Prop  1 - Sales  Tax 

• Crystal  City  Prop  E - Sales  Tax 

• Hazelwood  Prop  P - Sales  Tax 

« Hillsboro,  MO  Fire  Prop  F - Sales  Tax 
o Kirkwood  Prop  1 - Sales  Tax 


Pleasant  Valley  Sales  Tax 
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Rolla  Prop  P - Sales  Tax 


© Sni-Valley  Fire  Prot.  Distr.  Sales  Tax 
® St.  John  Prop  S - Sales  Tax 
® Ste.  Genevieve  Co.  Prop  A - Sales  Tax 
® Valle  Ambulance  Dist.  Prop  Valle  - Sales  Tax 
® Washington  County  Road  & Bridge  Sales  Tax 
The  loss  to  local  governments  as  a result  of  the  repeal  of  these  taxes  would  be  significant 
and  such  costs  should  be  included  in  the  Fiscal  Note  Summary. 

Conclusion 

No  savings  or  reduction  in  costs  to  state  government  can  be  gleaned  in  any  manner 
from  the  proposed  Initiative  Petition.  Additionally,  this  measure  expressly  restricts  the 
ability  of  counties,  cities,  and  other  political  subdivisions  from  imposing  certain  taxes. 
Local  governments  will  see  reduced  revenues  in  the  future  as  a result  of  the  proposed 
measure. 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  the 

state.  The  proposed  measure  will  increase  litigation  related  costs,  eliminate  the  state 

Parks  and  Soils  tax,  and  eliminate  the  Kansas  City  transportation  sales  tax.  Any  estimate 

of  fiscal  impact  of  the  proposed  measure  must  include  these  significant  losses  in  order  to 

adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase  “unknown” 

suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could  be 

positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2) 
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any  savings,  or  (3)  any  increased  revenues,  such  ambiguity  cannot  be  included  in  the 
fiscal  note  summary.  Therefore  use  of  the  word  “unknown,”  unless  it  includes  the  phrase 
“negative  impact,”  is  improper. 
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OPINION  LETTER  NO.  26-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  1 (16-021).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-2015  0031 


www.ago.mo.gov 
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March  12,  2015 


OPINION  LETTER  NO.  27-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  2 (16-022),  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-2015-0032 


www.ago  .mo.  gov 


Thomas  A.  Schweich 

Missouri  State  Auditor 
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Sales  and  Use  Tax 


February  2013 
Report  No.  2013-15 
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APPENDIX  C 


When  consumers  overpay  sales  or  use  taxes,  the  DOR  refunds  the  vendor  the 
overpayment  plus  interest,  but  vendors  are  not  required  to  return  these  funds  to 
the  original  purchaser,  resulting  in  a windfall  for  the  vendor.  The  DOR  has 
previously  agreed  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser,  but,  to  date, 
such  legislation  has  not  been  successful. 

The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from  local 
funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales  and  use 
taxes.  Sales  and  use  tax  refunds,  including  interest,  are  made  from  the  GRF,  and 
adjustments  are  automatically  made  to  reimburse  the  GRF  for  the  principal 
amount  due  from  local  funds.  However,  adjustments  are  not  automatically  made 
to  reimburse  the  GRF  for  the  amount  of  interest  due  from  local  funds.  Although 
the  DOR  has  previously  agreed  that  local  funds  should  pay  their  proportionate 
share  of  this  interest,  the  DOR  has  not  been  able  to  develop  a method  for 
recovering  this  interest  with  the  current  tax  system,  but  according  to  DOR 
personnel  the  new  MIRS  should  not  have  this  limitation. 

Automated  Sales  Suppression  Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation,  transfer. 

Device  or  Possession  °f  an  automated  sales  suppression  device  (a  software  program 

commonly  known  as  a zapper).  Zapper  software  enables  businesses  to  evade  tax 
liability  by  altering  the  electronic  sales  records  in  a cash  register  to  make  it 
appear  that  fewer  transactions  have  occurred.  At  least  10  other  states  have 
passed  or  are  considering  similar  legislation. 


In  tire  areas  audited,  the  overall  performance  of  this  entity  was  Good.* 


American  Recovery  and 
Reinvestment  Act 
(Federal  Stimulus) 


The  Department  of  Revenue  did  not  receive  any  federal  stimulus  monies  for 
sales  and  use  tax  operations  during  the  audited  time  period. 


*The  rating(s)  cover  only  audited  areas  and  do  not  reflect  an  opinion  on  the  overall  operation  of  the  entity.  Within  that  context,  the 

rating  scale  indicates  the  following: 

Excellent:  The  audit  results  indicate  this  entity  is  very  well  managed.  The  report  contains  no  findings.  In  addition,  if 

applicable,  prior  recommendations  have  been  implemented. 

Good:  The  audit  results  indicate  this  entity  is  well  managed.  The  report  contains  few  findings,  and  the  entity  has  indicated 

most  or  all  recommendations  have  already  been,  or  will  be,  implemented.  In  addition,  if  applicable,  many  of  the 
prior  recommendations  have  been  implemented. 

Fair:  The  audit  results  indicate  this  entity  needs  to  improve  operations  in  several  areas.  The  report  contains  several 

findings,  or  one  or  more  findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated 
several  recommendations  will  not  be  implemented.  In  addition,  if  applicable,  several  prior  recommendations  have 
not  been  implemented. 

Poor:  The  audit  results  indicate  this  entity  needs  to  significantly  improve  operations.  The  report  contains  numerous 

findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated  most  recommendations  will 
not  be  implemented.  In  addition,  if  applicable,  most  prior  recommendations  have  not  been  implemented. 


All  reports  are  available  on  our  website:  http://auditor.mo.gov 
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Thomas  A.  Schweich 

Missouri  State  Auditor 


Honorable  Jeremiah  W.  (Jay)  Nixon,  Governor 
and 

Brian  K.  Long,  Director 
Department  of  Revenue 
Jefferson  City,  Missouri 

We  have  audited  certain  operations  of  the  Department  of  Revenue,  sales  and  use  tax  collections,  as 
required  by  Sections  32.087  and  67.525,  RSMo.  The  scope  of  our  audit  included,  but  was  not  necessarily 
limited  to,  the  years  ended  June  30,  201 1,  2010,  and  2009.  The  objectives  of  our  audit  were  to: 

1.  Evaluate  the  department's  internal  controls  over  significant  management  and  financial 
functions. 

2.  Evaluate  the  department's  compliance  with  certain  legal  provisions. 

3.  Evaluate  the  economy  and  efficiency  of  certain  management  practices  and  operations, 
including  certain  financial  transactions. 

Our  methodology  included  reviewing  written  policies  and  procedures,  financial  records,  and  other 
pertinent  documents;  interviewing  various  personnel  of  the  department;  analysis  of  comparative  data 
obtained  from  internal  sources;  and  testing  selected  transactions.  We  obtained  an  understanding  of 
internal  controls  that  are  significant  within  the  context  of  the  audit  objectives  and  assessed  whether  such 
controls  have  been  properly  designed  and  placed  in  operation.  We  tested  certain  of  those  controls  to 
obtain  evidence  regarding  the  effectiveness  of  their  design  and  operation.  We  also  obtained  an 
understanding  of  legal  provisions  that  are  significant  within  the  context  of  the  audit  objectives,  and  we 
assessed  the  risk  that  illegal  acts,  including  fraud,  and  violations  of  contract  or  other  legal  provisions 
could  occur.  Based  on  that  risk  assessment,  we  designed  and  performed  procedures  to  provide  reasonable 
assurance  of  detecting  instances  of  noncompliance  significant  to  those  provisions. 

We  conducted  our  audit  in  accordance  with  the  standards  applicable  to  performance  audits  contained  in 
Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards 
require  that  we  plan  and  perform  our  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  We  believe  that  the 
evidence  obtained  provides  such  a basis. 

The  accompanying  Organization  and  Statistical  Information  is  presented  for  informational  purposes.  This 
information  was  obtained  from  the  department's  management  and  was  not  subjected  to  the  procedures 
applied  in  our  audit  of  the  department. 
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For  the  areas  audited,  we  identified  (1)  a deficiency  in  internal  controls,  (2)  no  significant  noncompliance 
with  legal  provision,  and  (3)  the  need  for  improvement  in  management  practices  and  procedures.  The 
accompanying  Management  Advisoiy  Report  presents  our  findings  arising  from  our  audit  of  the 
Department  of  Revenue,  sales  and  use  tax  collections. 


/(J 


Thomas  A.  Schweich 
State  Auditor 


The  following  auditors  participated  in  the  preparation  of  this  report: 


Deputy  State  Auditor: 
Director  of  Audits: 
Audit  Manager: 
In-Charge  Auditor: 
Audit  Staff: 


Harry  J.  Otto,  CPA 
John  Luetkemeyer,  CPA 
Toni  Crabtree,  CPA 
Robyn  Vogt,  M.Acct.,  CPA 
Corey  McComas,  M.Acct.,  CPA 
Aaron  D.  Allen 
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Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Findings 

Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by 
the  general  public,  require  extensive  taxpayer  record  keeping,  are  generally 
not  complied  with,  and  are  difficult  to  enforce  and  administer.  This  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  on  the 
economy  of  Missouri;  the  report  simply  notes  the  unworkable  structure  in 
place  now. 

Background  information  state  law  imposes  an  individual  consumer  use  tax  on  the  storage,  use,  or 

consumption  of  tangible  personal  property  in  Missouri.  The  consumer  use 
tax  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller  or  the 
property  is  tax  exempt.  Also,  use  tax  should  be  paid  on  purchases  from  a 
seller  which  is  not  engaged  in  business.  A purchaser  is  required  to  file  an 
annual  use  tax  return  with  the  Department  of  Revenue  (DOR)  if  the 
cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  use  tax  is  computed  on  the  purchase  price  of  all  goods  once  purchases 
exceed  $2,000.  Consumer  use  tax  information  and  requirements  are  posted 
on  the  DOR  website. 

The  type  of  purchases  subject  to  use  tax  include,  but  are  not  limited  to,  1) 
catalog  purchases,  2)  magazine  subscriptions,  3)  cross-border  purchases  of 
goods,  4)  TV  marketing  purchases,  5)  computer  software  and  hardware,  6) 
mail-order  supply  purchases,  7)  furniture  and  equipment  purchases  from 
out-of-state  sellers,  8)  purchases  of  goods  over  the  Internet  (e-commerce) 
and  by  phone,  and  9)  purchases  of  goods  from  outside  the  United  States. 
Currently,  state  law  requires  local  businesses  to  collect  sales  tax,  even  if 
they  have  an  online  business,  because  these  businesses  have  a physical 
presence  (nexus)  in  the  state.  However,  under  a 1992  U.S.  Supreme  Court 
ruling1,  states  cannot  require  companies  that  do  not  have  nexus  to  collect 
state  and  local  sales  taxes.  As  a result,  Missouri  cannot  require  businesses 
without  nexus  to  collect  sales  tax  on  goods  sold  to  Missouri  residents. 
Federal  legislation  has  been  proposed  that  would  enable  states  to  require 
online  retailers  to  collect  and  remit  sales  taxes,  while  also  providing 
businesses  with  an  effective  means  to  comply.  Such  legislation  includes  the 
Marketplace  Fairness  Act,  the  Main  Street  Fairness  Act,  and  the 
Marketplace  Equity  Act. 

With  the  increasing  popularity  and  usage  of  the  Internet,  e-commerce  sales 
have  grown  significantly  over  recent  years.  University  studies2  have 


1.  Individual 

Consumer  Use  Tax 
and  Internet  Sales 


1 Quill  orp  v.  North  Dakota,  504  U.S. 298  (1992) 

2 Bruce,  Donald,  William  F.  Fox,  LeAnn  Luna,  "State  and  Local  Government  Sales  Tax 
Revenue  Losses  from  Electronic  Commerce,"  University  of  Tennessee,  Center  for  Business 
and  Economic  Research,  <http://cber.bus.utk.edu/ecomm.htm>,  accessed  on  April  27,2012; 
and  Huanfm  Ting,  John  Kosash  and  Andrew  Wesemann  (2012).  "Internet  Sales  and  Use  Tax 
Issues  in  Missouri"  Report  01-2012,  University  of  Missouri  Columbia,  Institute  of  Public 
Policy,  <http://ipp.missouri.edu/Publications/306>,  accessed  on  June  5, 2012. 
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forms 
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estimated  that  Missouri  state  and  local  governments  have  lost  and  will 
continue  to  lose  sales/use  tax  revenue  of  between  $358  million  and  $474 
million  annually  by  not  collecting  taxes  on  these  sales.  Both  studies  also 
noted  that  local  vendors  face  a competitive  disadvantage  because  consumers 
that  make  purchases  online  avoid  paying  sales/use  taxes.  However,  it  is 
possible  that  if  taxes  were  collected  on  e-commerce  sales,  consumer 
purchasing  habits  could  change  resulting  in  less  revenue  for  the  state  than 
forecasted.  The  issues  of  revenue,  consumer  spending  habits,  and  the 
economic  effect  of  increased  taxation  are  beyond  the  scope  of  this  report. 

The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  governments,  and  businesses  to 
simplify  sales  and  use  tax  collection  and  administration  by  retailers  and 
states.  The  Agreement  aims  to  minimize  costs  and  administrative  burdens 
on  retailers  that  collect  sales  tax,  while  also  encouraging  out-of-state  sellers 
to  collect  tax  on  sales  to  customers  in  the  Streamlined  states.  Forty-four 
states,  including  Missouri,  signed  the  Agreement,  originally  adopted  in 
November  2002,  and  24  of  these  states  have  passed  legislation  to  conform  to 
the  Agreement.  Legislation  was  introduced  in  Missouri  during  the  2012 
legislative  session  and  in  prior  years  to  implement  the  provisions  of  the 
Agreement;  however,  such  legislation  has  not  passed.  Participation  in  the 
Agreement  is  voluntary  for  businesses  and  consumers;  therefore,  Missouri 
cannot  require  out-of-state  sellers  without  nexus  to  collect  sales  taxes  on 
purchases  made  by  Missouri  residents.  However,  according  to  the 
University  of  Missouri  report,  each  state  that  has  entered  into  the  Agreement 
collected,  on  average,  an  additional  $30.7  million,  in  total,  in  e-commerce 
tax  revenue  between  2005  to  2010. 

Some  states  (such  as  Washington,  North  Dakota,  New  York,  Kansas,  and 
Kentucky)  have  entered  into  agreements  with  large  Internet  sellers,  to 
collect  and  remit  state  and  local  sales  taxes.  Large  Internet  sellers  have  also 
negotiated  deals  with  other  states  to  collect  sales  tax  in  the  future.  In  other 
instances,  Internet  sellers  have  agreed  to  disclose  sales  and  use  tax 
requirements  on  their  Internet  sites  for  certain  states.  Such  disclosures 
inform  customers  that  many  states  require  purchasers  to  file  a sales  or  use 
tax  return  reporting  all  taxable  purchases  that  were  not  taxed  and  to  pay  tax 
on  those  purchases,  and  may  include  a link  to  that  state's  website. 

The  DOR  does  not  include  a specific  line  that  requires  state  individual 
income  taxpayers  to  state  whether  they  made  purchases  exceeding  $2,000 
for  which  sales  or  use  tax  was  not  paid.  As  a result,  most  taxpayers  are  not 
likely  aware  of  the  consumer  use  tax  requirements  as  evidenced  by  the  small 
amount  of  consumer  use  tax  collections. 
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According  to  DOR  records,  the  following  consumer  use  tax  was  paid: 


Tax  Year 

2011(1) 

2010 

2009 

2008 

Number  of  individual 

tax  returns 

2,917,023 

2,876,787 

3,019,358 

3,080,945 

Number  of  use  tax 

returns 

168 

190 

125 

96 

Use  tax  paid 

$205,087 

301,474 

110,784 

40,714 

(1)  Tax  year  2011  information  through  August,  2012. 

If  the  state  continues  to  impose  the  individual  consumer  use  tax,  there  are 
additional  enforcement  procedures  the  DOR  should  consider.  Our  review  of 
other  states'  procedures  noted  some  states  include  a specific  line  on  its 
individual  income  tax  return  to  report  purchases  made  for  which  sales  or  use 
tax  was  not  paid.  In  addition,  to  reduce  taxpayer  recordkeeping  burden, 
some  states  provide  an  optional  use  tax  reporting  table  which  bases  the 
consumer's  use  tax  liability  on  a percentage  of  adjusted  gross  income  rather 
than  actual  purchases. 

To  increase  taxpayer  compliance  with  existing  individual  consumer  use  tax 
laws,  the  DOR  should  consider  revising  individual  income  tax  forms  to 
include  a specific  line  regarding  purchases  made  for  which  sales  or  use  tax 
was  not  paid,  and  an  optional  use  tax  reporting  table  which  bases  consumer 
use  tax  liability  on  a percentage  of  adjusted  gross  income  rather  than  actual 
purchases. 

The  DOR  revise  the  individual  income  tax  forms  to  increase  taxpayer 
compliance  with  existing  individual  consumer  use  tax  laws. 

The  Department  supports  the  collection  of  all  taxes  due  the  state  of 
Missouri,  including  use  taxes.  However,  adding  a line  on  the  return  may  not 
have  much  impact  on  use  tax  collections,  but  it  would  delay  the  availability 
of  general  revenue  funds.  This  delay  could  be  substantial  in  the  April-May 
time  frame  when  the  majority  of  individual  income  tax  revenues  are 
received. 

Individual  income  tax  revenues  are  all  general  revenue  funds  and  currently 
are  deposited  very  quickly,  usually  the  same  or  next  day  even  during  the 
April-May  timeframe.  If  those  funds  were  combined  with  use  lax  funds,  all 
money  would  need  to  be  deposited  in  a suspense  account  until  the  return  is 
processed  and  the  appropriate  local  and  state  fund  distribution  can  be 
determined.  This  could  delay  availability  of  the  funds  by  as  much  as  six 
weeks.  The  Department  will  continue  to  explore  other  ways  to  encourage 
compliance  with  use  tax  laws  that  do  not  negatively  affect  the  timely 
transfer  of  funds  to  the  general  revenue  fund. 
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We  do  not  agree  with  the  Department's  contention  that  enforcing  existing 
consumer  use  tax  law  would  need  to  unnecessarily  delay  the  availability  of 
general  revenue  funds.  The  DOR  could  place  only  the  consumer  use  tax 
portion  in  the  suspense  account  thereby  eliminating  any  need  to  delay  the 
availability  of  general  revenue  funds. 


The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions  or  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  Under 
Missouri  law,  vendors  are  not  required  to  return  sales  and  use  tax  refunds  to 
the  original  purchaser  when  applicable,  and  local  funds  are  not  paying  their 
proportionate  share  of  interest  paid  on  refunds  of  sales  and  use  taxes. 

These  issues  are  ongoing  concerns  and  have  been  reported  in  prior  audit 
reports. 

The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions.  As  a result,  the  cost  in  terms  of  reduced  state  revenue 
for  each  exemption  cannot  be  determined. 

According  to  DOR  records,  there  are  currently  150  sales  and  use  tax 
exemptions  provided  by  state  law.  The  DOR  only  tracks  exemptions  related 
to  the  3 percent  reduction  on  food  sales,  textbook  sales,  and  manufacturing 
sales. 

Vendors  remit  monthly,  quarterly,  or  annual  sales  and  use  tax  returns  to  the 
DOR.  The  returns  include  gross  sales  receipts,  adjustments  to  gross  sales 
receipts,  and  taxable  sales.  The  adjustment  amounts  include,  but  are  not 
limited  to,  exempt  sales  for  the  period  of  the  sales  tax  return  (file  period), 
and  corrections  of  errors  from  previous  file  periods. 

DOR  records  indicate  adjustments  to  gross  sales  receipts  totaled  over  $154 
billion,  $144  billion,  and  $147  billion  in  fiscal  years  2011,  2010,  and  2009, 
respectively.  Detailed  information  of  what  is  included  in  the  adjustments 
total  is  not  required  to  be  provided  on  returns,  and  according  to  DOR 
personnel,  only  taxable  sales  are  reported  on  some  returns,  with  the  gross 
sales  receipts  or  adjustment  amounts  not  included. 

Although  the  DOR  has  previously  agreed  that  tracking  exemptions  is  a 
laudable  goal,  the  DOR  believes  the  recommendation  increases  the  burden 
of  reporting  on  taxpayers  (vendor)  and  is  contraiy  to  the  provision  which 
requires  simplified  returns  in  the  Streamlined  Sales  and  Use  Tax 
Agreement,  (see  MAR  finding  number  1).  The  DOR  has  indicated  that  when 
Missouri  comes  into  substantial  conformity  with  the  Agreement,  the  DOR 
will  require  filers  to  submit  a report  of  consolidated  exempt  sales  by 
exemption  type  in  accordance  with  the  Agreement.  However,  as  previously 
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noted,  legislation  is  required  to  put  the  state  into  conformity  with  the 
Agreement  and  Missouri  has  yet  to  pass  such  legislation. 

The  DOR  has  also  indicated  the  current  sales  tax  system  would  require 
significant  reprogramming,  and  might  not  have  the  capacity  to  handle  the 
additional  information  from  tracking  and  reporting  exemptions.  In  Februaiy 
2012,  the  DOR  and  the  Office  of  Administration  awarded  a contract  for  a 
new  Missouri  Integrated  Revenue  System  (MIRS).  According  to  DOR 
personnel,  although  the  new  system  is  currently  in  the  developmental  stages, 
it  should  not  have  similar  limitations. 

The  DOR  does  not  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  This 
discount  was  established  for  businesses  to  recover  a portion  of  their  costs 
for  compliance  with  state  sales  tax  laws.  However,  the  state  is  foregoing  a 
significant  amount  of  sales  taxes  revenue  because  there  is  not  a cap  on  the 
amount  of  timely  discounts  taken  by  large  vendors. 

Approximately  $102  million,  $94  million,  and  $95  million  in  state  and  local 
sales  tax  revenues  were  collected  from  purchasers  but  retained  as  timely 
discounts  by  businesses  remitting  sales  and  use  taxes  in  fiscal  years  2011, 
2010,  and  2009,  respectively. 

Section  144.710,  RSMo,  allows  businesses  remitting  sales  and  use  taxes  to 
retain  2 percent  of  taxes  payable  to  the  DOR  if  the  business  remits  payments 
in  a timely  manner.  These  discounts  reduce  the  amount  of  sales  and  use 
taxes  received  by  the  state  and  local  governments.  According  to  a 
November  2008  report3,  46  states  (including  the  District  of  Columbia) 
impose  state  sales  taxes,  26  states  allow  businesses  a discount  and/or 
compensation  for  recording  and  remitting  sales  tax  collections,  and  13 
states,  including  Missouri,  have  not  established  a ceiling  to  limit  amount  of 
taxes  businesses  can  retain.  Of  the  eight  states  contiguous  to  Missouri,  three 
(Iowa,  Kansas  and  Tennessee)  do  not  allow  businesses  to  retain  any 
compensation,  and  four  (Arkansas,  Kentucky,  Nebraska,  and  Oklahoma) 
have  established  ceilings  to  limit  the  amount  of  discount  and/or 
compensation  retained  by  businesses. 

Sales  and  use  tax  revenues  are  used  to  fund  significant  portions  of  state  and 
local  government  budgets.  For  example,  in  fiscal  year  2011,  sales  and  use 
taxes  comprise  approximately  25  percent  of  the  state's  general  revenue.  The 
General  Assembly  needs  timely  and  accurate  information  regarding 
reductions  to  sales  and  use  tax  revenues  resulting  from  timely  discounts  to 
make  informed  financial  decisions. 


q 

Skimming  the  Sales  Tax,  Good  Jobs  First,  November  2008. 

8 


2.3  Refunds 


Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Finding 


The  DOR  previously  indicated  they  provided  the  timely  discount 
information  when  requested,  and  is  willing  and  able  to  do  so. 

State  law  does  not  require  vendors  to  return  sales  and  use  tax  refunds  and 
related  interest  to  the  original  purchaser  when  applicable,  resulting  in  a 
windfall  for  the  vendor.  In  addition,  in  many  instances,  the  vendor  may  not 
even  be  able  to  identify  the  original  purchasers  to  whom  the  refunds  are  due, 
further  increasing  the  likelihood  of  a windfall.  The  DOR  distributed  sales 
and  use  tax  refunds,  including  interest,  of  approximately  $50  million,  $60 
million,  and  $71  million  during  fiscal  years  2011,  2010,  and  2009, 
respectively. 

Vendors  collect  sales  and  use  taxes  from  their  customers  and  remit  the  taxes 
to  the  DOR.  Section  144.190,  RSMo,  authorizes  the  DOR  to  issue  sales  and 
use  tax  refunds  due  to  an  overpayment  of  sales  or  use  taxes.  For  some 
refunds  the  vendor  is  the  original  purchaser  and  some  refunds  are  the  result 
of  taxpayer  errors,  incorrect  quarter-monthly  filer  estimates,  or  other 
circumstances  in  which  sales  and  use  taxes  were  not  collected  from  a 
purchaser,  and  as  a result,  should  be  retained  by  the  vendor.  However,  in 
many  cases,  the  refund  is  the  result  of  an  over  collection  of  sales  tax  by  the 
vendor  and  the  refund  is  due  back  to  the  original  purchaser. 

Section  144.190.6,  RSMo,  provides,  "...  if  a person  legally  obligated  to 
remit  the  tax  levied  pursuant  to  sections  144.010  to  144.525  has  received  a 
refund  of  such  taxes  for  a specific  issue  and  submits  a subsequent  claim  for 
refund  of  such  taxes  on  the  same  issue  for  a tax  period  beginning  on  or  after 
the  date  the  original  refund  check  issued  to  such  person,  no  refund  shall  be 
allowed  . . . . " This  section  further  provides  situations  in  which  this  section 
shall  not  apply  and  a refund  shall  be  allowed.  These  include  the  receipt  of 
additional  information  or  an  exemption  certificate  from  the  purchaser  of  the 
item  at  issue,  a decision  of  a court  of  competent  jurisdiction  or  the 
Administrative  Hearing  Commission,  or  changes  in  regulations  or  policy  by 
the  DOR.  However,  Section  144.190.6,  RSMo,  does  not  provide  that 
refunds  must  be  returned  to  the  original  purchaser.  In  addition,  it  appears 
that  a vendor  may  not  be  able  to  identify  the  original  purchaser  in  some 
cases,  such  as  cash  transactions  or  other  point  of  sale  settings  where 
purchaser  name  or  contact  information  is  not  captured.  In  these  situations, 
the  vendor  would  be  unable  to  forward  the  refund  to  the  original  purchaser 
and  would  receive  the  windfall  refund. 

The  DOR  has  previously  agreed  to  support  legislation  that  would  require 
sales  and  use  tax  refunds  and  related  interest  to  be  returned  to  the  original 
purchaser.  However,  to  date,  such  legislation  has  not  been  successful.  The 
legislation  should  also  address  how  the  refund  should  be  handled  when  the 
original  purchasers  cannot  be  identified. 
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The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from 
local  funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales 
and  use  taxes. 

Based  on  the  percentage  of  distributions  to  local  funds  to  total  distributions 
to  state  and  local  funds  (exclusive  of  the  GRF),  interest  payments  of 
approximately  $383,000,  $1,723,000,  $2,133,000  should  have  been 
allocated  to  local  funds  during  fiscal  years  2011,  2010,  2009,  respectively, 
and  is  due  to  the  GRF  from  local  funds. 

Sales  and  use  tax  refunds  are  issued  from  the  GRF.  To  reimburse  the  GRF, 
adjustments  are  automatically  made  in  the  DOR  tax  system  for  the  principal 
and  interest  amount  of  the  refunds  due  from  other  state  funds  and  the 
principal  amount  of  the  refunds  due  from  local  funds.  However,  adjustments 
are  not  automatically  made  to  local  funds  for  the  interest  paid  on  sales  tax 
refunds. 

Although  the  DOR  has  previously  agreed  that  local  funds  should  pay  their 
proportionate  share  of  interest  paid  on  refunds,  the  DOR  has  been  unable  to 
develop  any  alternatives  for  recovering  interest  from  local  governments 
without  the  acquisition  of  a new  tax  system.  As  noted  above,  a new  MIRS  is 
currently  being  developed,  and  according  to  DOR  personnel,  the  limitations 
of  the  current  tax  system  should  not  be  an  issue  with  the  new  system. 

The  DOR: 

2.1&2  Ensure  the  tracking  and  reporting  of  exemptions  and  the  timely 
discount  is  a component  of  the  new  MIRS,  so  that  the  reductions  of 
state  revenue  related  to  each  exemption  and  the  timely  discount  can 
be  determined  and  reported  to  the  General  Assembly. 

2.3  Continue  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser. 
Such  legislation  should  also  address  whether  a refund  should  be 
made  when  the  original  purchaser  is  not  known. 

2.4  Ensure  the  new  MIRS  has  the  capability  to  calculate  the 
reimbursement  to  the  GRF  for  local  funds'  proportionate  share  of 
interest  paid  on  sales  and  use  tax  refunds. 

2.1&2  Tracldng  and  reporting  exemptions  is  an  appropriate  goal 
Reporting  exemptions  would  substantially  increase  the  burden  on 
businesses.  Also,  based  on  prior  attempts  to  track  limited 
exemptions,  the  data  collected  is  likely  to  be  highly  inaccurate  due 
to  businesses  errors  in  reporting.  In  addition,  to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in 
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FTE,  which  the  current  budget  does  not  support.  The  Department  is 
in  the  process  of  implementing  an  integrated  revenue  system  that 
may  be  able  to  track  at  least  some  exemptions,  but  tracking  and 
reporting  the  data  will  still  be  a significant  burden  on  businesses 
and  the  data  collected  will  still  be  likely  to  be  inaccurate. 

The  Department  has  provided  information  regarding  the  timely 
filing  discount  when  requested  by  elected  officials  from  time-to- 
time,  but  has  not  been  requested  to  report  this  information  on  a 
regular  basis.  The  Department  is  willing  and  able  to  do  so. 

2.3  The  Department  reviews  and  makes  recommendations  with  respect 
to  existing  laws  and  proposed  legislation  every  year.  The 
Department  will  review  this  issue  and  support  appropriate 
legislation. 

2.4  This  is  a requirement  in  the  request  for  proposal  and  is  scheduled  to 
be  implemented  when  the  sales  and  use  tax  portion  of  the  system  is 
implemented  in  2016. 


3. 


Automated  Sales 
Suppression  Device 


Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation, 
transfer,  or  possession  of  an  automated  sales  suppression  device.  This 
device  gives  retailers  the  ability  to  hide  the  amount  of  cash  transactions,  and 
thus,  evade  paying  sales  taxes  on  cash  transactions. 


An  automated  sales  tax  device,  commonly  known  as  a zapper,  is  a software 
program  that  falsifies  the  electronic  records  of  point  of  sale  (POS)  systems 
for  the  purpose  of  tax  evasion.  Most  often,  transactions  in  stores  and 
restaurants  are  recorded  by  a POS  system,  rather  than  a mechanical  cash 
register.  The  POS  system  records  are  generally  not  alterable  by  the  operator 
and  are  used  as  the  basis  of  tax  assessments  and  audits  by  tax  authorities.  To 
hide  the  removal  of  cash,  a zapper  often  runs  imtraceably  from  a USB  flash 
drive  and  alters  the  electronic  sales  records  in  a cash  register.  This  makes  it 
appear  that  fewer  transactions  occurred  than  was  actually  the  case.  The  use 
of  zapper  software  reduces  the  tax  liability  of  the  business. 

Due  to  concerns  about  the  potential  of  sales  tax  zappers  to  reduce  state  and 
local  government  revenues,  some  states  are  enacting  legislation  to  address 
this  type  of  fraud.  According  to  a recent  study4,  Georgia,  Maine,  Utah,  and 
West  Virginia,  have  passed  legislation  to  subject  the  technology  (automated 
sales  suppression  device)  that  facilitates  the  fraud  to  enforcement  measures. 


4 Robert  T.  Ainsworth,  "An  American  Look  at  Zappers",  Boston  University  School  of  Law 
Working  Paper  No.  12-14, 

<http:www.bu.edu/law/facuity/scholarship/workpapers/2012.htmW>,  accessed  on  October 
17,2012. 
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Other  states,  such  as  Florida,  Indiana,  Michigan,  New  York,  Oklahoma,  and 
Tennessee  have  similar  legislation  pending. 

According  to  DOR  management,  the  DOR  is  familiar  with  zapper 
technology  and  has  taken  steps  to  monitor  for  the  use  of  zappers.  However, 
the  DOR  has  not  identified  any  business  using  zappers,  and  is  not  aware  of 
pending  legislation  to  address  zapper  technology. 

The  DOR  work  with  the  General  Assembly  on  legislation  to  address  the 
possession  and  use  of  automated  sales  suppression  devices  by  businesses. 

The  Department  reviews  and  makes  recommendations  with  respect  to 
existing  laws  and  proposed  legislation  every  year.  The  Department  will 
review  this  issue  and  support  appropriate  legislation. 
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The  Department  of  Revenue  (DOR)  was  created  by  Article  IV,  Section  12, 
Missouri  Constitution  as  the  central  collection  agency  for  state  revenues. 
The  Director  of  Revenue  is  appointed  by  the  Governor,  with  the  advice  and 
consent  of  the  Senate,  and  is  responsible  for  all  operations  and  policies. 
DOR  responsibilities  include: 

1)  Administering  and  collecting  state  taxes  and  fees,  including  sales 
and  use  tax,  motor  vehicle  sales  tax,  and  highway  use  tax. 

2)  Collecting  certain  taxes  and  fees  for  local  governments,  including 
local  sales  and  use  tax. 

3)  Titling  and  licensing  motor  vehicles,  trailers,  and  boats. 

4)  Licensing  motor  vehicle  operators. 

The  DOR  consists  of  four  divisions  and  the  Director's  office. 

Motor  Vehicle  and  Driver  Licensing  Division:  This  division  consists  of 
three  bureaus.  1)  The  Motor  Vehicle  Bureau  issues  titles  and  registers  motor 
vehicles,  trailers,  all-terrain  vehicles,  manufactured  homes,  and  marine  craft. 
In  addition,  the  bureau  issues  registration  certificates  to  motor  vehicle  and 
salvage  dealers  and  leasing  companies.  2)  The  Driver  Licensing  Bureau 
issues,  renews,  suspends,  revokes,  and  reinstates  driver  and  nondriver 
licenses  and  driving  permits.  The  bureau  also  processes  and  maintains 
records  regarding  license  issuance,  traffic  violation  point  assessments,  and 
failure  to  appear  in  court  for  traffic  violations,  and  administers  the  alcohol 
and  abuse  laws  for  alcohol/drug  offenders.  3)  The  License  Offices  Bureau 
manages  the  operations  of  the  contract  license  offices  throughout  the  state. 
These  local  offices  provide  driver  licensing  and  motor  vehicle  services.  This 
division  collects  motor  vehicles  sales  and  use  taxes. 

Taxation  Division:  This  division  consists  of  four  bureaus  which  collect 
taxes  and  administer  state  tax  law.  1)  The  Business  Tax  Bureau  administers 
sales  and  use,  financial  institutions,  insurance  premiums,  franchise,  cigarette 
and  other  tobacco  products,  motor  fuel,  corporate  income,  withholding,  and 
county  taxes  and  fees.  2)  The  Personal  Tax  Bureau  administers  individual 
income,  partnership,  fiduciary,  and  estate  taxes,  plus  the  property  tax  credit 
and  homestead  preservation  tax  credit.  3)  The  Collections  and  Tax 
Assistance  Bureau  provides  tax  assistance  to  individuals  and  businesses  and 
handles  unpaid  tax  liabilities.  4)  The  Field  Compliance  Bureau  audits 
businesses  both  in-state  and  out-of-state  to  ensure  compliance  with  the 
state's  tax  laws. 

Administration  Division:  This  division  consists  of  two  bureaus.  1)  Personnel 
Services  Bureau  is  responsible  for  the  DOR  personnel  matters,  policies  and 
procedures,  training,  and  written  communications.  2)  The  Financial  and 
General  Services  Bureau  is  responsible  for  accounting,  procurement, 
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banicing,  and  general  services  such  as  telecommunications,  safety  issues, 
and  maintenance. 

Legal  Services  Division:  This  division  ensures  DOR  compliance  with  law 
and  internal  policies.  The  General  Counsel's  Office  advises  the  director  and 
divisions  on  legal  matters  and  represents  the  DOR  in  court.  The  Criminal 
Tax  Investigation  Bureau  investigates  and  develops  information  for  local 
prosecution  of  individuals  and  businesses  suspected  of  violating  laws  the 
DOR  administers.  The  Compliance  and  Investigation  Bureau  investigates 
illegal  motor  vehicle  titling  and  registration,  odometer  fraud,  and  tax  fraud 
involving  motor  fuel  sales  tax.  The  bureau  also  reviews  and  evaluates  the 
DOR  administrative,  operations,  and  internal  accounting  controls  and 
contract  license  offices. 

Director's  Office:  This  office  includes  the  Director,  Deputy  Director  and  key 
administrative  staff.  The  Director  of  Communications  works  with  the  news 
media  and  acts  as  the  DOR  spokesperson.  The  legislative  liaison  manages 
the  DOR  relationship  with  the  General  Assembly  and  other  governmental 
branches.  This  office  also  develops  fiscal  and  revenue  estimates  on 
proposed  legislation. 

The  Directors  of  Revenue  from  July  2008  to  November  2012  include: 

Omar  D.  Davis,  December  2007  to  January  2009 
Karen  King  Mitchell,  Januaty  2009  to  July  2009 

AlanaM.  Barragan-Scott,  (Acting)  July  2009  to  November  2012  (officially 
appointed  Director  in  October  2009) 

In  December  2012,  Brian  K.  Long  was  appointed  Director. 

The  DOR  did  not  receive  any  federal  stimulus  monies  for  sales  and  use  tax 
operations  during  the  3 years  ended  June  30,  2011. 


FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  BILL  NO.  190 

98TH  GENERAL  ASSEMBLY 
2015 

0S05S.02T 

AN  ACT 

To  repeal  section  92,402,  RSMo,  and  to  enact  in  lieu  thereof  one  new  section  relating 
to  public  mass  transportation  sales  taxes. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Missouri,  as  follows: 

Section  A.  Section  92.402,  RSMo,  is  repealed  and  one  new  section  enacted 
2 in  lieu  thereof,  to  be  known  as  section  92.402,  to  read  as  follows: 

92.402.  1.  Any  city  may,  by  a majority  vote  of  its  council  or  governing 

2 body,  impose  a sales  tax  for  the  benefit  of  the  public  mass  transportation  system 

3 operating  within  such  city  as  provided  in  sections  92.400  to  92.421. 

4 2.  The  sales  tax  may  be  imposed  at  a rate  not  to  exceed  one-half  of  one 

5 percent  on  the  receipts  from  the  sale  at  retail  of  all  tangible  personal  property  or 

6 taxable  services  at  retail  within  any  city  adopting  such  tax,  if  such  property  and 

7 services  are  subject  to  taxation  by  the  state  of  Missouri  pursuant  to  the 

8 provisions  of  sections  144.010  to  144.525.  Seven  and  one-half  percent  of  the  sales 

9 tax  shall  be  distributed  to  the  interstate  transportation  authority  pursuant  to  the 

10  provisions  of  section  92.421.  The  [remainder  of  the  tax  in  excess  of  such  seven 

11  and  one-half  percent  shall  expire  on  December  31,  2015,  on  which  date  the] 

12  authority  shall  be  in  full  compliance  with  handicapped  accessibility  pursuant  to 

13  the  terms  of  the  Americans  with  Disabilities  Act. 

14  3.  Within  ten  days  after  the  adoption  of  any  ordinance  imposing  such  a 

15  sales  tax,  the  city  clerk  shall  forward  to  the  director  of  revenue  by  United  States 

16  registered  mail  or  certified  mail  a certified  copy  of  the  ordinance  of  the  council  or 

17  governing  body.  The  ordinance  shall  reflect  the  effective  date  thereof  and  shall 

18  be  accompanied  by  a map  of  the  city  clearly  showing  the  boundaries  thereof. 

EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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19  4.  If  the  boundaries  of  a city  in  which  such  sales  tax  has  been  imposed 

20  shall  thereafter  be  changed  or  altered,  the  city  clerk  shall  forward  to  the  director 

21  of  revenue  by  United  States  registered  mail  or  certified  mail  a certified  copy  of 

22  the  ordinance  adding  or  detaching  territory  from  the  city.  The  ordinance  shall 

23  reflect  the  effective  date  thereof,  and  shall  be  accompanied  by  a map  of  the  city 

24  clearly  showing  the  territory  added  thereto  or  detached  therefrom.  Upon  receipt 

25  of  the  ordinance  and  map,  the  tax  imposed  by  sections  92.400  to  92.421  shall  be 

26  effective  in  the  added  territory  or  abolished  in  the  detached  territory  on  the 

27  effective  date  of  the  change  of  the  city  boundary. 

/ 


EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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L.R.  No.:  0805-04 

Bill  No.:  HCS  for  SCS  for  SB  1 90 

Subject:  Kansas  City;  Taxation  and  Revenue  - Sales  and  Use;  Transportation 

Type:  Original 

Date:  May  1,2015 


Bill  Summary:  This  proposal  would  remove  the  current  expiration  date  for  the  Kansas 

City  transportation  sales  tax  and  would  add  statutory  audit  requirements 
for  transportation  development  districts. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
General  Revenue 

$0 

so 

$0 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  ( ) indicate  costs  or  losses. 
This  fiscal  note  contains  7 pages. 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  All 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

_□  Estimated  Net  Effect  (expenditures  or  reduced  revenues)  expected  to  exceed  $100,000  in  any 
of  the  three  fiscal  years  after  implementation  of  the  act. 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 


FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Local  Government  * 

$0 

$0 

$0 

* Net  of  additional  revenues  and  expenditures. 
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FISCAL  ANALYSIS 


ASSUMPTION 


Section  92,402,  RSMo.  - Kansas  City  Area  Transportation  Sales  Tax: 

This  proposal  would  eliminate  the  expiration  of  a portion  of  the  Kansas  City  Area  Transportation 
Sales  Tax.  (Under  current  law  that  portion  of  the  taxis  scheduled  to  expire  December  31,  2015.) 

Officials  from  the  City  of  Kansas  City  stated  this  proposal  would  maintain  transportation  sales 
tax  revenues  of  $12,166,167  for  January  1,  2016  to  April  30,  2016,  and  $36,500,000  per  year  for 
FY  2017  and  FY  2018. 

Oversight  has  no  independent  information  regarding  transportation  sales  tax  revenues  and  will 
assume  for  fiscal  note  purposes  the  City  of  Kansas  City  response  is  the  best  available  estimate  of 
the  impact  of  this  proposal. 

Oversight  notes  that  current  provisions  would  let  a portion  of  the  sales  tax  expire  on  December 
3 1 , 20 1 5 (FY  201 6)  and  the  proposal  would  extend  the  sales  tax  indefinitely.  If  the  sales  tax 
expired,  the  revenue  reduction  for  the  City  of  Kansas  City  from  January  1,  2016  to  June  30,  2016 
(FY  2016)  would  be  ($36,500,000  x 6/12)  = $1 8,250,000  (disregarding  reporting  and  distribution 
delays),  and  the  fiscal  impact  of  this  proposal  for  FY  2017  and  FY  2018  would  be  $36,500,000 
per  year.  Oversight  will  include  these  amounts  in  this  fiscal  note. 

For  simplicity,  Oversight  will  not  include  any  impact  for  the  Department  of  Revenue's  collection 
costs.  Oversight  will  also  assume  that  all  or  substantially  all  of  the  sales  tax  revenues  would  be 
expended  on  transportation  costs  and  will  so  indicate  in  this  fiscal  note. 

Officials  from  the  Kansas  City  Election  Board  assumed  a previous  version  of  this  proposal 
could  result  in  jurisdiction-wide  election  at  a cost  of  $400,000. 

Oversight  notes  that  current  provisions  regarding  the  KCATA  Sales  Tax  do  not  appear  to 
provide  for  an  election. 

Officials  from  the  Office  of  the  Secretary  of  State,  the  Joint  Committee  on  Administrative 
Rules,  the  Department  of  Revenue,  the  Jackson  County  Election  Board,  and  the  Platte 
County  Board  of  Elections  assumed  a previous  version  of  this  proposal  would  have  no  fiscal 
impact  on  their  organizations. 
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ASSUMPTION  (continued) 

Officials  from  the  Office  of  Administration  - Division  of  Budget  and  Planning  assumed  a 
previous  version  of  this  proposal  would  have  no  fiscal  impact  on  their  organization. 

Not  responding: 

Officials  from  Jackson  County,  Belton,  Excelsior  Springs,  Gladstone,  Grandview,  Harrisonville, 
Independence,  the  Kansas  City  Area  Transit  Authority,  Kearney,  Lees  Summit,  Liberty, 

Peculiar,  Raytown,  Sugar  Creek,  Cass  County  Elections,  Clay  County,  the  Clay  County  Board  of 
Election  Commissioners,  the  Jackson  County  Executive,  and  Platte  County  did  not  respond  to 
our  request  for  fiscal  information. 

Sections  105.145,  238.222,  and  238.272,  RSMo.  - Transportation  Development  Districts: 

Changes  to  these  provisions  would  provide  specific  statutory  audit  requirements  for 
transportation  development  districts. 

Officials  from  the  Office  of  the  State  Auditor  assumed  similar  language  in  HCS  for  HB  477  LR 
1681-03  would  have  no  fiscal  impact  on  their  organization. 

In  response  to  similar  language  in  HCS  for  HB  477  LR  1681-03,  officials  from  the  Department 
of  Revenue  assumed  this  legislation  would  require  the  department  to  create  a form.  DOR 
officials  assumed  the  form  could  be  set  up  in  the  department’s  existing  county  fees  system 
without  any  additional  resources. 

Oversight  notes  the  Office  of  the  State  Auditor  (SAO)  issued  report  No.  2013-065  in  2013 
entitled  Transportation  Development  Districts  regarding  their  financial  statement  reporting 
requirements.  The  report  stated  as  of  December  31,  201 1,  49  districts  (of  the  176  at  the  time) 
filed  financial  statements/audit  reports  late  or  did  not  file  financial  statements  with  the  Office  of 
the  State  Auditor  at  all.  While  a fine  for  late  filing  of  financial  statements  is  provided,  Section 
105.145.8  currently  does  not  establish  the  agency  responsible  for  the  assessment  or  a collection 
mechanism  for  these  fines;  therefore,  no  fine  revenue  has  been  collected  to  date.  The  report  also 
stated,  as  of  February  1,  2013,  the  potential  accumulated  fine  amounts  were  $16,859,000. 
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ASSUMPTION  (continued) 

IT  impact 

DOR  officials  provided  an  estimate  of  the  IT  cost  to  implement  this  proposal  of  $10,449  based 
on  139  hours  of  programming  at  the  current  state  contract  rate  for  IT  services. 

Oversight  assumes  DOR  could  absorb  the  IT  cost  to  implement  this  proposal  with  existing 
resources. 

Oversight  also  notes  this  proposal  would  require  future  fine  revenue  to  be  distributed  to  local 
school  districts  (after  the  Department  of  Revenue  retains  a collection  fee  of  not  more  than  two 
percent)  in  the  same  manner  that  proceeds  for  all  penalties,  forfeitures,  and  fines  collected  for  any 
breach  of  the  penal  law  of  the  state  are  distributed. 

Oversight  assumes  the  $500  fine  is  already  established  in  statutes  and  that  Transportation 
Development  Districts  (currently  195  districts)  would  timely  submit  their  financial  statements. 
Therefore,  Oversight  will  assume  no  additional  fiscal  impact  from  this  proposal. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from 
Department  of  Transportation  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from  the  City  of 
Kansas  City  Public  School  District  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

Bill  as  a whole  response 

Officials  from  the  Platte  County  Board  of  Elections  assume  this  proposal  would  have  no  fiscal 
impact  on  then-  organization. 
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FISCAL  IMPACT  - State  Government  FY2016  FY2017 

(10  Mo.) 

$0  $0 


FISCAL  IMPACT  - Local  Government  FY2016  FY  2017 

(10  Mo.) 


LOCAL  GOVERNMENTS 

Additional  revenue  - City  of  Kansas  City 

Sales  tax  $18,250,000  $36,500,000 

Additional  expenditures  - City  of  Kansas 
City 

Transportation  ($18,250,000)  ($36,500,000) 

ESTIMATED  NET  EFFECT  ON 

LOCAL  GOVERNMENTS  SO  SO 


§0 

FY  2018 

$36,500,000 

($36,500,000) 

$0 
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FISCAL  IMPACT  - Small  Business 


No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a result  of  this  proposal. 
FISCAL  DESCRIPTION 


The  proposed  legislation  would  remove  the  current  expiration  date  for  the  Kansas  City 
transportation  sales  tax  and  would  provide  specific  statutory  requirements  for  audits  of 
transportation  development  districts. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not 
require  additional  capital  improvements  or  rental  space. 

SOURCES  OF  INFORMATION 


Office  of  the  Secretary  of  State 

Joint  Committee  on  Administrative  Rules 

Office  of  Administration 

Division  of  Budget  and  Planning 
Department  of  Revenue 
City  of  Kansas  City 
Platte  County  Board  of  Elections 


Mickey  Wilson,  CPA 

Director 

May  1,  2015 


Ross  Strope 
Assistant  Director 
May  1,  2015 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Missouri  Senate,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Ray  more,  the 
City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  State  Technical  College  of  Missouri,  St.  Louis 
Community  College,  and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

Potential  costs  to  state  and  local  governmental  entities  are  unknown,  but  could  be  significant. 

The  proposal's  passage  would  impact  governmental  entity's  ability  to  revise  their  tax  structures. 

State  and  local  governments  expect  no  savings  from  this  proposal. 


Jamks  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  12,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  C ity,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Justin  Wilson  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-057) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Justin  Wilson  on  May  1 1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


\V£0 


STATE  A 


,UOlTG. 


(YrT'CE 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jeffersi  in  City  65 1 0 1 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 
personally  signed  this  petition,  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  ofjSt,  Louis), 


my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

c n 


■ 


(OFFICIAL  BALLOT  TITLE) 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

|,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


. rti  I « 


-o 

'IE 

CO 
* • 

'.po 

cn. 


>V 

rn 


n 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

stated^  hisoHier  ££  SSZS  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 

state  of  Missouri  and  . County. 

bTE^ue^cVS  ZdtZt  ,Tve  N^eS 

PLEAD  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not_ 

payer — 


(check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Subscribed  and  swom  to  before  me  this day  of. 


_,  A.D. 


Signature  of  Notary 
Address  of  Notary:, 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  III  Section  4 and  Article  III  Section  6 to  be  amended  to  read  as  follows: 

Section  4.  Each  representative  shall  be  [twenty-four]  twenty-one  years  of  age,  and  next  before 
the  day  of  his  election  shall  have  been  a qualified  voter  for  two  years  and  a resident  of  the 
county  or  district  which  he  is  chosen  to  represent  for  one  year,  if  such  county  or  district  shall 
have  been  so  long  established,  and  if  not,  then  of  the  county  or  district  from  which  the  same 
shall  have  been  taken. 


Section  6.  Each  senator  shall  be  [thirty]  twenty-seven  years  of  age,  and  next  before  the  day  of 
his  election  shall  have  been  a qualified  voter  of  the  state  for  three  years  and  a resident  of  the 
district  which  he  is  chosen  to  represent  for  one  year,  if  such  district  shall  have  been  so  long 
established,  and  if  not,  then  of  the  district  or  districts  from  which  the  same  shall  have  been 
taken. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-057) 

Subject 

Initiative  petition  from  Justin  Wilson  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  May  12,  2015) 


Date 


June  1,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 


Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 

Officials  from  the  Office  of  Administration  indicated: 

The  proposal  amends  Article  III,  Section  4 and  Section  6 of  the  Missouri  Constitution  to 
change  the  minimum  age  for  a Representative  from  twenty-four  years  of  age  to  twenty- 
one  years  of  age;  and  to  change  the  minimum  age  for  a Senator  from  thirty  years  of  age  to 
twenty-seven  years  of  age. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  this  does  not  have  a fiscal  impact  on  their 
city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  would  not 
have  a significant  fiscal  impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  and  St.  Louis  Community 
College. 


Fiscal  Note  Summary 

State  and  local  governmental  entities  expect  no  costs  or  savings  from  this  proposal. 
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James  C.  Kirkpatrick 
State.  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


May  12,  2015 


Elections  Division 
(573)751-2301 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jeffrey  Mazur  regarding  a proposed  statutory  amendment  to 

Chapter  208,  version  1 (2016-056) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Jeffrey  Mazur  on  May  1 1, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


m 1 ^ 
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cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city 

of  St.  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF. 
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TO 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

msT. 

36 — M 

■*1  V*  \ -| 

NAME  • — ' 
n (Print^dyir  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERjURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of .,  A.D.  201 . 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


IG>Oc{d 

Statutory  Amendment  to  Chapter  208,  R.S.Mo.,  Version  1 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

A new  section  to  be  known  as  section  208.162,  R.S.Mo.  is  enacted  to  read  as  follows: 

§ 208.162,  R.S.Mo.  Minimum  wages  and  benefits  to  in-home  service  employees  and 
personal  care  attendants 

1 . Effective  January  1 . 2017,  in-home  service  providers  which  receive  payment 
made  on  behalf  of  an  eligible  needy  person  pursuant  to  section  208.1 52,  or  other  state 
statute  providing  for  payments  on  behalf  of  such  persons  as  an  act  of  reimbursement, 
are  required  to  expend  no  less  than  85%  of  the  revenue  generated  by  any  payment  for 
in-home  services  performed  by  an  employee  on  that  employee’s  wages  and  benefits. 

2.  Effective  January  1 , 2017,  vendors  which  receive  payment  made  on  behalf  of  a 
consumer  pursuant  to  the  consumer-directed  services  program,  as  set  forth  in  section 
208.900  through  208.930,  are  required  to  ensure  that  no  less  than  85%  of  the  revenue 
generated  by  any  payment  for  consumer-directed  personal  care  services  performed  by 
a personal  care  attendant  is  used  to  pay  that  attendant’s  wages  and  benefits.  Vendors 
shall  transmit  individual  payments,  in  compliance  with  this  percentage,  to  the  attendant 
on  behalf  of  the  consumer.  This  subsection  does  not  apply  to  personal  care  services 
through  the  Independent  Living  Waiver. 

3.  For  purposes  of  this  section,  “wages  and  benefits"  means  wages,  salaries  and 
time  paid  on  behalf  of  the  worker  (i.e..  vacation,  sick  leave,  holiday,  and  personal 
leave),  the  employer’s  share  of  F1CA  taxes.  Medicare  taxes,  state  and  federal 
unemployment  taxes,  workers’  compensation,  mileage  reimbursement,  health  and 
dental  insurance,  life  insurance,  disability  insurance,  long-term  care  insurance,  uniform 
allowance,  and  contributions  to  employee  retirement  accounts.  Wages  may  be  paid  in 
lieu  of  benefits. 


4.  Nothing  in  this  section  shall  be  deemed  to  interfere  with,  impede,  or  in  any  wav 
diminish  the  right  of  employees  or  personal  care  attendants  to  bargain  collectively 
through  a representative  of  their  own  choosing  in  order  to  establish  wages  and  benefits 
and  other  conditions  in  excess  of,  but  not  less  than,  the  applicable  percentages 
established  bv  this  section.  In  addition,  nothing  in  this  section  permits  an  employee  or 
attendant  to  be  paid  less  than  reouired  by  any  applicable  federal,  state,  or  local 
minimum  wage. 


5.  In-home  service  providers  and  vendors  shall  document  that  they  are  complying 
with  the  percentage  reguired  bv  this  section  by  sending  an  annual  statement  to  the 
Department  of  Social  Services.  Missouri  Medicaid  Audit  and  Compliance  Unit  bv  April 
15  of  each  year,  beginning  April  15.  2018  and  continuing  each  April  1 5 thereafter, 
setting  forth:  (a)  the  amount  of  revenue  generated  bv  payments  for  the  services 
performed  bv  each  employee  or  attendant  in  the  previous  calendar  year,  and  (b)  the 


amount  in  wages  and  benefits  provided  to  or  for  each  employee  or  attendant  in  the 
previous  calendar  year.  The  accuracy  of  the  report  must  be  attested  to  by  an 
authorized  representative  of  the  provider  or  vendor.  For  purposes  of  this 
documentation,  the  provider  and  vendor  shall  identify  each  employee  and  attendant  by 
a unique  identification  number.  The  provider  and  vendor  shall  keep  records  on  the 
name  of  each  employee  and  attendant. 

6.  In-home  service  providers  and  vendors  shall  cooperate  in  any  request  for 
information  or  audit  by  the  State  and  its  departments  and  divisions  relating  to  this 
section.  If  a provider  or  vendor  fails  to  comply  with  the  percentage  required  by  this 
section,  to  cooperate  with  the  State  and  its  departments  and  divisions,  or  to  furnish  the 
documentation  required  by  this  section,  the  State,  including  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Social  Services,  MO  HealthNet  Division,  and 
the  Department  of  Social  Services,  Missouri  Medicaid  Audit  and  Compliance  Unit,  may 
take  appropriate  action,  including  but  not  limited  to  imposition  of  a corrective  action 
plan,  suspension  or  termination  of  contracts,  removal  of  the  provider  or  vendor  from  any 
list  of  providers  or  vendors,  and  disqualification  of  the  provider  or  vendor  from  entering 
into  any  new  contract  for  any  length  of  time.  Persons  who  are  receiving  in-home 
services  or  consumer-directed  services  through  the  provider  or  vendor  will  be  allowed  to 
choose  a different  provider  or  vendor  from  the  list  maintained  by  the  State  which  will 
then  be  immediately  authorized  to  provide  services  to  them. 

7.  The  Department  of  Health  and  Senior  Services,  the  Department  of  Social 
Services,  MO  HealthNet  Division,  and  the  Department  of  Social  Services,  Missouri 
Medicaid  Audit  and  Compliance  Unit  may  issue  rules  under  the  Missouri  Administrative 
Procedures  Act  as  necessary  for  the  purposes  and  policies  of  this  section,  including  but 
not  limited  to  any  form  for  providers  or  vendors  to  use  in  documenting  compliance  with 
this  section.  Any  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  536.010,  that 
is  created  under  the  authority  delegated  in  this  subdivision  shall  become  effective  only  if 
it  complies  with  and  is  subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable, 
section  536.028.  This  section  and  chapter  536  are  nonseverable  and  if  any  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536  to  review,  to  delay 
the  effective  date,  or  to  disapprove  and  annul  a rule  are  subsequently  held 
unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule  proposed  or 
adopted  after  August  28,  2016,  shall  be  invalid  and  void. 

8.  All  the  provisions  of  this  section  are  severable.  If  any  provision,  including  any 
subsection,  subdivision,  paragraph,  sentence,  or  clause,  or  the  application  thereof  to 
any  person  or  circumstance,  is  found  by  a court  of  competent  jurisdiction  to  be  invalid, 
unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  the  section  that  can  be  given  effect  without  the  invalid, 
unconstitutional,  or  unconstitutionally  enacted  provision  or  application. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-056) 


Subject 

Initiative  petition  from  Jeffrey  Mazur  regarding  a proposed  amendment  to  Chapter  208  of 
the  Revised  Statutes  of  Missouri.  (Received  May  12,  2015) 


Date 


June  1,  2015 

Description 

This  proposal  would  amend  Chapter  208  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

The  Missouri  Home  Care  Union  provided  information  for  this  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition  and  detennined  it  would  have  no  direct  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  total  costs  for  salaries,  fringe 
benefits,  equipment  and  expenses  will  be  $115,438  ($57,719  from  the  General  Revenue 
Fund)  for  fiscal  year  2016,  $1 18,188  ($59,094  from  the  General  Revenue  Fund)  for  fiscal 
year  2017,  and  $1 19,538  ($59,769  from  the  General  Revenue  Fund)  for  fiscal  year  2018. 

16-056  proposes  to  enact  Section  208.162,  RSMo.  The  proposal  would  require  in-home 
service  providers  and  vendors  of  Consumer  Directed  Services  (CDS)  to  expend  no  less 


than  85%  of  the  revenue  generated  by  any  payment  for  reimbursement  by  the  MO 
HealthNet  Program. 


The  proposal  requires  that  providers  and  vendors  must  cooperate  in  any  request  for 
information  or  audit  by  the  State.  It  also  provides  that  if  a provider  or  vendor  fails  to 
comply  with  the  percentage  requirement,  then  Missouri  Medicaid  Audit  and  Compliance 
Unit  (MMAC)  may  impose  sanctions,  including  but  not  limited  to  imposition  of  a 
corrective  action  plan,  suspension  or  termination  of  contracts,  etc. 

The  Department  of  Health  and  Senior  Services  and  the  Department  of  Social  Services, 
including  MMAC  has  the  authority  to  promulgate  rules  to  implement  the  provisions  of 
this  section. 

MMAC: 

If  the  intention  of  the  proposed  legislation  is  that  MMAC  review  each  provider  report  to 
verify  the  accuracy,  additional  FTE  would  be  required. 

Assumptions: 

Currently  there  are  approximately  1,250  active  personal  care  providers.  Validation  of  the 
information  on  a provider  report  to  include  verification  of  the  salary  of  each  personal  care 
attendant,  through  individual  queries  of  external  databases,  is  estimated  to  require 
approximately  4 hours  per  provider  report. 

Calculation 

1,250  providers  X 4 hours  review  time  = 5,000  hours  annually 
1 FTE  = 2080  hours 

Total  FTE  required  = 5,000  / 2080  = 2.40  FTE  Rounded  up  to  2.5  FTE. 

Total  Impact: 

FY16  (10  months)  $115,438  ($57,719  GR) 

FY17  $118,188  ($59,094  GR) 

FY18  $119,538  (59,769  GR) 

MHD  and  DLS  assume  no  fiscal  impact. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 


Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

The  proposal  enacts  Section  208.162  RSMo.  related  to  wages  and  benefits  for  in-home 
service  employees  and  personal  care  attendants.  Effective  1/1/17,  In-home  service 
providers  who  receive  payments  through  the  MO  HealthNet  program  and  vendors  who 
receive  payments  on  behalf  of  consumers  for  person  care  services,  would  be  required  to 
spend  at  least  85%  of  the  revenue  generated  by  any  payment  for  in-home  services 
performed  by  an  employee  on  that  employee's  wages  and  benefits.  The  providers  and 
vendors  are  required  to  report  compliance  with  these  provisions  to  the  MO  Department  of 
Social  Services  and  the  Department  of  Health  and  Senior  Services. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Columbia  indicated  this  proposal  does  not  appear  to  have  a 
direct  fiscal  impact  on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  no  anticipated  impact  for 
their  college. 

Officials  from  University  of  Missouri  indicated  the  University  of  Missouri  Health  Care 
has  reviewed  this  proposed  petition  and  has  detennined  that  as  written  it  could  create 
additional  expenses  in  excess  of  $100,000.  These  expenses  would  be  incurred  as  the 
payment  systems  change  for  health  care  services  from  “fee  for  service”  methodology  to  a 
more  bundled  or  capitated  payment  system.  The  amounts  are  not  able  to  be  estimated  at 
this  time  due  to  the  language  of  the  petition  itself  and  the  future  timeline  of  the  payment 
systems. 


The  Missouri  Home  Care  Union  provided  the  following  infonnation  for  this  initiative 
petition. 


Proposed  statement  of  fiscal  impact 

for  proposed  statutory  amendment  to  Chapter  208,  version  1 (2016-056) 


Cost  of  the  proposed  legislation  to  the  state  for  next  two  fiscal  years 

To  quantify  the  incremental  cost  to  both  the  State  and  the  in-home  service  providers  (for  in-home 
service  employees)  and  the  consumer-directed  services  vendors  (for  personal  care  attendants) 
associated  with  enactment  of  the  proposed  legislation,  we  need  to  do  the  following: 

• model  baseline  utilization,  revenue,  and  expenditure  for  two  years  beginning  January  1, 
2017 

• evaluate  baseline  to  ensure  compliance  with  proposed  legislation 

• estimate  costs  associated  with  increases  in  reimbursement  rates  and/or  wages  & benefits 

• estimate  costs  associated  with  administrative  compliance 

Baseline 


To  model  the  baseline  scenario,  we  need  to  understand  the  expected  utilization  of  home  care 
services  provided  by  both  in-home  service  employees  and  personal  care  attendants,  the  expected 
reimbursement  rates  for  each  type  of  home  care  services,  and  the  expected  labor  costs  associated 
with  the  provision  of  each  type  of  home  care  services  in  the  two  years  beginning  January  1, 
2017. 1 


Metric 

Source 

total  hours  of  home  care  services 

• in-home  service  employees 

• personal  care  attendants 

state  Medicaid  report  / plan 
waiver  application 

reimbursement  rate  per  hour 

state  Medicaid  report  / plan 

wage  & benefit  cost  per  hour 

in-home  service  provider 
reports2 

consumer-directed  service 
vendor  reports3 

Using  the  above  metrics,  we  can  generate  annual  cost  estimates  for  both  the  State  and  the  in- 
home  service  providers  and  the  consumer-directed  services  vendors. 

• Cost  to  State:  # of  hours  of  service  x reimbursement  rate  per  hour  for  in-home  service 


1 In  the  event  we  are  unable  to  get  forecasted  metrics  for  this  time  period,  we  can  use  data  from  the  most  recent 
year. 

2 Need  to  determine  what  reports  are  available 

3 Consumer  Directed  Service  vendors  are  required  to  submit  quarterly  financial  reports  (insert  statutory  cite).  Data 
requested  in  such  reports  should  provide  information  need  to  calculate  each  vendor's  wage  and  benefit  cost  per 
hour.  However,  a Missouri  Home  Care  Union  review  of  all  such  reports  filed  by  vendors  for  one  quarter  of  2014 
found  a number  of  apparent  errors  and  inconsistencies  that,  in  addition  to  the  fact  that  a significant  percentage  of 
vendors  had  apparently  failed  to  file  the  required  report,  would  make  reliable  calculations  difficult  at  best. 


• Cost  to  State:  # of  hours  of  service  x reimbursement  rate  per  hour  for  consumer-directed 
service 

• Cost  to  in-home  service  providers:  # of  hours  of  service  x wage  & benefit  cost  per  hour 

• Cost  to  consumer-directed  service  vendors:  # of  hours  of  service  x wage  & benefit  cost 
per  hour 

Baseline  Evaluation 


To  determine  if  the  baseline  scenario  is  in  compliance  with  the  proposed  legislation,  first  we 
need  to  evaluate  the  expected  reimbursement  rate  for  home  care  services  in  relation  to  federal, 
state,  and  local  minimum  wage  provisions.  Second,  we  need  to  evaluate  expected  labor  costs  as  a 
share  of  the  expected  reimbursement  rate. 


Metric 

Calculation 

Compliance 

reimbursement  rate  per 

0.85  x rate 

compliant  if  above  statutory 

hour 

binding  minimum  wage 

wage  & benefit  cost  per 

wage  & benefit  cost  / 

compliant  if  share  is  at  or 

hour 

reimbursement  rate  per 
hour 

above  85% 

Direct  Cost 


To  determine  the  direct  cost  associated  with  compliance  with  the  proposed  legislation,  first  we 
need  to  consider  any  cost  accruing  to  the  State  and  second  we  need  to  determine  any  cost 
accruing  to  the  in-home  service  providers  and  the  consumer-directed  services  vendors. 

Cost  to  State 

In  accordance  with  the  proposed  measure,  wages  paid  to  a direct  care  worker  should  be  at  or 
above  the  binding  minimum  wage  law.  The  Missouri  minimum  wage  at  $7.65  is  presently  above 
the  federal  minimum  wage  of  $7.25.  If  85%  of  the  reimbursement  rate  were  below  the  state 
minimum  wage,  the  cost  to  the  state  would  be  the  amount  needed  to  raise  the  reimbursement  rate 
to  that  threshold  multiplied  by  the  expected  utilization  of  home  care  services  in  the  two  years 
beginning  January  1,  20 17. 4 However,  at  this  point,  that  is  not  the  case,  and  it  is  unlikely  to  be 
the  case  on  January  1,  2017.  Thus,  there  will  be  no  direct  cost  to  the  state. 

Cost  to  in-home  service  providers  and  consumer-directed  services  vendors 

In  accordance  with  the  proposed  measure,  in-home  service  providers  and  consumer-directed 
services  vendors  are  to  ensure  that  at  least  85%  of  the  revenue  associated  with  the  provision  of 
home  care  services  is  transmitted  to  the  direct  care  worker  in  the  form  of  wage  and  benefits.  If 
the  share  of  revenue  is  less  than  85%,  the  cost  to  the  in-home  service  providers  or  the  consumer- 
directed  services  vendors  would  be  the  amount  needed  to  raise  the  worker’s  wages  & benefits  to 


4 With  adjustments  for  any  projected  increase  in  the  Missouri  or  federal  minimum  wage. 


the  threshold  multiplied  by  the  expected  utilization  of  home  care  services  in  the  two  years 
beginning  January  1,  2017,  less  any  overall  increase  in  reimbursement  rates. 

More  specifically,  the  cost  to  the  State  and  the  in-home  service  providers  and  consumer-directed 
services  vendors  would  be  as  follows: 

• Cost  to  State:  # of  hours  of  service  x (binding  minimum  wage  - 0.85  x reimbursement 
rate) 

• Cost  to  in-home  service  providers  and  consumer-directed  services  vendors:  # of  hours  of 
service  x (0.85  x reimbursement  rate  - baseline  wages  & benefits)  - increase  in 
reimbursement  rate 

Administrative  Costs 


In  addition  to  direct  costs  associated  with  increases  in  reimbursement  rates  and/or  increases  in 
labor  costs,  the  State  and  the  in-home  services  providers  and  the  consumer-directed  services 
vendors  will  likely  experience  indirect  costs  related  to  program  administration.  Namely,  the  State 
will  likely  witness  incremental  costs  associated  with  monitoring  and  enforcement,  and  in-home 
services  providers  and  the  consumer-directed  services  vendors  will  likely  witness  incremental 
costs  associated  with  reporting  and  auditing. 

Notes  on  current  reimbursement  rates 


• In-Home 


o Basic  Personal  Care  - Agency  Model  service  reimbursement  rate  = $4.47/15  min. 

unit5  = $17. 8 8/hour 
o 85%  of  $17.88  = $15.20 

o An  hourly  rate  of  $13.12  results  in  a total  loaded  wage  of  $15. 20/hour  (Social 
Security,  Medicare,  SUTA,  FUTA,  and  Worker’s  Compensation). 

• Consumer-directed  services 


o Personal  Care  Assistance  - Consumer  Directed  Model  service  reimbursement  rate 
= $3.89/15  min.  unit  = $15. 56/hour 
o 85%  of  $15. 56/hour  = $13.23. 

o An  hourly  rate  of  $1 1.42  for  an  attendant  who  is  covered  by  Worker's 
Compensation  results  in  a total  hourly  loaded  wage  of  $13.23. 
o However,  most  CDS  attendants  are  not  covered  by  Worker's  Compensation, 
o An  hourly  rate  of  $ 1 1 .7 1 for  an  attendant  who  is  not  covered  by  Worker's 
Compensation  results  in  a total  hourly  loaded  wage  of  $13.23. 

Other  states  with  similar  requirements  for  minimum  ratios 


5 "Service  Reimbursement  Rates  (Correction)",  Memorandum  for  All  Home  and  Community  Based  Care  Providers, 
Celesta  Hartgraves,  Division  of  Senior  and  Disability  Services,  June  26,  2014  (PM-14-17,  VM-14-18). 
http://health.mo.gov/seniors/hcbs/pmvmdocs/PM-14-17VM14-18.doc  - accessed  May  21,  2015. 


• Illinois -77% 

o In-home  services  agencies  must  expend  a minimum  of  77%  of  the  total  revenues 
on  the  direct  service  worker.6 

o Effective  July  1,  2008,  the  rate  was  enhanced  to  cover  health  insurance  costs 
under  PA  95-7 13. 7 

• Minnesota  - 72.5% 

o Provider  agencies  must  use  a minimum  of  72.5%  of  the  revenue  generated  by  the 
medical  assistance  rate  for  personal  care  assistance  services  for  employee 
personal  care  assistant  wages  and  benefits.8 

o The  Minnesota  legislature  also  required  providers  to  dedicate  80%  of  a 2014  rate 
increase  to  “compensation-related  costs  for  employees  directly  employed  by  the 
program.”9 

• New  York  - 85% 

o No  less  than  85%  of  the  State  financial  assistance  or  State-authorized  payments  to 
a provider  for  operating  expenses  shall  be  directed  to  provide  direct  care  or 
services  rather  than  to  support  administrative  costs.  There  are  also  limits  on 
executive  compensation.10 

Medical  Loss  Ratio  Requirements 

• The  Medical  Loss  Ratio  (MLR)  mechanism  under  the  Affordable  Care  Act  is  broadly 
comparable  to  what  is  contemplated  under  the  proposed  legislation.  It  requires  insurance 
companies  to  spend  at  least  80%  or  85%  of  premium  dollars  on  medical  care.  It  they  fail 
to  meet  these  standards,  the  insurance  companies  are  required  to  provide  a rebate  to  their 
customers.11 

• The  Affordable  Care  Act  MLR  requirement  does  not  apply  to  Medicaid.  However,  as  of 
2010,  eleven  states  had  established  minimum  MLR  requirements  for  their  Medicaid 


6 Illinois  Administrative  Code,  Title  89-Chapter  11-Part  240-Sections  2020  through  2050  - 
http://www.ilga.gov/commission/icar/admincode/089/0890Q240sections.html  (accessed  May  20,  2015). 

7 http://www.ilga.gov/legislation/publicacts/fulltext.asp?Name=095-0713&GA=95 

8 2014  Minnesota  Statutes,  256b. 0659  Personal  Care  Assistance  Program,  Subd.  21.  Requirements  for  provider 
enrollment  of  personal  care  assistance  provider  agencies. 
https://www.revisor.mn.gov/statutes/?id=256b.0659#stat.256B.0659.21 

9 See  Department  of  Human  Services  "2014  Rate  Changes  Frequently  Asked  Questions"  at 

http://www.dhs. state. mn.us/main/idcplg?ldcService=GET  DYNAMIC  CONVERSION&dDocName=dhsl6  177815& 
Revision  Selection  Method=Latest  Released  (accessed  May  20,  2015) 

10  Executive  Order  No.  38:  Limits  on  State-Funded  Administrative  Costs  & Executive  Compensation,  January  18, 
2012  - http://nvgovernorstg.prod.acquia-sites.com/sites/governor.ny.gov/files/atoms/files/E038  O.pdf  (accessed 
May  21,  2015).  Also  see  http://executiveorder38.ny.gov/  (accessed  May  21,  2015). 

11  "Medical  Loss  Ratio,"  The  Center  for  Consumer  Information  & Insurance  Oversight/Centers  for  Medicare  & 
Medicaid  Services,  http://www.cms.gov/CCIIO/Programs-and-lnitiatives/Health-lnsurance-Market- 
Reforms/Medical-Loss-Ratio.html  (accessed  May  21,  2015) 


Managed  Care  Organizations.  The  minimum  MLR  percentages  ranged  from  80%  to 
93%. 

Economic  impact  on  small  businesses 

There  are  approximately  X total  in-home  service  providers.  Approximately  X of  the  providers 
meet  the  definition  of  a small  business  (a  corporation,  partnership,  sole  proprietorship  or  other 
business  entity,  including  its  affiliates,  that:  (a)  is  independently  owned  and  operated;  and, 

(b)  employs  fifty  or  fewer  fulltime  employees. 

There  are  approximately  350  consumer-directed  services  vendors.  The  majority  of  the  consumer- 
directed  services  vendors  meet  the  definition  of  a small  business. 

There  are  approximately  10,000  personal  care  attendants  that  provide  consumer-directed 
services.  All  of  the  personal  care  attendants  can  be  considered  “individual  provider”  small 
businesses  that  hire  themselves  out  to  the  consumers. 

It  appears  that  many  of  the  small  businesses  are  well  positioned  in  the  event  of  enactment  of  the 
proposed  legislation.  Profit  margins  for  some  home  care  agencies  are  relatively  high,  with  gross 

1 T 

margins  reported  in  the  range  of  30%  to  40%.  Such  agencies  may  see  a reduction  in  their  profit 
margins. 

On  the  other  hand,  the  personal  care  attendants  - the  “individual  provider”  small  businesses  - 
will  generally  see  an  improvement  in  their  financial  situation.  These  individuals  often  live  in 
poverty  - “With  median  annual  earnings  of  $13,000,  one  in  four  home  care  workers  live  in 
households  with  incomes  below  the  federal  poverty  level  (FPL)  and  more  than  half  live  in 
households  with  incomes  below  200  percent  of  FPL.”14 

Positive  impact  on  public  assistance  costs 

Nationally,  a “significant  number  of  home  care  workers  rely  on  public  assistance  because  their 
earnings  are  not  enough  to  make  ends  meet.  Among  home  care  workers,  nearly  50  percent  live  in 
households  that  receive  public  assistance  benefits  such  as  Medicaid,  food  stamps,  and  housing 


"Quick  Take:  Medicaid  MCOs  and  Medical  Loss  Ratio  (MLR)  Requirements/'  Kaiser  Family  Foundation,  April  13, 
2012,  http://kff.org/medicaid/fact-sheet/medicaid-mcos-and-medical-loss-ratio-mlr/  (accessed  May  21,  2015). 

13  "It  is  not  uncommon  among  the  top  senior  care  franchises  to  build  gross  revenues  to  a million  dollars  or  more, 
with  gross  margins  of  30%-40%."  (Source:  Franchise  Business  Review,  "Special  Report:  Senior  Care  Franchises," 
Spring  2014,  page  5 (http://franchisebusinessreview.com/content/files/FBR  2014-TopSeniorCareFranchises- 
web.pdf  - accessed  May  20,  2015). 

14  "It  is  simply  not  possible  for  a worker  to  support  herself,  much  less  a family,  on  the  average  income  of  a home 
care  aide.  In  all  50  states,  the  living  wage  (accounting  for  regional  differences)  for  a two-person  household  is  nearly 
double  the  median  wage  of  a home  care  worker."  Source:  "Paying  the  Price:  How  Poverty  Wages  Undermine  Home 
Care  in  America,"  Paraprofessional  Healthcare  Institute,  February  2015,  page  5, 

http://phinational.org/sites/phinational.org/files/research-report/paying-the-price.pdf-  accessed  May  20,  2015. 


and  heating  assistance.”13  It  appears  that  Missouri  is  no  different  from  the  rest  of  the  nation  in 
this  regard.  Thus,  the  full  fiscal  impact  will  also  include  reduced  public  assistance  costs  resulting 
from  higher  wages  paid  to  home  care  workers. 

Positive  impact  on  Missouri’s  economy 

Raising  home  care  workers’  wages  will  benefit  both  the  workers  and  the  Missouri  economy.  A 
recent  study  concerning  the  impact  of  increased  wages  for  home  care  workers  nationally  noted 
that  “Low-wage  workers,  such  as  home  care  aides  and  personal  care  aides,  are  more  likely  to 
spend  these  extra  earnings  immediately  for  basic  necessities,”  and  that  such  increased  consumer 
spending  would  generate  new  economic  activity,  which  in  turn  would  lead  to  the  creation 
additional  jobs.11 


"Giving  Caregivers  a Raise:  The  Impact  of  a $15  Wage  Floor  in  the  Home  Care  Industry/'  National  Employment 
Law  Project,  February  2015,  page  2.  This  report  provides  estimates  of  the  enrollment  and  costs  of  public  support 
programs  for  home  care  workers.  Also  see  Technical  Appendix. 

https://www.nelp.org/content/uploads/2015/03/Giving-Caregivers-A-Raise.pdf  (accessed  May  20,  2015). 

16  "Giving  Caregivers  a Raise:  The  Impact  of  a $15  Wage  Floor  in  the  Home  Care  Industry,"  National  Employment 
Law  Project,  February  2015,  page  2 - also  see  Technical  Appendix, 

https://www.nelp.org/content/uploads/2015/03/Giving-Caregivers-A-Raise.pdf  - accessed  May  20,  2015. 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

State  universities  and  governmental  entities  estimate  one-time  costs  exceeding  $100,000 
with  the  total  costs  being  unknown  and  increased  annual  costs  of  at  least  $1 15,000.  Local 
governmental  entities  estimate  no  costs  or  savings  from  this  proposal. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  11,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 

Article  X (2016-055) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Chuck  Hatfield  on  May  7,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


P (T*  Lib  ^srp. 


# 


STAV^  AUDI  ! Of 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 


Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

(Official  Ballot  title) 


STATE  OF  MISSOURI, 
COUNTY  OF 


CIRCULATOR’S  AFFIDAVIT 


CJ1 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 
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9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Street  address  of  Affiant 

Printed  Name  of  Affiant  City,  State  and  Zip  Code  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 

Notary  Public  (Seal) 

Signature  of  Notary 


Address  of  Notary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read  as 
follows: 


Section  26.  The  state  is  hereby  prohibited  from  imposing  any  new  tax  on  services  or 
activities  that  were  not  subject  to  tax  on  January  1.  2015. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-055) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 
Article  X.  (Received  May  1 1,  2015) 


Date 


June  1,  2015 

Description 

This  proposal  would  amend  Article  X of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  State  Tax  Commission. 

Marc  Ellinger  provided  information  on  this  proposal  to  the  State  Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition.  Although  the  proposal  would  limit  the  ability  of  the 
state  to  revise  its  tax  structure,  it  is  impossible  for  their  department  to  determine  what  tax 
revenues  the  state  might  forgo  as  a result  or  the  impact  the  limit  would  have  on 
appropriations  to  higher  education.  Consequently,  while  they  do  not  believe  the  proposal 
would  have  a direct  fiscal  impact  on  their  department,  the  actual  potential  impact  is 
unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  fiscal  impact  from 
this  proposal  is  unknown.  While  there  would  appear  to  be  no  current  and  direct  fiscal 
impact  from  these  provisions  on  their  department,  they  would  certainly  and  perhaps 
severely  limit  what  state  and  local  governments  can  do  in  the  future  in  terms  of  changing 
the  way  taxes  are  handled. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Department  officials  provided  the  following  additional  information: 


They  reviewed  the  comments  submitted  and  disagree  with  the  assumptions.  Please  see 
below: 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
lawyer  FTEs 

The  Department  feels  there  is  already  a sufficient  legal  staff  available  to  handle  any 
possible  new  litigation. 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
non-lawyer  FTEs 

The  Department  currently  maintains  records  of  all  exemptions  under  Missouri  law  and 
how  they  apply.  These  provisions  will  not  change  anything. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Parks  and  Soils  tax 

Both  are  constitutional  provisions.  This  provision  does  not  trump  the  tax  or  the  need  for 
election  in  another  provision.  Also,  the  tax  is  imposed  as  of  January  1,  2015.  Therefore, 
it  may  still  be  approved  to  continue  after  that  date. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Kansas  City 
transportation  sales  tax 

The  tax  is  imposed  as  of  January  1,  2015.  Therefore,  it  may  still  be  approved  to  continue 
after  that  date.  Where  there  is  some  litigation  risk,  the  law  already  says  that  there  must 
be  a vote  to  extend.  This  provision  should  not  impact  that  fact. 

Officials  from  the  Department  of  Public  Safety  indicated  this  petition  could  restrict 
their  ability  to  establish  a way  to  fund  public  safety  programs  going  forward,  but  the 
fiscal  impact  would  not  measurable  at  this  point. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 


Officials  from  the  Office  of  Administration  indicated: 


The  proposal  enacts  a new  section  (Section  26)  in  Article  X of  the  Missouri  Constitution. 
This  section  would  prohibit  the  state  from  imposing  any  new  tax  on  services  or  activities 
not  subject  to  tax  on  January  1,  2015. 

The  state  sales  tax  base  continues  to  shrink  as  the  amount  of  Internet  sales  increases. 
This  proposal  would  prevent  the  state  from  modernizing  its  taxing  structure  in  the  future 
to  include  Internet  sales,  which  would  negatively  impact  the  state's  ability  to  raise 
sufficient  revenue  to  support  vital  state  services.  This  proposal  would  also  negatively 
impact  the  state's  ability  to  restructure  tax  policy  in  the  future. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  from  St.  Louis  County  indicated  although  there  would  be  no  impact  on  existing 
revenue  streams,  passage  of  this  initiative  petition  eliminating  any  new  future  tax  levy 
beyond  January  1,  2015,  would  preclude  the  State  of  Missouri  from  enabling  their 
county's  proposed  law  enforcement  sales  tax  for  unincorporated  areas.  This  would 
eliminate  potential  future  revenues  of  $16  million  to  their  county.  Similar  to  Initiative 
Petition  16-054,  this  petition  would  also  tie  the  hands  of  future  legislators  in  terms  of 
authorizing  any  need-specific  taxes  in  coming  years. 

Officials  from  the  City  of  Columbia  indicated  if  this  amendment  prohibited  additional 
fuel  taxes  and  new  revenue  for  highways  and  transportation,  this  could  affect  their  city's 
ability  to  adequately  maintain  its  infrastructure.  There  is  no  guarantee  that  local  voters 
would  approve  replacement  revenue  sources. 

Officials  from  the  City  of  Kansas  City  indicated: 

Initiative  Petition  16-054  would  prohibit  the  state  from  imposing  a sales  or  use  tax  on  any 
service  or  activity  that  was  not  subject  to  a sales  or  use  tax  on  January  1,  2015.  Initiative 
Petition  16-055  would  prohibit  the  state  from  imposing  any  new  tax  on  services  or 
activities  that  were  not  subject  to  tax  on  January  1,  2015.  In  the  2015  session,  the 
Missouri  legislature  passed  Senate  Bill  190  to  eliminate  the  December  31,  2015 
expiration  date  of  the  Kansas  City  transportation  sales  tax.  If  Initiative  Petitions  16- 
054  and  16-055  are  adopted  and  interpreted  so  as  to  nullify  Senate  Bill  190  and  cause  the 
Kansas  City  transportation  sales  tax  to  expire  on  December  31,  2015,  Kansas  City  would 
sustain  the  following  revenue  losses: 

Revenue  Loss  from  Kansas  City  transportation  sales  tax 
Fiscal  Year  2016:  $12,166,667  loss  (period  of  1/1/16  to  4/30/16) 

Fiscal  Year  2017:  $36,500,000  loss 
Fiscal  Year  2018:  $36,500,000  loss 
All  future  fiscal  years  after  2018:  $36,500,000  loss 

These  two  initiatives  could  also  be  interpreted  to  prevent  the  Missouri  legislature  from 
fully  adopting  the  Streamlined  Sales  Tax  and  taxing  remote  on-line  sales  if  Congress 
were  to  enact  the  Marketplace  Fairness  Act.  The  Marketplace  Fairness  Act  would  enable 
states  and  local  governments  to  levy  sales  and  use  tax  on  Internet  purchases  by  their 
residents  from  out-of-state  merchants.  The  future  revenue  loss  to  Kansas  City  from  the 
inability  to  levy  sales  and  use  tax  on  Internet  purchases  from  out-of-state  merchants  is 
estimated  at  $203  million  per  year. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  unknown  impact  for  their 
college. 


Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 

Marc  Ellinger  provided  the  following  information  for  this  initiative  petition. 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative 
Petition  that  was  filed  by  Chuck  Hatfield  on  May  7,  2015.  The  initiative  petition  has  been 
labeled  by  the  Secretary  of  State  as  2016-055. 

The  initiative  petition  would  prohibit  the  state  from  imposing  a tax  on  any  service 
or  activity  that  was  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 

(1)  Initiative  Petition  2016-055  will  require  a substantial  increase  in  Department 

of  Revenue  lawyer  FTEs 

The  Initiative  Petition  will  increase  costs  to  the  state  due  to  increased  litigation  as 
a result  of  the  proposed  measure.  The  largest  component  of  “litigation  costs”  is  the 
personnel  costs,  The  Department  of  Revenue  currently  employs  a small  army  of  lawyers. 
In  2014,  the  State  spent  more  than  1.6  million  dollars  of  taxpayer  money  to  fund  the 
salaries  of  the  Department’s  lawyers.  (See  Appendix  A).  Since  2010,  the  Director  of 
Revenue  has  been  a party  to  more  than  fifty  Missouri  Supreme  Court  cases.1 

Whether  or  not  a service  or  activity  is  currently  subject  to  tax  has  been  the  focus  of 
considerable  litigation,  especially  in  recent  years.  Already  this  year,  the  Missouri 
Supreme  Court  has  decided  Alberici  Constructors,  Inc.  v.  Director  of  Revenue , 452 
S.W.3d  632  (Mo.  banc  2015)  (a  use  tax  case).  Southwestern  Bell  Telephone  Company  v. 
Director  of  Revenue , 454  S.W.3d  871  (Mo.  banc  2015)  (a  franchise  tax  case),  Fred 
Weber  Inc.  v.  Director  of  Revenue,  452  S.W.3d  628  (Mo.  banc  2015)  (a  sales  tax  case), 
Ben  Hur  Steel  Worx  v.  Director  of  Revenue,  452  S.W.3d  624  (Mo.  banc  2015)  (a  sales 

1 See,  generally,  www.courts.mo.gov/casenet. 
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and  use  tax  case),  Five  Delta  Alpha,  LLC  v.  Director  of  Revenue,  — S.W.3d  — , 2015 
WL  777898  (Mo.  banc  2015)  (a  use  tax  case),  and  Tatson,  LLC  v.  Director  of  Revenue, 
456  S.W.3d  43  (Mo.  bane  2015)  (a  sales  tax  case).  These  cases  account  for  17%  of  the 
total  cases  handed  down  so  far  this  year  by  the  Missouri  Supreme  Court. 

Furthermore,  an  amendment  of  this  type  would  incentivize  parties,  who  previously 
would  have  reached  a settlement  with  the  Department,  to  seek  a legal  determination  that 
their  services  and/or  activities  were  not  subject  to  a tax  on  January  1,  2015.  Such 
determination  would  essentially  provide  them  with  a perpetual  exemption  from  tax. 

The  increase  in  litigation  will  necessitate  additional  lawyer  FTEs  for  the 
Department  of  Revenue.  These  costs  should  be  included  in  the  Fiscal  Note  Summary.  At 

the  very  least,  the  Fiscal  Note  Summary  should  state  “the  proposal’s  passage  will  likely 

2 

lead  to  increased  litigation-related  costs.” 

(2)  Initiative  Petition  2016-055  will  require  a substantial  increase  in  Department 

of  Revenue  non-lawyer  FTEs 

The  initiative  would  also  prohibit  the  state  from  repealing  any  of  the  current 
exemptions  in  Missouri’s  tax  law.  Thus,  the  initiative  would  require  the  Department  to 
track  current  exemptions.  In  a 2013  audit,  the  Department  of  Revenue  admitted  it  does 


2 This  language  was  previously  adopted  by  the  Auditor  for  Initiative  Petitions  2016-021  and 
2016-022  (attached  hereto  as  Appendix  B). 
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not  currently  track  or  report  exemptions  and  stated  “to  track  and  report  exemptions,  the 
Department  would  require  a substantial  increase  in  FTE[.]”  3 

(3)  Initiative  Petition  2016-055  will  eliminate  the  revenue  from  the 

Parks  and  Soils  tax 

The  proposed  measure  essentially  prohibits  any  new  taxes.  The  existing  Parks  and 
Soils  tax  in  Article  IV,  Section  47(a)  of  the  Missouri  Constitution,  which  imposes  a sales 
tax  of  one-tenth  of  one  percent,  expires  in  2016.  Mo.  Const,  art.  IV,  Section  47(c). 
Without  additional  voter  approval,  Sections  47(a),  (b),  and  (c)  terminate.  As  of  January 
1,  2015  there  is  not  a tax  under  Section  47  of  the  Missouri  Constitution  on  or  after  2016. 
The  initiative  effectively  eliminates  the  Parks  and  Soils  tax  after  2016.  The  amount 
collected  in  FY2014  from  the  state  sales  and  use  tax  for  Parks  and  Soils  was 
$76, 12 1,334. 4 That  is  an  increase  over  the  $67.9  million  that  was  collected  in  FY2010. 
The  loss  to  the  state  in  2017  as  a result  of  the  elimination  of  the  Parks  and  Soils  tax  in 
Article  IV,  Section  47  will  be  at  least  $76  million  dollars. 

(4)  Initiative  Petition  2016-055  will  eliminate  the  revenue  from  the  Kansas  City 

transportation  sales  tax 

In  2015,  the  legislature  passed  Senate  Bill  190  (attached  as  Appendix  D)  which 
would  extend  the  Kansas  City  transportation  sales  tax  indefinitely.  However,  the 
proposed  measure  prohibits  any  new  taxes  that  were  not  in  effect  as  of  January  1,  201 5. 

3 http://auditor.mo.gov/Repositorv/Press/2013-015.pdf  (attached  hereto,  without  Appendixes,  as 
Appendix  C). 

4 http://dor.mo.gov/pdf/financialstatreportl4.pdf. 
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As  of  January  1,  2015,  there  was  no  Kansas  City  transportation  sales  tax  on  or  after 
December  3 1,  2015.  As  such,  the  state  would  be  prohibited  from  imposing  or  extending 
such  tax  as  a result  of  Initiative  Petition  2016-055.  If  the  sales  tax  expires,  the  result  is  a 
loss  to  the  City  of  Kansas  City  in  the  amount  of  $36.5  million  dollars  annually  (Fiscal 
Note  for  SB  190  attached  as  Appendix  E). 

Conclusion 

No  savings  or  reduction  in  costs  to  state  government  can  be  gleaned  in  any  manner 
from  the  proposed  Initiative  Petition.  Additionally,  since  the  local  sales  taxes  are  based 
upon  the  State  Sales  Tax  Act,  the  limitations  noted  above  would  therefore  affect  local 
sales  and  use  taxes.  Thus  local  governments  could  also  see  reduced  revenues  in  the 
future  as  a result  of  the  proposed  measure. 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  the 
state.  The  proposed  measure  will  increase  litigation  related  costs,  eliminate  the  state 
Parks  and  Soils  tax  and  eliminate  the  Kansas  City  transportation  sales  tax.  Any  estimate 
of  fiscal  impact  of  the  proposed  measure  must  include  these  significant  losses  in  order  to 
adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase  “unknown” 
suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could  be 
positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2) 
any  savings,  or  (3)  any  increased  revenues,  such  ambiguity  cannot  be  included  in  the 
fiscal  note  summary.  Therefore  use  of  the  word  “unknown,”  unless  it  includes  the  phrase 
“negative  impact,”  is  improper. 
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2014 

REVENUE 

ASSOCIATE  COUNSEL 

ALLEN,  CHANDREKA  N. 

26,374.38 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

AUSMUS,  MARK  DAVID 

5,859.96 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

BRIGHT,  DEANNA  MARIE 

33,185.44 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

FEHR,  CHRISTOPHER  R. 

46,858.68 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

HOUDEK,  THOMAS  A 

9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

MARTIN,  SPENCER  ADAM 

9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

SANDERS,  MARIA  A 

30,983.49 

2014 

REVENUE 

CHIEF  COUNSEL 

MONAGHAN,  MAUREEN  M 

65,583.00 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

HALE,  JONATHAN  HOWARD 

41,588.75 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

KISLING,  MICHAEL  SHAYNE 

70,483.08 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

PLAGGENBERG,  JOSEPH  G 

1,875.00 

2014 

REVENUE 

LEGAL  COUNSEL 

AUSMUS,  MARK  DAVID 

37,642.50 

2014 

REVENUE 

LEGAL  COUNSEL 

BERNSEN,  TORY  DOWD 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

CONWAY,  STEPHEN 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

COOPER,  CAMERON  H 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

HOUDEK,  THOMAS  A 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

KENNEDY,  DANIEL  J 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

MARTIN,  SPENCER  ADAM 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

SLAWSON,  BENJAMIN  C 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

VEIT,  DAWN  RENEE 

12,228.41 

2014 

REVENUE 

LEGAL  COUNSEL 

VITALE,  DESIREE  JUDE 

48,483.00 

2014 

REVENUE 

MANAGING  COUNSEL 

BERTELS,  RYAN  EUGENE 

4,361.59 

2014 

REVENUE 

MANAGING  COUNSEL 

FREUDENBERG,  ROGER  L. 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GINTHER,  STEVEN  ALLAN 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GOOCH,  CHARLES  L 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

LAKS,  YAM  INI  A. 

51,729.10 

2014 

REVENUE 

MANAGING  COUNSEL 

MILLER,  DALE  WOOD 

39,660.62 

2014 

REVENUE 

SENIOR  COUNSEL 

ALLEN,  CHANDREKA  N. 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

BRIGHT,  DEANNA  MARIE 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

CHENAULT,  JAMES  A. 

60,363.48 

2014 

REVENUE 

SENIOR  COUNSEL 

COX,  JOSEPH  M 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LAFAVER,  BEVERLY  L 

54,718.44 

2014 

REVENUE 

SENIOR  COUNSEL 

LAKS,  YAM  INI  A. 

2,708.33 

2014 

REVENUE 

SENIOR  COUNSEL 

LAUGHLIN,  JANE  A 

59,983.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LISSANT,  SUSAN  LEAH 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

MOREAU,  SHERYL  L 

28,738.76 

2014 

REVENUE 

SENIOR  COUNSEL 

MURRAY,  MICHAEL  LEE 

56,987.16 

2014 

REVENUE 

SENIOR  COUNSEL 

PRITCHARD,  JAN 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

ROSE,  GLORIA  JEAN 

59,445.71 

2014 

REVENUE 

SENIOR  COUNSEL 

SANDERS,  MARIA  A 

20,112.03 

2014 

REVENUE 

SENIOR  COUNSEL 

SPRADLIN,  JAMES  L 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

SULLIVAN,  STEPHEN  PATRICK 

56,987.16 

Total  1,668,236.41 


APPENDIX  A 


<'.!UiIS  KOSTI'H 
ATTC >H -S' EY  O JfN T'iRAl. 


Attorney  General  of  Missouri 
Jefferson  City 


05102 


P.O.  Box  000 

(573)  701-0321 


March  12,  2015 


OPINION  LETTER  NO.  26-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  1 (16-021).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  arid  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-2015-0031 


wvw.ago.mo.gov 
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Attorney  Gbneral  of  Mi.ssot  j ei 
Jefferson  City 

r.im  isKosTF.ii  ..  P.O.Box  noo 

ATTOUNKYOKNI'.HAI.  C'JOlOw  (573)751-0321 

March  12,  2015 

OPINION  LETTER  NO.  27-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  2 (16-022).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-20 15-0032 


www.ago.tno.gov 


Missouri  State  Auditor 


REVENUE 

Sales  and  Use  Tax 


APPENDIX  C 


When  consumers  overpay  sales  or  use  taxes,  the  DOR  refunds  the  vendor  the 
overpayment  plus  interest,  but  vendors  are  not  required  to  return  these  funds  to 
the  original  purchaser,  resulting  in  a windfall  for  the  vendor.  The  DOR  has 
previously  agreed  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser,  but,  to  date, 
such  legislation  has  not  been  successful. 

The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from  local 
funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales  and  use 
taxes.  Sales  and  use  tax  refunds,  including  interest,  are  made  from  the  GRF,  and 
adjustments  are  automatically  made  to  reimburse  the  GRF  for  the  principal 
amount  due  from  local  funds.  Flowever,  adjustments  are  not  automatically  made 
to  reimburse  the  GRF  for  the  amount  of  interest  due  from  local  funds.  Although 
the  DOR  has  previously  agreed  that  local  funds  should  pay  their  proportionate 
share  of  this  interest,  the  DOR  has  not  been  able  to  develop  a method  for 
recovering  this  interest  with  the  current  tax  system,  but  according  to  DOR 
personnel  the  new  MIRS  should  not  have  this  limitation. 

Automated  Sales  Suppression  Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation,  transfer. 

Device  or  Possesslon  °f  an  automated  sales  suppression  device  (a  software  program 

commonly  known  as  a zapper).  Zapper  software  enables  businesses  to  evade  tax 
liability  by  altering  the  electronic  sales  records  in  a cash  register  to  make  it 
appear  that  fewer  transactions  have  occurred.  At  least  10  other  states  have 
passed  or  are  considering  similar  legislation. 


In  the  areas  audited,  the  overall  performance  of  this  entity  was  Good.* 


American  Recovery  and 
Reinvestment  Act 
(Federal  Stimulus) 


The  Department  of  Revenue  did  not  receive  any  federal  stimulus  monies  for 
sales  and  use  tax  operations  during  the  audited  time  period. 


*The  rating(s)  cover  only  audited  areas  and  do  not  reflect  an  opinion  on  the  overall  operation  of  the  entity.  Within  that  context,  the 

rating  scale  indicates  the  following: 

Excellent:  The  audit  results  indicate  this  entity  is  very  well  managed.  The  report  contains  no  findings.  In  addition,  if 

applicable,  prior  recommendations  have  been  implemented. 

Good:  The  audit  results  indicate  this  entity  is  well  managed.  The  report  contains  few  findings,  and  the  entity  has  indicated 

most  or  all  recommendations  have  already  been,  or  will  be,  implemented.  In  addition,  if  applicable,  many  of  the 
prior  recommendations  have  been  implemented. 

Fair:  The  audit  results  indicate  this  entity  needs  to  improve  operations  in  several  areas.  The  report  contains  several 

findings,  or  one  or  more  findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated 
several  recommendations  will  not  be  implemented.  In  addition,  if  applicable,  several  prior  recommendations  have 
not  been  implemented. 

Poor:  The  audit  results  indicate  this  entity  needs  to  significantly  improve  operations.  The  report  contains  numerous 

findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated  most  recommendations  will 
not  be  implemented.  In  addition,  if  applicable,  most  prior  recommendations  have  not  been  implemented. 


All  reports  are  available  on  our  website:  http://auditor.mo.gov 
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Thomas  A.  Schweich 

Missouri  State  Auditor 


Honorable  Jeremiah  W.  (Jay)  Nixon,  Governor 
and 

Brian  K.  Long,  Director 
Department  of  Revenue 
Jefferson  City,  Missouri 

We  have  audited  certain  operations  of  the  Department  of  Revenue,  sales  and  use  tax  collections,  as 
required  by  Sections  32.087  and  67.525,  RSMo.  The  scope  of  our  audit  included,  but  was  not  necessarily 
limited  to,  the  years  ended  June  30,  201 1, 2010,  and  2009.  The  objectives  of  our  audit  were  to: 

1.  Evaluate  the  department's  internal  controls  over  significant  management  and  financial 
functions. 

2.  Evaluate  the  department's  compliance  with  certain  legal  provisions. 

3.  Evaluate  the  economy  and  efficiency  of  certain  management  practices  and  operations, 
including  certain  financial  transactions. 

Our  methodology  included  reviewing  written  policies  and  procedures,  financial  records,  and  other 
pertinent  documents;  interviewing  various  personnel  of  the  department;  analysis  of  comparative  data 
obtained  from  internal  sources;  and  testing  selected  transactions.  We  obtained  an  understanding  of 
internal  controls  that  are  significant  within  the  context  of  the  audit  objectives  and  assessed  whether  such 
controls  have  been  properly  designed  and  placed  in  operation.  We  tested  certain  of  those  controls  to 
obtain  evidence  regarding  the  effectiveness  of  their  design  and  operation.  We  also  obtained  an 
understanding  of  legal  provisions  that  are  significant  within  the  context  of  the  audit  objectives,  and  we 
assessed  the  risk  that  illegal  acts,  including  fraud,  and  violations  of  contract  or  other  legal  provisions 
could  occur.  Based  on  that  risk  assessment,  we  designed  and  performed  procedures  to  provide  reasonable 
assurance  of  detecting  instances  of  noncompliance  significant  to  those  provisions. 

We  conducted  our  audit  in  accordance  with  the  standards  applicable  to  performance  audits  contained  in 
Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards 
require  that  we  plan  and  perform  our  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  We  believe  that  the 
evidence  obtained  provides  such  a basis. 

The  accompanying  Organization  and  Statistical  Information  is  presented  for  informational  purposes.  This 
information  was  obtained  from  the  department's  management  and  was  not  subjected  to  the  procedures 
applied  in  our  audit  of  the  department. 
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For  the  areas  audited,  we  identified  (1)  a deficiency  in  internal  controls,  (2)  no  significant  noncompliance 
with  legal  provision,  and  (3)  the  need  for  improvement  in  management  practices  and  procedures.  The 
accompanying  Management  Advisory  Report  presents  our  findings  arising  from  our  audit  of  the 
Department  of  Revenue,  sales  and  use  tax  collections. 


Thomas  A.  Schweich 
State  Auditor 


The  following  auditors  participated  in  the  preparation  of  this  report: 

Deputy  State  Auditor:  Harry  J.  Otto,  CPA 
Director  of  Audits:  John  Luetkemeyer,  CPA 

Audit  Manager:  Toni  Crabtree,  CPA 

In-Charge  Auditor:  Robyn  Vogt,  M.Acct.,  CPA 

Audit  Staff:  Corey  McComas,  M.Acct.,  CPA 

Aaron  D.  Allen 


3 


Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Findings 

Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by 
the  general  public,  require  extensive  taxpayer  record  keeping,  are  generally 
not  complied  with,  and  are  difficult  to  enforce  and  administer.  This  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  on  the 
economy  of  Missouri;  the  report  simply  notes  the  unworkable  structure  in 
place  now. 


1.  Individual 

Consumer  Use  Tax 
and  Internet  Sales 


Background  information  state  law  imposes  an  individual  consumer  use  tax  on  the  storage,  use,  or 

consumption  of  tangible  personal  property  in  Missouri.  The  consumer  use 
tax  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller  or  the 
property  is  tax  exempt.  Also,  use  tax  should  be  paid  on  purchases  from  a 
seller  which  is  not  engaged  in  business.  A purchaser  is  required  to  file  an 
annual  use  tax  return  with  the  Department  of  Revenue  (DOR)  if  the 
cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  use  tax  is  computed  on  the  purchase  price  of  all  goods  once  purchases 
exceed  $2,000.  Consumer  use  tax  information  and  requirements  are  posted 
on  the  DOR  website. 


The  type  of  purchases  subject  to  use  tax  include,  but  are  not  limited  to,  1) 
catalog  purchases,  2)  magazine  subscriptions,  3)  cross-border  purchases  of 
goods,  4)  TV  marketing  purchases,  5)  computer  software  and  hardware,  6) 
mail-order  supply  purchases,  7)  furniture  and  equipment  purchases  from 
out-of-state  sellers,  8)  purchases  of  goods  over  the  Internet  (e-commerce) 
and  by  phone,  and  9)  purchases  of  goods  from  outside  the  United  States. 
Currently,  state  law  requires  local  businesses  to  collect  sales  tax,  even  if 
they  have  an  online  business,  because  these  businesses  have  a physical 
presence  (nexus)  in  the  state.  However,  under  a 1992  U.S.  Supreme  Court 
ruling1,  states  cannot  require  companies  that  do  not  have  nexus  to  collect 
state  and  local  sales  taxes.  As  a result,  Missouri  cannot  require  businesses 
without  nexus  to  collect  sales  tax  on  goods  sold  to  Missouri  residents. 
Federal  legislation  has  been  proposed  that  would  enable  states  to  require 
online  retailers  to  collect  and  remit  sales  taxes,  while  also  providing 
businesses  with  an  effective  means  to  comply.  Such  legislation  includes  the 
Marketplace  Fairness  Act,  the  Main  Street  Fairness  Act,  and  the 
Marketplace  Equity  Act. 

With  the  increasing  popularity  and  usage  of  the  Internet,  e-commerce  sales 
have  grown  significantly  over  recent  years.  University  studies2  have 


1 Quill  orp  v.  North  Dakota,  504  U.S.298  (1992) 

2 Bruce,  Donald,  William  F.  Fox,  LeAnn  Luna,  "State  and  Local  Government  Sales  Tax 
Revenue  Losses  from  Electronic  Commerce,"  University  of  Tennessee,  Center  for  Business 
and  Economic  Research,  <http://cber.bus.utk.edu/ecomm.htm>,  accessed  on  April  27,2012; 
and  Huanftn  Ting,  John  Kosash  and  Andrew  Wesemann  (2012).  "Internet  Sales  and  Use  Tax 
Issues  in  Missouri"  Report  01-2012,  University  of  Missouri  Columbia,  Institute  ofPublic 
Policy,  <http://ipp.missouri.edu/Publications/306>,  accessed  on  June  5,  2012. 
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estimated  that  Missouri  state  and  local  governments  have  lost  and  will 
continue  to  lose  sales/use  tax  revenue  of  between  $358  million  and  $474 
million  annually  by  not  collecting  taxes  on  these  sales.  Both  studies  also 
noted  that  local  vendors  face  a competitive  disadvantage  because  consumers 


that  make  purchases  online  avoid  paying  sales/use  taxes.  However,  it  is 
possible  that  if  taxes  were  collected  on  e-commerce  sales,  consumer 
purchasing  habits  could  change  resulting  in  less  revenue  for  the  state  than 
forecasted.  The  issues  of  revenue,  consumer  spending  habits,  and  the 


economic  effect  of  increased  taxation  are  beyond  the  scope  of  this  report. 


Streamlined  Sales  and  Use  The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
Tax  Agreement  cooperative  effort  among  states,  local  governments,  and  businesses  to 

simplify  sales  and  use  tax  collection  and  administration  by  retailers  and 
states.  The  Agreement  aims  to  minimize  costs  and  administrative  burdens 
on  retailers  that  collect  sales  tax,  while  also  encouraging  out-of-state  sellers 
to  collect  tax  on  sales  to  customers  in  the  Streamlined  states.  Forty-four 
states,  including  Missouri,  signed  the  Agreement,  originally  adopted  in 
November  2002,  and  24  of  these  states  have  passed  legislation  to  conform  to 
the  Agreement.  Legislation  was  introduced  in  Missouri  during  the  2012 
legislative  session  and  in  prior  years  to  implement  the  provisions  of  the 
Agreement;  however,  such  legislation  has  not  passed.  Participation  in  the 
Agreement  is  voluntary  for  businesses  and  consumers;  therefore,  Missouri 
cannot  require  out-of-state  sellers  without  nexus  to  collect  sales  taxes  on 
purchases  made  by  Missouri  residents.  However,  according  to  the 
University  of  Missouri  report,  each  state  that  has  entered  into  the  Agreement 
collected,  on  average,  an  additional  $30.7  million,  in  total,  in  e-commerce 
tax  revenue  between  2005  to  2010. 


Some  states  (such  as  Washington,  North  Dakota,  New  York,  Kansas,  and 
Kentucky)  have  entered  into  agreements  with  large  Internet  sellers,  to 
collect  and  remit  state  and  local  sales  taxes.  Large  Internet  sellers  have  also 
negotiated  deals  with  other  states  to  collect  sales  tax  in  the  future.  In  other 
instances,  Internet  sellers  have  agreed  to  disclose  sales  and  use  tax 
requirements  on  their  Internet  sites  for  certain  states.  Such  disclosures 
inform  customers  that  many  states  require  purchasers  to  file  a sales  or  use 
tax  return  reporting  all  taxable  purchases  that  were  not  taxed  and  to  pay  tax 
on  those  purchases,  and  may  include  a link  to  that  state's  website. 

Individual  income  tax  The  DOR  does  not  include  a specific  line  that  requires  state  individual 

forms  income  taxpayers  to  state  whether  they  made  purchases  exceeding  $2,000 

for  which  sales  or  use  tax  was  not  paid.  As  a result,  most  taxpayers  are  not 
likely  aware  of  the  consumer  use  tax  requirements  as  evidenced  by  the  small 
amount  of  consumer  use  tax  collections. 
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According  to  DOR  records,  the  following  consumer  use  tax  was  paid: 


Tax  Year 

2011(1) 

2010 

2009 

2008 

Number  of  individual 

tax  returns 

2,917,023 

2,876,787 

3,019,358 

3,080,945 

Number  of  use  tax 

returns 

168 

190 

125 

96 

Use  tax  paid 

$205,087 

301,474 

110,784 

40,714 

(1)  Tax  year  2011  information  through  August,  2012. 

If  the  state  continues  to  impose  the  individual  consumer  use  tax,  there  are 
additional  enforcement  procedures  the  DOR  should  consider.  Our  review  of 
other  states'  procedures  noted  some  states  include  a specific  line  on  its 
individual  income  tax  return  to  report  purchases  made  for  which  sales  or  use 
tax  was  not  paid.  In  addition,  to  reduce  taxpayer  recordkeeping  burden, 
some  states  provide  an  optional  use  tax  reporting  table  which  bases  the 
consumer's  use  tax  liability  on  a percentage  of  adjusted  gross  income  rather 
than  actual  purchases. 

To  increase  taxpayer  compliance  with  existing  individual  consumer  use  tax 
laws,  the  DOR  should  consider  revising  individual  income  tax  forms  to 
include  a specific  line  regarding  purchases  made  for  which  sales  or  use  tax 
was  not  paid,  and  an  optional  use  tax  reporting  table  which  bases  consumer 
use  tax  liability  on  a percentage  of  adjusted  gross  income  rather  than  actual 
purchases. 

The  DOR  revise  the  individual  income  tax  forms  to  increase  taxpayer 
compliance  with  existing  individual  consumer  use  tax  laws. 

The  Department  supports  the  collection  of  all  taxes  due  the  state  of 
Missouri,  including  use  taxes.  However,  adding  a line  on  the  return  may  not 
have  much  impact  on  use  tax  collections,  but  it  would  delay  the  availability 
of  general  revenue  funds.  This  delay  could  be  substantial  in  the  April-May 
time  frame  when  the  majority  of  individual  income  tax  revenues  are 
received. 

Individual  income  tax  revenues  are  all  general  revenue  funds  and  currently 
are  deposited  very  quickly,  usually  the  same  or  next  day  even  during  the 
April-May  timeframe.  If  those  funds  were  combined  with  use  tax  funds,  all 
money  would  need  to  be  deposited  in  a suspense  account  until  the  return  is 
processed  and  the  appropriate  local  and  state  fund  distribution  can  be 
determined.  This  could  delay  availability  of  the  funds  by  as  much  as  six 
weeks.  The  Department  will  continue  to  explore  other  ways  to  encourage 
compliance  with  use  tax  laws  that  do  not  negatively  affect  the  timely 
transfer  of funds  to  the  general  revenue  fund. 
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We  do  not  agree  with  the  Department's  contention  that  enforcing  existing 
consumer  use  tax  law  would  need  to  unnecessarily  delay  the  availability  of 
general  revenue  funds.  The  DOR  could  place  only  the  consumer  use  tax 
portion  in  the  suspense  account  thereby  eliminating  any  need  to  delay  the 
availability  of  general  revenue  funds. 


The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions  or  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  Under 
Missouri  law,  vendors  are  not  required  to  return  sales  and  use  tax  refunds  to 
the  original  purchaser  when  applicable,  and  local  funds  are  not  paying  their 
proportionate  share  of  interest  paid  on  refunds  of  sales  and  use  taxes. 

These  issues  are  ongoing  concerns  and  have  been  reported  in  prior  audit 
reports. 

The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions.  As  a result,  the  cost  in  terms  of  reduced  state  revenue 
for  each  exemption  cannot  be  determined. 

According  to  DOR  records,  there  are  currently  150  sales  and  use  tax 
exemptions  provided  by  state  law.  The  DOR  only  tracks  exemptions  related 
to  the  3 percent  reduction  on  food  sales,  textbook  sales,  and  manufacturing 
sales. 

Vendors  remit  monthly,  quarterly,  or  annual  sales  and  use  tax  returns  to  the 
DOR.  The  returns  include  gross  sales  receipts,  adjustments  to  gross  sales 
receipts,  and  taxable  sales.  The  adjustment  amounts  include,  but  are  not 
limited  to,  exempt  sales  for  the  period  of  the  sales  tax  return  (file  period), 
and  corrections  of  errors  from  previous  file  periods. 

DOR  records  indicate  adjustments  to  gross  sales  receipts  totaled  over  $154 
billion,  $144  billion,  and  $147  billion  in  fiscal  years  201 1,  2010,  and  2009, 
respectively.  Detailed  information  of  what  is  included  in  the  adjustments 
total  is  not  required  to  be  provided  on  returns,  and  according  to  DOR 
personnel,  only  taxable  sales  are  reported  on  some  returns,  with  the  gross 
sales  receipts  or  adjustment  amounts  not  included. 

Although  the  DOR  has  previously  agreed  that  tracking  exemptions  is  a 
laudable  goal,  the  DOR  believes  the  recommendation  increases  the  burden 
of  reporting  on  taxpayers  (vendor)  and  is  contrary  to  the  provision  which 
requires  simplified  returns  in  the  Streamlined  Sales  and  Use  Tax 
Agreement,  (see  MAR  finding  number  1).  The  DOR  has  indicated  that  when 
Missouri  comes  into  substantial  conformity  with  the  Agreement,  the  DOR 
will  require  filers  to  submit  a report  of  consolidated  exempt  sales  by 
exemption  type  in  accordance  with  the  Agreement.  However,  as  previously 
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noted,  legislation  is  required  to  put  the  state  into  conformity  with  the 
Agreement  and  Missouri  has  yet  to  pass  such  legislation. 

The  DOR  has  also  indicated  the  current  sales  tax  system  would  require 
significant  reprogramming,  and  might  not  have  the  capacity  to  handle  the 
additional  information  from  tracking  and  reporting  exemptions.  In  February 
2012,  the  DOR  and  the  Office  of  Administration  awarded  a contract  for  a 
new  Missouri  Integrated  Revenue  System  (MIRS).  According  to  DOR 
personnel,  although  the  new  system  is  currently  in  the  developmental  stages, 
it  should  not  have  similar  limitations. 

The  DOR  does  not  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  This 
discount  was  established  for  businesses  to  recover  a portion  of  their  costs 
for  compliance  with  state  sales  tax  laws.  However,  the  state  is  foregoing  a 
significant  amount  of  sales  taxes  revenue  because  there  is  not  a cap  on  the 
amount  of  timely  discounts  taken  by  large  vendors. 

Approximately  $102  million,  $94  million,  and  $95  million  in  state  and  local 
sales  tax  revenues  were  collected  from  purchasers  but  retained  as  timely 
discounts  by  businesses  remitting  sales  and  use  taxes  in  fiscal  years  2011, 
2010,  and  2009,  respectively. 

Section  144.710,  RSMo,  allows  businesses  remitting  sales  and  use  taxes  to 
retain  2 percent  of  taxes  payable  to  the  DOR  if  the  business  remits  payments 
in  a timely  manner.  These  discounts  reduce  the  amount  of  sales  and  use 
taxes  received  by  the  state  and  local  governments.  According  to  a 
November  2008  report3,  46  states  (including  the  District  of  Columbia) 
impose  state  sales  taxes,  26  states  allow  businesses  a discount  and/or 
compensation  for  recording  and  remitting  sales  tax  collections,  and  13 
states,  including  Missouri,  have  not  established  a ceiling  to  limit  amount  of 
taxes  businesses  can  retain.  Of  the  eight  states  contiguous  to  Missouri,  three 
(Iowa,  Kansas  and  Tennessee)  do  not  allow  businesses  to  retain  any 
compensation,  and  four  (Arkansas,  Kentucky,  Nebraska,  and  Oklahoma) 
have  established  ceilings  to  limit  the  amount  of  discount  and/or 
compensation  retained  by  businesses. 

Sales  and  use  tax  revenues  are  used  to  fund  significant  portions  of  state  and 
local  government  budgets.  For  example,  in  fiscal  year  2011,  sales  and  use 
taxes  comprise  approximately  25  percent  of  the  state's  general  revenue.  The 
General  Assembly  needs  timely  and  accurate  information  regarding 
reductions  to  sales  and  use  tax  revenues  resulting  from  timely  discounts  to 
make  informed  financial  decisions. 


3 Skimming  the  Sales  Tax,  Good  Jobs  First,  November  2008. 
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The  DOR  previously  indicated  they  provided  the  timely  discount 
information  when  requested,  and  is  willing  and  able  to  do  so. 

State  law  does  not  require  vendors  to  return  sales  and  use  tax  refunds  and 
related  interest  to  the  original  purchaser  when  applicable,  resulting  in  a 
windfall  for  the  vendor.  In  addition,  in  many  instances,  the  vendor  may  not 
even  be  able  to  identify  the  original  purchasers  to  whom  the  refunds  are  due, 
further  increasing  the  likelihood  of  a windfall.  The  DOR  distributed  sales 
and  use  tax  refunds,  including  interest,  of  approximately  $50  million,  $60 
million,  and  $71  million  during  fiscal  years  2011,  2010,  and  2009, 
respectively. 

Vendors  collect  sales  and  use  taxes  from  their  customers  and  remit  the  taxes 
to  the  DOR.  Section  144.190,  RSMo,  authorizes  the  DOR  to  issue  sales  and 
use  tax  refunds  due  to  an  overpayment  of  sales  or  use  taxes.  For  some 
refunds  the  vendor  is  the  original  purchaser  and  some  refunds  are  the  result 
of  taxpayer  errors,  incorrect  quarter-monthly  filer  estimates,  or  other 
circumstances  in  which  sales  and  use  taxes  were  not  collected  from  a 
purchaser,  and  as  a result,  should  be  retained  by  the  vendor.  However,  in 
many  cases,  the  refund  is  the  result  of  an  over  collection  of  sales  tax  by  the 
vendor  and  the  refund  is  due  back  to  the  original  purchaser. 

Section  144.190.6,  RSMo,  provides,  ".  . . if  a person  legally  obligated  to 
remit  the  tax  levied  pursuant  to  sections  144.010  to  144.525  has  received  a 
refund  of  such  taxes  for  a specific  issue  and  submits  a subsequent  claim  for 
refund  of  such  taxes  on  the  same  issue  for  a tax  period  beginning  on  or  after 
the  date  the  original  refund  check  issued  to  such  person,  no  refund  shall  be 
allowed  . . . . " This  section  further  provides  situations  in  which  this  section 
shall  not  apply  and  a refund  shall  be  allowed.  These  include  the  receipt  of 
additional  information  or  an  exemption  certificate  from  the  purchaser  of  the 
item  at  issue,  a decision  of  a court  of  competent  jurisdiction  or  the 
Administrative  Hearing  Commission,  or  changes  in  regulations  or  policy  by 
the  DOR.  However,  Section  144.190.6,  RSMo,  does  not  provide  that 
refunds  must  be  returned  to  the  original  purchaser.  In  addition,  it  appears 
that  a vendor  may  not  be  able  to  identify  the  original  purchaser  in  some 
cases,  such  as  cash  transactions  or  other  point  of  sale  settings  where 
purchaser  name  or  contact  information  is  not  captured.  In  these  situations, 
the  vendor  would  be  unable  to  forward  the  refund  to  the  original  purchaser 
and  would  receive  the  windfall  refund. 

The  DOR  has  previously  agreed  to  support  legislation  that  would  require 
sales  and  use  tax  refunds  and  related  interest  to  be  returned  to  the  original 
purchaser.  However,  to  date,  such  legislation  has  not  been  successful.  The 
legislation  should  also  address  how  the  refund  should  be  handled  when  the 
original  purchasers  camiot  be  identified. 
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The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from 
local  funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales 
and  use  taxes. 

Based  on  the  percentage  of  distributions  to  local  funds  to  total  distributions 
to  state  and  local  funds  (exclusive  of  the  GRF),  interest  payments  of 
approximately  $383,000,  $1,723,000,  $2,133,000  should  have  been 
allocated  to  local  funds  during  fiscal  years  2011,  2010,  2009,  respectively, 
and  is  due  to  the  GRF  from  local  funds. 

Sales  and  use  tax  refunds  are  issued  from  the  GRF.  To  reimburse  the  GRF, 
adjustments  are  automatically  made  in  the  DOR  tax  system  for  the  principal 
and  interest  amount  of  the  refunds  due  from  other  state  funds  and  the 
principal  amount  of  the  refunds  due  from  local  funds.  Flowever,  adjustments 
are  not  automatically  made  to  local  funds  for  the  interest  paid  on  sales  tax 
refunds. 

Although  the  DOR  has  previously  agreed  that  local  funds  should  pay  their 
proportionate  share  of  interest  paid  on  refunds,  the  DOR  has  been  unable  to 
develop  any  alternatives  for  recovering  interest  from  local  governments 
without  the  acquisition  of  a new  tax  system.  As  noted  above,  a new  MIRS  is 
currently  being  developed,  and  according  to  DOR  personnel,  the  limitations 
of  the  current  tax  system  should  not  be  an  issue  with  the  new  system. 

The  DOR: 

2.1&2  Ensure  the  tracking  and  reporting  of  exemptions  and  the  timely 
discount  is  a component  of  the  new  MIRS,  so  that  the  reductions  of 
state  revenue  related  to  each  exemption  and  the  timely  discount  can 
be  determined  and  reported  to  the  General  Assembly. 

2.3  Continue  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser. 
Such  legislation  should  also  address  whether  a refund  should  be 
made  when  the  original  purchaser  is  not  known. 

2.4  Ensure  the  new  MIRS  has  the  capability  to  calculate  the 
reimbursement  to  the  GRF  for  local  funds'  proportionate  share  of 
interest  paid  on  sales  and  use  tax  refunds. 

2.1&2  Tracking  and  reporting  exemptions  is  an  appropriate  goal 
Reporting  exemptions  would  substantially  increase  the  burden  on 
businesses.  Also,  based  on  prior  attempts  to  track  limited 
exemptions,  the  data  collected  is  likely  to  be  highly  inaccurate  due 
to  businesses  errors  in  reporting.  In  addition,  to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in 
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FTE,  which  the  current  budget  does  not  support.  The  Department  is 
in  the  process  of  implementing  an  integrated  revenue  system  that 
may  be  able  to  track  at  least  some  exemptions,  but  tracldng  and 
reporting  the  data  will  still  be  a significant  burden  on  businesses 
and  the  data  collected  will  still  be  likely  to  be  inaccurate. 

The  Department  has  provided  information  regarding  the  timely 
filing  discount  when  requested  by  elected  officials  from  time-to- 
time,  but  has  not  been  requested  to  report  this  information  on  a 
regular  basis.  The  Department  is  willing  and  able  to  do  so. 

2.3  The  Department  reviews  and  makes  recommendations  with  respect 
to  existing  laws  and  proposed  legislation  evety  year.  The 
Department  will  review  this  issue  and  support  appropriate 
legislation. 

2.4  This  is  a requirement  in  the  request  for  proposal  and  is  scheduled  to 
be  implemented  when  the  sales  and  use  tax  portion  of  the  system  is 
implemented  in  2016. 


3. 


Automated  Sales 
Suppression  Device 


Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation, 
transfer,  or  possession  of  an  automated  sales  suppression  device.  This 
device  gives  retailers  the  ability  to  hide  the  amount  of  cash  transactions,  and 
thus,  evade  paying  sales  taxes  on  cash  transactions. 


An  automated  sales  tax  device,  commonly  known  as  a zapper,  is  a software 
program  that  falsifies  the  electronic  records  of  point  of  sale  (POS)  systems 
for  the  purpose  of  tax  evasion.  Most  often,  transactions  in  stores  and 
restaurants  are  recorded  by  a POS  system,  rather  than  a mechanical  cash 
register.  The  POS  system  records  are  generally  not  alterable  by  the  operator 
and  are  used  as  the  basis  of  tax  assessments  and  audits  by  tax  authorities.  To 
hide  the  removal  of  cash,  a zapper  often  runs  untraceably  from  a USB  flash 
drive  and  alters  the  electronic  sales  records  in  a cash  register.  This  makes  it 
appear  that  fewer  transactions  occurred  than  was  actually  the  case.  The  use 
of  zapper  software  reduces  the  tax  liability  of  the  business. 

Due  to  concerns  about  the  potential  of  sales  tax  zappers  to  reduce  state  and 
local  government  revenues,  some  states  are  enacting  legislation  to  address 
this  type  of  fraud.  According  to  a recent  study4,  Georgia,  Maine,  Utah,  and 
West  Virginia,  have  passed  legislation  to  subject  the  technology  (automated 
sales  suppression  device)  that  facilitates  the  fraud  to  enforcement  measures. 


4 Robert  T.  Ainsworth,  "An  American  Look  at  Zappers",  Boston  University  School  of  Law 
Working  Paper  No.  12-14, 

<http:www.bu.edU/law/facuity/scholarship/workpapers/2012.html#>,  accessed  on  October 


17, 2012. 
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Other  states,  such  as  Florida,  Indiana,  Michigan,  New  York,  Oklahoma,  and 
Tennessee  have  similar  legislation  pending. 

According  to  DOR  management,  the  DOR  is  familiar  with  zapper 
technology  and  has  taken  steps  to  monitor  for  the  use  of  zappers.  Flowever, 
the  DOR  has  not  identified  any  business  using  zappers,  and  is  not  aware  of 
pending  legislation  to  address  zapper  technology. 

The  DOR  work  with  the  General  Assembly  on  legislation  to  address  the 
possession  and  use  of  automated  sales  suppression  devices  by  businesses. 

The  Department  reviews  and  makes  recommendations  with  respect  to 
existing  laws  and  proposed  legislation  every  year.  The  Department  will 
review  this  issue  and  support  appropriate  legislation. 
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The  Department  of  Revenue  (DOR)  was  created  by  Article  IV,  Section  1 2, 
Missouri  Constitution  as  the  central  collection  agency  for  state  revenues. 
The  Director  of  Revenue  is  appointed  by  the  Governor,  with  the  advice  and 
consent  of  the  Senate,  and  is  responsible  for  all  operations  and  policies. 
DOR  responsibilities  include: 

1)  Administering  and  collecting  state  taxes  and  fees,  including  sales 
and  use  tax,  motor  vehicle  sales  tax,  and  highway  use  tax. 

2)  Collecting  certain  taxes  and  fees  for  local  governments,  including 
local  sales  and  use  tax. 

3)  Titling  and  licensing  motor  vehicles,  trailers,  and  boats. 

4)  Licensing  motor  vehicle  operators. 

The  DOR  consists  of  four  divisions  and  the  Director's  office. 

Motor  Vehicle  and  Driver  Licensing  Division:  This  division  consists  of 
three  bureaus.  1)  The  Motor  Vehicle  Bureau  issues  titles  and  registers  motor 
vehicles,  trailers,  all-terrain  vehicles,  manufactured  homes,  and  marine  craft. 
In  addition,  the  bureau  issues  registration  certificates  to  motor  vehicle  and 
salvage  dealers  and  leasing  companies.  2)  The  Driver  Licensing  Bureau 
issues,  renews,  suspends,  revokes,  and  reinstates  driver  and  nondriver 
licenses  and  driving  permits.  The  bureau  also  processes  and  maintains 
records  regarding  license  issuance,  traffic  violation  point  assessments,  and 
failure  to  appear  in  court  for  traffic  violations,  and  administers  the  alcohol 
and  abuse  laws  for  alcohol/drug  offenders.  3)  The  License  Offices  Bureau 
manages  the  operations  of  the  contract  license  offices  throughout  the  state. 
These  local  offices  provide  driver  licensing  and  motor  vehicle  services.  This 
division  collects  motor  vehicles  sales  and  use  taxes. 

Taxation  Division:  This  division  consists  of  four  bureaus  which  collect 
taxes  and  administer  state  tax  law.  1)  The  Business  Tax  Bureau  administers 
sales  and  use,  financial  institutions,  insurance  premiums,  franchise,  cigarette 
and  other  tobacco  products,  motor  fuel,  corporate  income,  withholding,  and 
county  taxes  and  fees.  2)  The  Personal  Tax  Bureau  administers  individual 
income,  partnership,  fiduciary,  and  estate  taxes,  plus  the  property  tax  credit 
and  homestead  preservation  tax  credit.  3)  The  Collections  and  Tax 
Assistance  Bureau  provides  tax  assistance  to  individuals  and  businesses  and 
handles  unpaid  tax  liabilities.  4)  The  Field  Compliance  Bureau  audits 
businesses  both  in-state  and  out-of-state  to  ensure  compliance  with  the 
state's  tax  laws. 

Administration  Division:  This  division  consists  of  two  bureaus.  1)  Personnel 
Services  Bureau  is  responsible  for  the  DOR  personnel  matters,  policies  and 
procedures,  training,  and  written  communications.  2)  The  Financial  and 
General  Services  Bureau  is  responsible  for  accounting,  procurement. 
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Reinvestment  Act  2009 
(Federal  Stimulus) 


Department  of  Revenue 
Sales  and  Use  Tax 

Organization  and  Statistical  Information 


banicing,  and  general  services  such  as  telecommunications,  safety  issues, 
and  maintenance. 

Legal  Services  Division:  This  division  ensures  DOR  compliance  with  law 
and  internal  policies.  The  General  Counsel's  Office  advises  the  director  and 
divisions  on  legal  matters  and  represents  the  DOR  in  court.  The  Criminal 
Tax  Investigation  Bureau  investigates  and  develops  information  for  local 
prosecution  of  individuals  and  businesses  suspected  of  violating  laws  the 
DOR  administers.  The  Compliance  and  Investigation  Bureau  investigates 
illegal  motor  vehicle  titling  and  registration,  odometer  fraud,  and  tax  fraud 
involving  motor  fuel  sales  tax.  The  bureau  also  reviews  and  evaluates  the 
DOR  administrative,  operations,  and  internal  accounting  controls  and 
contract  license  offices. 

Director's  Office:  This  office  includes  the  Director,  Deputy  Director  and  key 
administrative  staff.  The  Director  of  Communications  works  with  the  news 
media  and  acts  as  the  DOR  spokesperson.  The  legislative  liaison  manages 
the  DOR  relationship  with  the  General  Assembly  and  other  governmental 
branches.  This  office  also  develops  fiscal  and  revenue  estimates  on 
proposed  legislation. 

The  Directors  of  Revenue  from  July  2008  to  November  2012  include: 

Omar  D.  Davis,  December  2007  to  January  2009 
Karen  King  Mitchell,  January  2009  to  July  2009 

Alana  M.  Barragan-Scott,  (Acting)  July  2009  to  November  2012  (officially 
appointed  Director  in  October  2009) 

In  December  2012,  Brian  K.  Long  was  appointed  Director. 

The  DOR  did  not  receive  any  federal  stimulus  monies  for  sales  and  use  tax 
operations  during  the  3 years  ended  June  30,  2011. 


Department  of  Revenue 
Sales  and  Use  Tax 

Combined  Statement  of  Receipts  and  Distributions  - State  Funds 
Year  Ended  June  30. 20 1 1 


Department  of  Revenue 
Sales  and  Use  Tax 

Combined  Statement  of  Receipts  and  Distributions  - State  Funds 
Year  Ended  June  30, 2010 


Department  of  Revenue 
Sales  and  Use  Tax 

Combined  Statement  of  Receipts  and  Distributions  - State  Funds 
Year  Ended  June  30, 2009 


FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  BILL  NO.  190 

98TH  GENERAL  ASSEMBLY 

2015 

0805S.02T 

AN  ACT 

To  repeal  section  92.402,  RSMo,  and  to  enact  in  lieu  thereof  one  new  section  relating 
to  public  mass  transportation  sales  taxes. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Missouri,  as  follows: 

Section  A.  Section  92.402,  RSMo,  is  repealed  and  one  new  section  enacted 
2 in  lieu  thereof,  to  be  known  as  section  92.402,  to  read  as  follows: 

92.402.  1.  Any  city  may,  by  a majority  vote  of  its  council  or  governing 

2 body,  impose  a sales  tax  for  the  benefit  of  the  public  mass  transportation  system 

3 operating  within  such  city  as  provided  in  sections  92.400  to  92.421. 

4 2.  The  sales  tax  may  be  imposed  at  a rate  not  to  exceed  one-half  of  one 

5 percent  on  the  receipts  from  the  sale  at  retail  of  all  tangible  personal  property  or 

6 taxable  services  at  retail  within  any  city  adopting  such  tax,  if  such  property  and 

7 services  are  subject  to  taxation  by  the  state  of  Missouri  pursuant  to  the 

8 provisions  of  sections  144.010  to  144.525.  Seven  and  one-half  percent  of  the  sales 

9 tax  shall  be  distributed  to  the  interstate  transportation  authority  pursuant  to  the 

10  provisions  of  section  92.421.  The  [remainder  of  the  tax  in  excess  of  such  seven 

11  and  one-half  percent  shall  expire  on  December  31,  2015,  on  which  date  the] 

12  authority  shall  be  in  full  compliance  with  handicapped  accessibility  pursuant  to 

13  the  terms  of  the  Americans  with  Disabilities  Act. 

14  3.  Within  ten  days  after  the  adoption  of  any  ordinance  imposing  such  a 

15  sales  tax,  the  city  clerk  shall  forward  to  the  director  of  revenue  by  United  States 

16  registered  mail  or  certified  mail  a certified  copy  of  the  ordinance  of  the  council  or 

17  governing  body.  The  ordinance  shall  reflect  the  effective  date  thereof  and  shall 

18  be  accompanied  by  a map  of  the  city  clearly  showing  the  boundaries  thereof. 

EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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19  4.  If  the  boundaries  of  a city  in  which  such  sales  tax  has  been  imposed 

20  shall  thereafter  be  changed  or  altered,  the  city  clerk  shall  forward  to  the  director 

21  of  revenue  by  United  States  registered  mail  or  certified  mail  a certified  copy  of 

22  the  ordinance  adding  or  detaching  territory  from  the  city.  The  ordinance  shall 

23  reflect  the  effective  date  thereof,  and  shall  be  accompanied  by  a map  of  the  city 

24  clearly  showing  the  territory  added  thereto  or  detached  therefrom.  Upon  receipt 

25  of  the  ordinance  and  map,  the  tax  imposed  by  sections  92.400  to  92.421  shall  be 

26  effective  in  the  added  territory  or  abolished  in  the  detached  territory  on  the 

27  effective  date  of  the  change  of  the  city  boundary. 

/ 


EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 


COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

FISCAL  NOTE 


L.R.  No.:  0805-04 

Bill  No.:  HCS  for  SCS  for  SB  1 90 

Subject:  Kansas  City;  Taxation  and  Revenue  - Sales  and  Use;  Transportation 

Type:  Original 

Date:  May  1,2015 


Bill  Summary:  This  proposal  would  remove  the  current  expiration  date  for  the  Kansas 

City  transportation  sales  tax  and  would  add  statutory  audit  requirements 
for  transportation  development  districts. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
General  Revenue 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  ( ) indicate  costs  or  losses. 
This  fiscal  note  contains  7 pages. 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  oil  All 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

□_  Estimated  Net  Effect  (expenditures  or  reduced  revenues)  expected  to  exceed  $100,000  in  any 
of  the  three  fiscal  years  after  implementation  of  the  act. 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Local  Government  * 

$0 

$0 

$0 

* Net  of  additional  revenues  and  expenditures. 
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FISCAL  ANALYSIS 


L.R.No.  0805-04 
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May  1,2015 


ASSUMPTION 


Section  92,402,  RSMo.  - Kansas  City  Area  Transportation  Sales  Tax: 

This  proposal  would  eliminate  the  expiration  of  a portion  of  the  Kansas  City  Area  Transportation 
Sales  Tax.  (Under  current  law  that  portion  of  the  tax  is  scheduled  to  expire  December  3 1,  201 5.) 

Officials  from  the  City  of  Kansas  City  stated  this  proposal  would  maintain  transportation  sales 
tax  revenues  of  $12,166,167  for  January  1,  2016  to  April  30,  2016,  and  $36,500,000  per  year  for 
FY  2017  and  FY  2018. 

Oversight  has  no  independent  information  regarding  transportation  sales  tax  revenues  and  will 
assume  for  fiscal  note  purposes  the  City  of  Kansas  City  response  is  the  best  available  estimate  of 
the  impact  of  this  proposal. 

Oversight  notes  that  current  provisions  would  let  a portion  of  the  sales  tax  expire  on  December 
31,  2015  (FY  2016)  and  the  proposal  would  extend  the  sales  tax  indefinitely.  If  the  sales  tax 
expired,  the  revenue  reduction  for  the  City  of  Kansas  City  from  January  1,  2016  to  June  30,  2016 
(FY  2016)  would  be  ($36,500,000  x 6/12)  = $18,250,000  (disregarding  reporting  and  distribution 
delays),  and  the  fiscal  impact  of  this  proposal  for  FY  2017  and  FY  2018  would  be  $36,500,000 
per  year.  Oversight  will  include  these  amounts  in  this  fiscal  note. 

For  simplicity,  Oversight  will  not  include  any  impact  for  the  Department  of  Revenue's  collection 
costs.  Oversight  will  also  assume  that  all  or  substantially  all  of  the  sales  tax  revenues  would  be 
expended  on  transportation  costs  and  will  so  indicate  in  this  fiscal  note. 

Officials  from  the  Kansas  City  Election  Board  assumed  a previous  version  of  this  proposal 
could  result  in  jurisdiction- wide  election  at  a cost  of  $400,000. 

Oversight  notes  that  current  provisions  regarding  the  ICCATA  Sales  Tax  do  not  appear  to 
provide  for  an  election. 

Officials  from  the  Office  of  the  Secretary  of  State,  the  Joint  Committee  on  Administrative 
Rules,  the  Department  of  Revenue,  the  Jackson  County  Election  Board,  and  the  Platte 
County  Board  of  Elections  assumed  a previous  version  of  this  proposal  would  have  no  fiscal 
impact  on  their  organizations. 
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ASSUMPTION  (continued) 

Officials  from  the  Office  of  Administration  - Division  of  Budget  and  Planning  assumed  a 
previous  version  of  this  proposal  would  have  no  fiscal  impact  on  their  organization. 

Not  responding: 

Officials  from  Jackson  County,  Belton,  Excelsior  Springs,  Gladstone,  Grandview,  Harrisonville, 
Independence,  the  Kansas  City  Area  Transit  Authority,  Kearney,  Lees  Summit,  Liberty, 

Peculiar,  Raytown,  Sugar  Creek,  Cass  County  Elections,  Clay  County,  the  Clay  County  Board  of 
Election  Commissioners,  the  Jackson  County  Executive,  and  Platte  County  did  not  respond  to 
our  request  for  fiscal  information. 

Sections  105,145,  238.222,  and  238.272,  RSMo.  - Transportation  Development  Districts: 

Changes  to  these  provisions  would  provide  specific  statutory  audit  requirements  for 
transportation  development  districts. 

Officials  from  the  Office  of  the  State  Auditor  assumed  similar  language  in  HCS  for  HB  477  LR 
1681-03  would  have  no  fiscal  impact  on  their  organization. 

In  response  to  similar  language  in  HCS  for  HB  477  LR  1681-03,  officials  from  the  Department 
of  Revenue  assumed  this  legislation  would  require  the  department  to  create  a form.  DOR 
officials  assumed  the  form  could  be  set  up  in  the  department’s  existing  county  fees  system 
without  any  additional  resources. 

Oversight  notes  the  Office  of  the  State  Auditor  (SAO)  issued  report  No.  2013-065  in  2013 
entitled  Transportation  Development  Districts  regarding  their  financial  statement  reporting 
requirements.  The  report  stated  as  of  December  3 1 , 20 1 1 , 49  districts  (of  the  176  at  the  time) 
filed  financial  statements/audit  reports  late  or  did  not  file  financial  statements  with  the  Office  of 
the  State  Auditor  at  all.  While  a fine  for  late  filing  of  financial  statements  is  provided,  Section 
105.145.8  currently  does  not  establish  the  agency  responsible  for  the  assessment  or  a collection 
mechanism  for  these  fines;  therefore,  no  fine  revenue  has  been  collected  to  date.  The  report  also 
stated,  as  of  February  1,  2013,  the  potential  accumulated  fine  amounts  were  $16,859,000. 
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ASSUMPTION  (continued) 

IT  impact 

DOR  officials  provided  an  estimate  of  the  IT  cost  to  implement  this  proposal  of  $10,449  based 
on  139  hours  of  programming  at  the  current  state  contract  rate  for  IT  services. 

Oversight  assumes  DOR  could  absorb  the  IT  cost  to  implement  this  proposal  with  existing 
resources. 

Oversight  also  notes  this  proposal  would  require  future  fine  revenue  to  be  distributed  to  local 
school  districts  (after  the  Department  of  Revenue  retains  a collection  fee  of  not  more  than  two 
percent)  in  the  same  maimer  that  proceeds  for  all  penalties,  forfeitures,  and  fines  collected  for  any 
breach  of  the  penal  law  of  the  state  are  distributed. 

Oversight  assumes  the  $500  fine  is  already  established  in  statutes  and  that  Transportation 
Development  Districts  (currently  195  districts)  would  timely  submit  their  financial  statements. 
Therefore,  Oversight  will  assume  no  additional  fiscal  impact  from  this  proposal. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from 
Department  of  Transportation  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from  the  City  of 
Kansas  City  Public  School  District  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

Bill  as  a whole  response 

Officials  from  the  Platte  County  Board  of  Elections  assume  this  proposal  would  have  no  fiscal 
impact  on  their  organization. 
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FISCAL  IMPACT  - State  Government 


FY  2016 
(10  Mo.) 


FY  2017 


$0 


$0 


FISCAL  IMPACT  - Local  Government 


FY  2016 
(10  Mo.) 


FY  2017 


LOCAL  GOVERNMENTS 

Additional  revenue  - City  of  Kansas  City 

Sales  tax  $18,250,000  $36,500,000 

Additional  expenditures  - City  of  Kansas 
City 

Transportation  ($18,250,000)  ($36,500,000) 

ESTIMATED  NET  EFFECT  ON 

LOCAL  GOVERNMENTS  M $0 


§0 

FY  2018 

$36,500,000 

($36,500,000) 

$0 
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FISCAL  IMPACT  - Small  Business 


No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a result  of  this  proposal. 
FISCAL  DESCRIPTION 


The  proposed  legislation  would  remove  the  current  expiration  date  for  the  Kansas  City 
transportation  sales  tax  and  would  provide  specific  statutory  requirements  for  audits  of 
transportation  development  districts. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not 
require  additional  capital  improvements  or  rental  space. 

SOURCES  OF  INFORMATION 


Office  of  the  Secretary  of  State 

Joint  Committee  on  Administrative  Rules 

Office  of  Administration 

Division  of  Budget  and  Planning 
Department  of  Revenue 
City  of  Kansas  City 
Platte  County  Board  of  Elections 


Mickey  Wilson,  CPA 

Director 

May  1,  2015 


Ross  Strope 
Assistant  Director 
May  1,  2015 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  St.  Louis  Community  College, 
and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

Potential  costs  to  state  and  local  governmental  entities  are  unknown,  but  could  be  significant. 

The  proposal's  passage  would  impact  governmental  entity's  ability  to  revise  their  tax  structures. 

State  and  local  governments  expect  no  savings  from  this  proposal. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  11,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 

Article  X (2016-054) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Chuck  Hatfield  on  May  7,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

administrative  rules  • Business  Services  • Elections  • publications  • Securities  • State  archives  • State  library  • wolfner  Library 


County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8 day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 

this  petition,  I am  a registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title) 
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STATE  OF  MISSOURI, 
COUNTY  OF 


> being  first  duly  sworn,  say  (print  or  type  names  of  signers) 

(Petition  Circulator’s  Printed  Name) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

Zip 

Code 

Congr. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Street  address  of  Affiant 

Printed  Name  of  Affiant  City,  State  and  Zip  Code  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. . 

Notary  Public  (Seal) 

Signature  of  Notary 


Address  of  Notary 


My  commission  expires: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adding  one  new  section  to  be  known  as  Section  26,  to  read  as 
follows: 

Section  26.  The  state  is  hereby  prohibited  from  imposing  a sales  or  use  tax  on  any  service 
or  activity  that  was  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-054) 


Subject 

Initiative  petition  from  Chuck  Hatfield  regarding  a proposed  constitutional  amendment  to 
Article  X.  (Received  May  1 1,  2015) 


Date 


June  1,  2015 

Description 

This  proposal  would  amend  Article  X of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  State  Tax  Commission. 

Marc  Ellinger  provided  information  on  this  proposal  to  the  State  Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
cost  to  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition.  Although  the  proposal  would  limit  the  ability  of  the 
state  to  revise  its  sales  tax  structure,  it  is  impossible  for  their  department  to  detennine 
what  tax  revenues  the  state  might  forgo  as  a result  or  the  impact  the  limit  would  have  on 
appropriations  to  higher  education.  Consequently,  while  they  do  not  believe  the  proposal 
would  have  a direct  fiscal  impact  on  their  department,  the  actual  potential  impact  is 
unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  fiscal  impact  from 
this  proposal  is  unknown.  While  there  would  appear  to  be  no  current  and  direct  fiscal 
impact  from  these  provisions  on  their  department,  they  would  certainly  and  perhaps 
severely  limit  what  state  and  local  governments  can  do  in  the  future  in  terms  of  changing 
the  way  taxes  are  handled. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  petition  will  have  no  fiscal 
impact  on  their  department. 

Department  officials  provided  the  following  additional  information: 


They  reviewed  the  comments  submitted  and  disagree  with  the  assumptions.  Please  see 
below: 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
lawyer  FTEs 

The  department  feels  there  is  already  a sufficient  legal  staff  available  to  handle  any 
possible  new  litigation. 

The  Initiative  Petition  will  require  a substantial  increase  in  Department  of  Revenue 
non-lawyer  FTEs 

The  department  currently  maintains  records  of  all  exemptions  under  Missouri  law  and 
how  they  apply.  These  provisions  will  not  change  anything. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Parks  and  Soils  tax 

Both  are  constitutional  provisions.  This  provision  does  not  trump  the  tax  or  the  need  for 
election  in  another  provision.  Also,  the  tax  is  imposed  as  of  January  1,  2015.  Therefore, 
it  may  still  be  approved  to  continue  after  that  date. 

The  Initiative  Petition  will  eliminate  the  revenue  from  the  Kansas  City 
transportation  sales  tax 

The  tax  is  imposed  as  of  January  1,  2015.  Therefore,  it  may  still  be  approved  to  continue 
after  that  date.  Where  there  is  some  litigation  risk,  the  law  already  says  that  there  must 
be  a vote  to  extend.  This  provision  should  not  impact  that  fact. 

Officials  from  the  Department  of  Public  Safety  indicated  this  petition  could  restrict 
their  ability  to  establish  a way  to  fund  public  safety  programs  going  forward,  but  the 
fiscal  impact  would  not  measurable  at  this  point. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  there  will  be 
no  fiscal  impact. 


Officials  from  the  Office  of  Administration  indicated: 


The  proposal  enacts  a new  section  (Section  26)  in  Article  X of  the  Missouri  Constitution. 
This  section  would  prohibit  the  state  from  imposing  sales  or  use  tax  on  anything  not 
subject  to  sales  or  use  tax  on  January  1,  2015. 

The  state  sales  tax  base  continues  to  shrink  as  the  amount  of  Internet  sales  increases. 
This  proposal  would  prevent  the  state  from  modernizing  its  taxing  structure  in  the  future 
to  include  Internet  sales,  which  would  negatively  impact  the  state's  ability  to  raise 
sufficient  revenue  to  support  vital  state  services.  This  proposal  would  also  negatively 
impact  the  state's  ability  to  restructure  tax  policy  in  the  future. 

This  proposal  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  from  St.  Louis  County  indicated  although  there  would  be  no  impact  on  existing 
revenue  streams,  passage  of  this  initiative  petition  would  preclude  the  state  of  Missouri 
from  enabling  their  county's  proposed  law  enforcement  sales  tax  for  unincorporated 
areas.  This  would  eliminate  potential  future  revenues  of  $16  million  to  their 
county.  This  petition  would  also  tie  the  hands  of  future  legislators  in  tenns  of  authorizing 
any  need-specific  sales  or  use  taxes  in  coming  years. 

Officials  from  the  City  of  Columbia  indicated  it  does  not  appear  to  have  a fiscal  impact 
unless  reduced  sales  and  use  tax  revenues  affect  state  funding  sources  that  help  support 
local  programs  through  grants,  incentives  or  other  arrangements. 

Officials  from  the  City  of  Kansas  City  indicated: 

Initiative  Petition  16-054  would  prohibit  the  state  from  imposing  a sales  or  use  tax  on  any 
service  or  activity  that  was  not  subject  to  a sales  or  use  tax  on  January  1,  2015.  Initiative 
Petition  16-055  would  prohibit  the  state  from  imposing  any  new  tax  on  services  or 
activities  that  were  not  subject  to  tax  on  January  1,  2015.  In  the  2015  session,  the 
Missouri  legislature  passed  Senate  Bill  190  to  eliminate  the  December  31,  2015 
expiration  date  of  the  Kansas  City  transportation  sales  tax.  If  Initiative  Petitions  16- 
054  and  16-055  are  adopted  and  interpreted  so  as  to  nullify  Senate  Bill  190  and  cause  the 
Kansas  City  transportation  sales  tax  to  expire  on  December  31,  2015,  Kansas  City  would 
sustain  the  following  revenue  losses: 

Revenue  Loss  from  Kansas  City  transportation  sales  tax 
Fiscal  Year  2016:  $12,166,667  loss  (period  of  1/1/16  to  4/30/16) 

Fiscal  Year  2017:  $36,500,000  loss 
Fiscal  Year  2018:  $36,500,000  loss 
All  future  fiscal  years  after  2018:  $36,500,000  loss 

These  two  initiatives  could  also  be  interpreted  to  prevent  the  Missouri  legislature  from 
fully  adopting  the  Streamlined  Sales  Tax  and  taxing  remote  on-line  sales  if  Congress 
were  to  enact  the  Marketplace  Fairness  Act.  The  Marketplace  Fairness  Act  would  enable 
states  and  local  governments  to  levy  sales  and  use  tax  on  Internet  purchases  by  their 
residents  from  out-of-state  merchants.  The  future  revenue  loss  to  Kansas  City  from  the 
inability  to  levy  sales  and  use  tax  on  Internet  purchases  from  out-of-state  merchants  is 
estimated  at  $203  million  per  year. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  unknown  impact  for  their 
college. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 


Marc  Ellinger  provided  the  following  information  for  this  initiative  petition. 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative 
Petition  that  was  filed  by  Chuck  Hatfield  on  May  7,  2015.  The  initiative  petition  has  been 
labeled  by  the  Secretary  of  State  as  2016-054. 

The  initiative  petition  would  prohibit  the  state  from  imposing  a sales  or  use  tax  on 
any  service  or  activity  that  was  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 

(1)  Initiative  Petition  2016-054  will  require  a substantial  increase  in  Department 

of  Revenue  lawyer  FTEs 

The  Initiative  Petition  will  increase  costs  to  the  state  due  to  increased  litigation  as 
a result  of  the  proposed  measure.  The  largest  component  of  “litigation  costs”  is  the 
personnel  costs.  The  Department  of  Revenue  currently  employs  a small  army  of  lawyers. 
In  2014,  the  State  spent  more  than  1.6  million  dollars  of  taxpayer  money  to  fund  the 
salaries  of  the  Department’s  lawyers.  (See  Appendix  A).  Since  2010,  the  Director  of 
Revenue  has  been  a party  to  more  than  fifty  Missouri  Supreme  Court  cases.1 

Whether  or  not  a service  or  activity  is  currently  subject  to  sales  or  use  tax  has  been 
subject  the  focus  of  considerable  litigation,  especially  in  recent  years.  Already  this  year, 
the  Missouri  Supreme  Court  has  decided  Alberici  Constructors,  Inc.  v.  Director  of 
Revenue , 452  S.W.3d  632  (Mo.  banc  2015)  (a  use  tax  case),  Fred  Weber  Inc.  v.  Director 
of  Revenue,  452  S.W.3d  628  (Mo.  banc  2015)  (a  sales  tax  case),  Ben  Hur  Steel  Worx  v. 
Director  of  Revenue,  452  S.W.3d  624  (Mo.  banc  2015)  (a  sales  and  use  tax  case),  Five 
Delta  Alpha,  LLC  v.  Director  of  Revenue,  — S.W.3d  — , 2015  WL  777898  (Mo.  banc 

1 See,  generally,  www.courts.mo.gov/casenet. 
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2015)  (a  use  tax  case),  and  Tatson,  LLC  v.  Director  of  Revenue,  456  S.W.3d  43  (Mo. 
banc  2015)  (a  sales  tax  case).  These  cases  account  for  14%  of  the  total  cases  handed 
down  so  far  this  year  by  the  Missouri  Supreme  Court. 

Furthermore,  an  amendment  of  this  type  would  incentivize  parties,  who  previously 
would  have  reached  a settlement  with  the  Department,  to  seek  a legal  determination  that 
their  services  and/or  activities  were  not  subject  to  a sales  or  use  tax  on  January  1,  2015. 
Such  determination  would  essentially  provide  them  with  a perpetual  exemption  from  tax. 

The  increase  in  litigation  will  necessitate  additional  lawyer  FTEs  for  the 
Department  of  Revenue.  These  costs  should  be  included  in  the  Fiscal  Note  Summary.  At 
the  very  least,  the  Fiscal  Note  Summary  should  state  “the  proposal’s  passage  will  likely 
lead  to  increased  litigation-related  costs.” 

(2)  Initiative  Petition  2016-054  will  require  a substantial  increase  in  Department 

of  Revenue  non-lawyer  FTEs 

The  initiative  would  also  prohibit  the  state  from  repealing  any  of  the  current 
exemptions  in  Missouri’s  sales  and  use  tax  law.  Thus,  the  initiative  would  require  the 
Department  to  track  current  exemptions.  In  a 2013  audit,  the  Department  of  Revenue 
admitted  it  does  not  currently  track  or  report  exemptions  and  stated  “to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in  FTE[.]” 

2 This  language  was  previously  adopted  by  the  Auditor  for  Initiative  Petitions  2016-021  and 
2016-022  (attached  hereto  as  Appendix  B). 

3 http ://auditor .mo. gov/Repository/Press/20 13-01 5 .pdf  (attached  hereto,  without  Appendixes,  as 
Appendix  C). 
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(3)  Initiative  Petition  2016-054  will  eliminate  the  revenue  from  the 

Parks  and  Soils  tax 

The  proposed  measure  essentially  prohibits  any  new  sales  or  use  taxes.  The 
existing  Parks  and  Soils  tax  in  Article  IV,  Section  47(a)  of  the  Missouri  Constitution, 
which  imposes  a sales  tax  of  one-tenth  of  one  percent,  expires  in  2016.  Mo.  Const,  art. 
IV,  Section  47(c).  Without  additional  voter  approval,  Sections  47(a),  (b),  and  (c) 
terminate.  As  of  January  1,  2015  there  is  not  a sales  or  use  tax  under  Section  47  of  the 
Missouri  Constitution  on  or  after  2016.  The  initiative  effectively  eliminates  the  Parks 
and  Soils  tax  after  2016.  The  amount  collected  in  FY2014  from  the  state  sales  and  use 
tax  for  Parks  and  Soils  was  $76, 12 1,334.4  That  is  an  increase  over  the  $67.9  million  that 
was  collected  in  FY2010.  The  loss  to  the  state  in  2017  as  a result  of  the  elimination  of 
the  Parks  and  Soils  tax  in  Article  IV,  Section  47  will  be  at  least  $76  million  dollars. 

(4)  Initiative  Petition  2016-054  will  eliminate  the  revenue  from  the  Kansas  City 

transportation  sales  tax 

In  2015,  the  legislature  passed  Senate  Bill  190  (attached  as  Appendix  D)  which 
would  extend  the  Kansas  City  transportation  sales  tax  indefinitely.  However,  the 
proposed  measure  prohibits  any  new  sales  or  use  taxes  that  were  not  in  effect  as  of 
January  1,  2015.  As  of  January  1,  2015,  there  was  no  Kansas  City  transportation  sales 
tax  on  or  after  December  31,  2015.  As  such,  the  state  would  be  prohibited  from  imposing 

4 http://dor.mo.gov/pdf/fmancialstatreportl4.pdf. 
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or  extending  such  tax  as  a result  of  Initiative  Petition  2016-054.  If  the  sales  tax  expires, 
the  result  is  a loss  to  the  City  of  Kansas  City  in  the  amount  of  $36.5  million  dollars 
annually  (Fiscal  Note  for  SB  190  attached  as  Appendix  E). 

Conclusion 

No  savings  or  reduction  in  costs  to  state  government  can  be  gleaned  in  any  manner 
from  the  proposed  Initiative  Petition.  Additionally,  since  the  local  sales  taxes  are  based 
upon  the  State  Sales  Tax  Act,  the  limitations  noted  above  would  therefore  affect  local 
sales  and  use  taxes.  Thus  local  governments  could  also  see  reduced  revenues  in  the 
future  as  a result  of  the  proposed  measure. 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  the 
state.  The  proposed  measure  will  increase  litigation  related  costs,  eliminate  the  state 
Parks  and  Soils  tax,  and  eliminate  the  Kansas  City  transportation  sales  tax.  Any  estimate 
of  fiscal  impact  of  the  proposed  measure  must  include  these  significant  losses  in  order  to 
adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase  “unknown” 
suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could  be 
positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2) 
any  savings,  or  (3)  any  increased  revenues,  such  ambiguity  cannot  be  included  in  the 
fiscal  note  summary.  Therefore  use  of  the  word  “unknown,”  unless  it  includes  the  phrase 
“negative  impact,”  is  improper. 
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9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

MARTIN,  SPENCER  ADAM 

9,766.60 

2014 

REVENUE 

ASSOCIATE  COUNSEL 

SANDERS,  MARIA  A 

30,983.49 

2014 

REVENUE 

CHIEF  COUNSEL 

MONAGHAN,  MAUREEN  M 

65,583.00 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

HALE,  JONATHAN  HOWARD 

41,588.75 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

KISLING,  MICHAEL SHAYNE 

70,483.08 

2014 

REVENUE 

GENERAL  COUNSEL  - DIVISION 

PLAGGENBERG,  JOSEPH  G 

1,875.00 

2014 

REVENUE 

LEGAL  COUNSEL 

AUSMUS,  MARK  DAVID 

37,642.50 

2014 

REVENUE 

LEGAL  COUNSEL 

BERNSEN,  TORY  DOWD 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

CONWAY,  STEPHEN 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

COOPER,  CAMERON  H 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

HOUDEK,  THOMAS  A 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

KENNEDY,  DANIEL  J 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

MARTIN,  SPENCER  ADAM 

34,055.50 

2014 

REVENUE 

LEGAL  COUNSEL 

SLAWSON,  BENJAMIN  C 

43,023.00 

2014 

REVENUE 

LEGAL  COUNSEL 

VEIT,  DAWN  RENEE 

12,228.41 

2014 

REVENUE 

LEGAL  COUNSEL 

VITALE,  DESIREE  JUDE 

48,483.00 

2014 

REVENUE 

MANAGING  COUNSEL 

BERTELS,  RYAN  EUGENE 

4,361.59 

2014 

REVENUE 

MANAGING  COUNSEL 

FREUDENBERG,  ROGER  L. 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GINTHER,  STEVEN  ALLAN 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

GOOCH,  CHARLES  L 

67,602.12 

2014 

REVENUE 

MANAGING  COUNSEL 

LAKS,  YAMINI  A. 

51,729.10 

2014 

REVENUE 

MANAGING  COUNSEL 

MILLER,  DALE  WOOD 

39,660.62 

2014 

REVENUE 

SENIOR  COUNSEL 

ALLEN,  CHANDREKAN. 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

BRIGHT,  DEANNA  MARIE 

15,642.69 

2014 

REVENUE 

SENIOR  COUNSEL 

CHENAULT,  JAMES  A. 

60,363.48 

2014 

REVENUE 

SENIOR  COUNSEL 

COX,  JOSEPH  M 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LAFAVER,  BEVERLY  L 

54,718.44 

2014 

REVENUE 

SENIOR  COUNSEL 

LAKS,  YAMINI  A. 

2,708.33 

2014 

REVENUE 

SENIOR  COUNSEL 

LAUGHLIN,  JANE  A 

59,983.08 

2014 

REVENUE 

SENIOR  COUNSEL 

LISSANT,  SUSAN  LEAH 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

MOREAU,  SHERYL  L 

28,738.76 

2014 

REVENUE 

SENIOR  COUNSEL 

MURRAY,  MICHAEL  LEE 

56,987.16 

2014 

REVENUE 

SENIOR  COUNSEL 

PRITCHARD,  JAN 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

ROSE,  GLORIA  JEAN 

59,445.71 

2014 

REVENUE 

SENIOR  COUNSEL 

SANDERS,  MARIA  A 

20,112.03 

2014 

REVENUE 

SENIOR  COUNSEL 

SPRADLIN,  JAMES  L 

53,611.08 

2014 

REVENUE 

SENIOR  COUNSEL 

SULLIVAN,  STEPHEN  PATRICK 

56,987.16 

Total  1,668,236.41 
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OPINION  LETTER  NO.  26-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  1 (16-021).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-2015-0031 


www.ago.mo.gov 
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OPINION  LETTER  NO.  27-2015 


The  Honorable  John  Watson 
Missouri  State  Auditor 
State  Capitol,  Room  121 
Jefferson  City,  MO  65101 

Dear  Auditor  Watson: 

This  office  received  your  letter  of  March  2,  2015,  submitting  a fiscal  note 
and  fiscal  note  summary  prepared  under  § 116.175,  RSMo,  for  an  initiative 
petition  submitted  by  Jill  Carter,  version  2 (16-022).  The  fiscal  note  summary 
that  you  submitted  is  as  follows: 

Any  potential  costs  or  savings  from  this  proposal  to 
state  and  local  governmental  entities  is  unknown. 

However,  the  proposal’s  passage  will  likely  lead  to 
increased  litigation-related  costs  and  impact  the  ability 
of  state  and  local  governments  to  provide  certain 
health  and  welfare  services. 

Under  § 116.175.4,  RSMo,  we  approve  the  legal  content  and  form  of  the 
fiscal  note  summary.  Because  our  review  of  the  fiscal  note  summary  is 
mandated  by  statute,  no  action  that  we  take  with  respect  to  such  review  should 
be  construed  as  an  endorsement  of  the  initiative  petition  or  as  the  expression  of 
any  view  regarding  the  objectives  of  its  proponents. 


Attorney  General 


OP-20 15-0032 


www.ago.mo.gov 


APPENDIX  C 


February  2013 


Thomas  A.  Schweich 

Missouri  State  Auditor 


CITIZENS  SUMMARY 


Findings  in  the  audit  of  the  Department  of  Revenue,  Sales  and  Use  Tax 


Individual  Consumer  Use  Tax 
and  Internet  Sales 


Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by  the 
general  public  and  are  difficult  to  enforce  and  administer.  The  audit  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  but  notes  the 
unworkable  structure  in  place  now.  Missouri  law  imposes  an  individual 
consumer  use  tax  on  the  storage,  use,  or  consumption  of  tangible  personal 
property  which  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller 
or  the  property  is  tax  exempt.  Also,  use  tax  is  due  on  purchases  from  a seller 
which  is  not  engaged  in  business.  A purchaser  is  required  to  file  a use  tax  return 
if  the  cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  United  States  Supreme  Court  has  held  that  states  cannot  require  companies 
that  do  not  have  a physical  presence  in  the  state  to  collect  state  and  local  sales 
taxes.  University  studies  have  estimated  that  Missouri  state  and  local 
governments  have  lost  and  will  continue  to  lose  sales/use  tax  revenue  of 
between  $358  million  and  $474  million  annually  by  not  collecting  taxes  on 
these  sales.  The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  governments,  and  businesses  to  simplify 
sales  and  use  tax  collection  and  administration  by  retailers  and  states,  intended 
to  minimize  costs  and  administrative  burdens  on  retailers  that  collect  sales  tax 
while  encouraging  out-of-state  sellers  to  collect  tax  on  sales  to  customers  in  the 
Streamlined  states.  Forty-four  states,  including  Missouri,  signed  the  Agreement, 
but  Missouri  has  not  passed  implementing  legislation. 


The  Department  of  Revenue  (DOR)  does  not  include  a specific  line  that 
requires  state  individual  income  taxpayers  to  state  whether  they  made  purchases 
exceeding  $2,000  for  which  sales  or  use  tax  was  not  paid,  and,  as  a result,  most 
taxpayers  are  not  likely  aware  of  the  consumer  use  tax  requirement.  If  the  state 
continues  to  impose  the  individual  consumer  use  tax,  there  are  additional 
enforcement  procedures  the  DOR  should  consider. 

Ongoing  Concerns  The  DOR  does  not  track  and  report  information  regarding  some  sales  and  use 

tax  exemptions,  and  so  the  cost  in  terms  of  reduced  state  revenue  for  each 
exemption  cannot  be  detennined.  DOR  records  indicate  adjustments  to  gross 
sales  receipts  totaled  over  $154  billion,  $144  billion,  and  $147  billion  in  fiscal 
years  2011,  2010,  and  2009,  respectively.  The  DOR  has  agreed  that  tracking 
exemptions  is  a good  idea,  but  it  believes  the  recommendation  increases  the 
reporting  burden  on  vendors  and  has  indicated  the  current  sales  tax  system 
might  not  have  the  capacity  to  handle  the  additional  information.  However,  the 
DOR  and  the  Office  of  Administration  awarded  a contract  in  Februaiy  2012  for 
a new  Missouri  Integrated  Revenue  System  (MIRS)  which  should  not  have 
similar  limitations. 


The  state  is  foregoing  a significant  amount  of  sales  tax  revenue  because  there  is 
no  cap  on  the  amount  of  timely  discounts  large  vendors  can  take.  Business  were 
allowed  to  keep  approximately  $102  million,  $94  million,  and  $95  million  in 
state  and  local  sales  tax  revenues  collected  from  purchases  in  fiscal  years  2011, 
2010,  and  2009,  respectively,  as  an  incentive  for  timely  submitting  state  sales 
tax  payments.  Moreover,  the  DOR  does  not  routinely  report  the  amount  of 
timely  discounts  to  the  General  Assembly. 


When  consumers  overpay  sales  or  use  taxes,  the  DOR  refunds  tire  vendor  the 
overpayment  plus  interest,  but  vendors  are  not  required  to  return  these  funds  to 
the  original  purchaser,  resulting  in  a windfall  for  the  vendor.  The  DOR  has 
previously  agreed  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser,  but,  to  date, 
such  legislation  has  not  been  successful. 

The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from  local 
funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales  and  use 
taxes.  Sales  and  use  tax  refunds,  including  interest,  are  made  from  the  GRF,  and 
adjustments  are  automatically  made  to  reimburse  the  GRF  for  the  principal 
amount  due  from  local  funds.  However,  adjustments  are  not  automatically  made 
to  reimburse  the  GRF  for  the  amount  of  interest  due  from  local  funds.  Although 
the  DOR  has  previously  agreed  that  local  funds  should  pay  their  proportionate 
share  of  this  interest,  the  DOR  has  not  been  able  to  develop  a method  for 
recovering  this  interest  with  the  current  tax  system,  but  according  to  DOR 
personnel  the  new  MIRS  should  not  have  this  limitation. 

Automated  Sales  Suppression  Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation,  transfer, 

Device  or  Possess*on  °f  an  automated  sales  suppression  device  (a  software  program 

commonly  known  as  a zapper).  Zapper  software  enables  businesses  to  evade  tax 
liability  by  altering  the  electronic  sales  records  in  a cash  register  to  make  it 
appear  that  fewer  transactions  have  occurred.  At  least  10  other  states  have 
passed  or  are  considering  similar  legislation. 


In  the  areas  audited,  the  overall  performance  of  this  entity  was  Good.* 


American  Recovery  and 
Reinvestment  Act 
(Federal  Stimulus) 


The  Department  of  Revenue  did  not  receive  any  federal  stimulus  monies  for 
sales  and  use  tax  operations  during  the  audited  time  period. 


*The  rating(s)  cover  only  audited  areas  and  do  not  reflect  an  opinion  on  the  overall  operation  of  the  entity.  Within  that  context,  the 

rating  scale  indicates  the  following: 

Excellent:  The  audit  results  indicate  this  entity  is  very  well  managed.  The  report  contains  no  findings.  In  addition,  if 

applicable,  prior  recommendations  have  been  implemented. 

Good:  The  audit  results  indicate  this  entity  is  well  managed.  The  report  contains  few  findings,  and  the  entity  lias  indicated 

most  or  all  recommendations  have  already  been,  or  will  be,  implemented.  In  addition,  if  applicable,  many  of  the 
prior  recommendations  have  been  implemented. 

Fair:  The  audit  results  indicate  this  entity  needs  to  improve  operations  in  several  areas.  The  report  contains  several 

findings,  or  one  or  more  findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated 
several  recommendations  will  not  be  implemented.  In  addition,  if  applicable,  several  prior  recommendations  have 
not  been  implemented. 

Poor:  The  audit  results  indicate  this  entity  needs  to  significantly  improve  operations.  The  report  contains  numerous 

findings  that  require  management's  immediate  attention,  and/or  the  entity  has  indicated  most  recommendations  will 
not  be  implemented.  In  addition,  if  applicable,  most  prior  recommendations  have  not  been  implemented. 


All  reports  are  available  on  our  website:  http://auditor.mo.gov 
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Thomas  A.  Schweich 

Missouri  State  Auditor 


Honorable  Jeremiah  W.  (Jay)  Nixon,  Governor 
and 

Brian  K.  Long,  Director 
Department  of  Revenue 
Jefferson  City,  Missouri 

We  have  audited  certain  operations  of  the  Department  of  Revenue,  sales  and  use  tax  collections,  as 
required  by  Sections  32.087  and  67.525,  RSMo.  The  scope  of  our  audit  included,  but  was  not  necessarily 
limited  to,  the  years  ended  June  30, 2011, 2010,  and  2009.  The  objectives  of  our  audit  were  to: 

1.  Evaluate  the  department's  internal  controls  over  significant  management  and  financial 
functions. 

2.  Evaluate  the  department's  compliance  with  certain  legal  provisions. 

3.  Evaluate  the  economy  and  efficiency  of  certain  management  practices  and  operations, 
including  certain  financial  transactions. 

Our  methodology  included  reviewing  written  policies  and  procedures,  financial  records,  and  other 
pertinent  documents;  interviewing  various  personnel  of  the  department;  analysis  of  comparative  data 
obtained  from  internal  sources;  and  testing  selected  transactions.  We  obtained  an  understanding  of 
internal  controls  that  are  significant  within  the  context  of  the  audit  objectives  and  assessed  whether  such 
controls  have  been  properly  designed  and  placed  in  operation.  We  tested  certain  of  those  controls  to 
obtain  evidence  regarding  the  effectiveness  of  their  design  and  operation.  We  also  obtained  an 
understanding  of  legal  provisions  that  are  significant  within  the  context  of  the  audit  objectives,  and  we 
assessed  the  risk  that  illegal  acts,  including  fraud,  and  violations  of  contract  or  other  legal  provisions 
could  occur.  Based  on  that  risk  assessment,  we  designed  and  performed  procedures  to  provide  reasonable 
assurance  of  detecting  instances  of  noncompliance  significant  to  those  provisions. 

We  conducted  our  audit  in  accordance  with  the  standards  applicable  to  performance  audits  contained  in 
Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards 
require  that  we  plan  and  perform  our  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  We  believe  that  the 
evidence  obtained  provides  such  a basis. 

The  accompanying  Organization  and  Statistical  Information  is  presented  for  informational  purposes.  This 
information  was  obtained  from  the  department's  management  and  was  not  subjected  to  the  procedures 
applied  in  our  audit  of  the  department. 
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For  the  areas  audited,  we  identified  (1)  a deficiency  in  internal  controls,  (2)  no  significant  noncompliance 
with  legal  provision,  and  (3)  the  need  for  improvement  in  management  practices  and  procedures.  The 
accompanying  Management  Advisory  Report  presents  our  findings  arising  from  our  audit  of  the 
Department  of  Revenue,  sales  and  use  tax  collections. 


Thomas  A.  Schweich 
State  Auditor 


The  following  auditors  participated  in  the  preparation  of  this  report: 


Deputy  State  Auditor: 
Director  of  Audits: 
Audit  Manager: 
In-Charge  Auditor: 
Audit  Staff: 


Harry  J.  Otto,  CPA 
John  Luetkemeyer,  CPA 
Toni  Crabtree,  CPA 
Robyn  Vogt,  M.Acct.,  CPA 
Corey  McComas,  M.Acct.,  CPA 
Aaron  D.  Allen 
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Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Findings 


1.  Individual 

Consumer  Use  Tax 
and  Internet  Sales 


Missouri's  individual  consumer  use  tax  requirements  are  not  well  known  by 
the  general  public,  require  extensive  taxpayer  record  keeping,  are  generally 
not  complied  with,  and  are  difficult  to  enforce  and  administer.  This  report 
expresses  no  opinion  on  the  economic  effect  of  collecting  the  tax  on  the 
economy  of  Missouri;  the  report  simply  notes  the  unworkable  structure  in 
place  now. 


Background  information  state  law  imposes  an  individual  consumer  use  tax  on  the  storage,  use,  or 

consumption  of  tangible  personal  property  in  Missouri.  The  consumer  use 
tax  is  required  to  be  paid  unless  sales  or  use  tax  is  paid  to  the  seller  or  the 
property  is  tax  exempt.  Also,  use  tax  should  be  paid  on  purchases  from  a 
seller  which  is  not  engaged  in  business.  A purchaser  is  required  to  file  an 
annual  use  tax  return  with  the  Department  of  Revenue  (DOR)  if  the 
cumulative  purchases  subject  to  use  tax  exceed  $2,000  in  a calendar  year. 
The  use  tax  is  computed  on  the  purchase  price  of  all  goods  once  purchases 
exceed  $2,000.  Consumer  use  tax  information  and  requirements  are  posted 
on  the  DOR  website. 


The  type  of  purchases  subject  to  use  tax  include,  but  are  not  limited  to,  1) 
catalog  purchases,  2)  magazine  subscriptions,  3)  cross-border  purchases  of 
goods,  4)  TV  marketing  purchases,  5)  computer  software  and  hardware,  6) 
mail-order  supply  purchases,  7)  furniture  and  equipment  purchases  from 
out-of-state  sellers,  8)  purchases  of  goods  over  the  Internet  (e-commerce) 
and  by  phone,  and  9)  purchases  of  goods  from  outside  the  United  States. 
Currently,  state  law  requires  local  businesses  to  collect  sales  tax,  even  if 
they  have  an  online  business,  because  these  businesses  have  a physical 
presence  (nexus)  in  the  state.  However,  under  a 1992  U.S.  Supreme  Court 
ruling1,  states  cannot  require  companies  that  do  not  have  nexus  to  collect 
state  and  local  sales  taxes.  As  a result,  Missouri  cannot  require  businesses 
without  nexus  to  collect  sales  tax  on  goods  sold  to  Missouri  residents. 
Federal  legislation  has  been  proposed  that  would  enable  states  to  require 
online  retailers  to  collect  and  remit  sales  taxes,  while  also  providing 
businesses  with  an  effective  means  to  comply.  Such  legislation  includes  the 
Marketplace  Fairness  Act,  the  Main  Street  Fairness  Act,  and  the 
Marketplace  Equity  Act. 

With  the  increasing  popularity  and  usage  of  the  Internet,  e-commerce  sales 
have  grown  significantly  over  recent  years.  University  studies2  have 


1 Quill  orp  v,  North  Dakota,  504  U.S. 298  (1992) 

2 Bruce,  Donald,  William  F.  Fox,  LeAnn  Luna,  "State  and  Local  Government  Sales  Tax 
Revenue  Losses  from  Electronic  Commerce,"  University  of  Tennessee,  Center  for  Business 
and  Economic  Research,  <http://cber.bus.utk.edu/ecomm.htm>,  accessed  on  April  27,2012; 
and  Huanfm  Ting,  John  Kosash  and  Andrew  Wesemann  (2012).  "Internet  Sales  and  Use  Tax 
Issues  in  Missouri"  Report  01-2012,  University  of  Missouri  Columbia,  Institute  of  Public 
Policy,  <http://ipp.missouri.edu/Publications/306>,  accessed  on  June  5,  2012. 
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estimated  that  Missouri  state  and  local  governments  have  lost  and  will 
continue  to  lose  sales/use  tax  revenue  of  between  $358  million  and  $474 
million  annually  by  not  collecting  taxes  on  these  sales.  Both  studies  also 
noted  that  local  vendors  face  a competitive  disadvantage  because  consumers 
that  make  purchases  online  avoid  paying  sales/use  taxes.  However,  it  is 
possible  that  if  taxes  were  collected  on  e-commerce  sales,  consumer 
purchasing  habits  could  change  resulting  in  less  revenue  for  the  state  than 
forecasted.  The  issues  of  revenue,  consumer  spending  habits,  and  the 
economic  effect  of  increased  taxation  are  beyond  the  scope  of  this  report. 

The  Streamlined  Sales  and  Use  Tax  Agreement  (Agreement)  is  a 
cooperative  effort  among  states,  local  governments,  and  businesses  to 
simplify  sales  and  use  tax  collection  and  administration  by  retailers  and 
states.  The  Agreement  aims  to  minimize  costs  and  administrative  burdens 
on  retailers  that  collect  sales  tax,  while  also  encouraging  out-of-state  sellers 
to  collect  tax  on  sales  to  customers  in  the  Streamlined  states.  Forty-four 
states,  including  Missouri,  signed  the  Agreement,  originally  adopted  in 
November  2002,  and  24  of  these  states  have  passed  legislation  to  conform  to 
the  Agreement.  Legislation  was  introduced  in  Missouri  during  the  2012 
legislative  session  and  in  prior  years  to  implement  the  provisions  of  the 
Agreement;  however,  such  legislation  has  not  passed.  Participation  in  the 
Agreement  is  voluntary  for  businesses  and  consumers;  therefore,  Missouri 
cannot  require  out-of-state  sellers  without  nexus  to  collect  sales  taxes  on 
purchases  made  by  Missouri  residents.  However,  according  to  the 
University  of  Missouri  report,  each  state  that  has  entered  into  the  Agreement 
collected,  on  average,  an  additional  $30.7  million,  in  total,  in  e-commerce 
tax  revenue  between  2005  to  2010. 

Some  states  (such  as  Washington,  North  Dakota,  New  York,  Kansas,  and 
Kentucky)  have  entered  into  agreements  with  large  Internet  sellers,  to 
collect  and  remit  state  and  local  sales  taxes.  Large  Internet  sellers  have  also 
negotiated  deals  with  other  states  to  collect  sales  tax  in  the  future.  In  other 
instances,  Internet  sellers  have  agreed  to  disclose  sales  and  use  tax 
requirements  on  their  Internet  sites  for  certain  states.  Such  disclosures 
inform  customers  that  many  states  require  purchasers  to  file  a sales  or  use 
tax  return  reporting  all  taxable  purchases  that  were  not  taxed  and  to  pay  tax 
on  those  purchases,  and  may  include  a link  to  that  state's  website. 

Individual  income  tax  The  DOR  does  not  include  a specific  line  that  requires  state  individual 

forms  income  taxpayers  to  state  whether  they  made  purchases  exceeding  $2,000 

for  which  sales  or  use  tax  was  not  paid.  As  a result,  most  taxpayers  are  not 
likely  aware  of  the  consumer  use  tax  requirements  as  evidenced  by  the  small 
amount  of  consumer  use  tax  collections. 


Streamlined  Sales  and  Use 
Tax  Agreement 
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According  to  DOR  records,  the  following  consumer  use  tax  was  paid: 


Tax  Year 

2011(1) 

2010 

2009 

2008 

Number  of  individual 

tax  returns 

2,917,023 

2,876,787 

3,019,358 

3,080,945 

Number  of  use  tax 

returns 

168 

190 

125 

96 

Use  tax  paid 

$205,087 

301,474 

1 10,784 

40,714 

(1)  Tax  year  2011  information  through  August,  2012. 

If  the  state  continues  to  impose  the  individual  consumer  use  tax,  there  are 
additional  enforcement  procedures  the  DOR  should  consider.  Our  review  of 
other  states'  procedures  noted  some  states  include  a specific  line  on  its 
individual  income  tax  return  to  report  purchases  made  for  which  sales  or  use 
tax  was  not  paid.  In  addition,  to  reduce  taxpayer  recordkeeping  burden, 
some  states  provide  an  optional  use  tax  reporting  table  which  bases  the 
consumer's  use  tax  liability  on  a percentage  of  adjusted  gross  income  rather 
than  actual  purchases. 

To  increase  taxpayer  compliance  with  existing  individual  consumer  use  tax 
laws,  the  DOR  should  consider  revising  individual  income  tax  forms  to 
include  a specific  line  regarding  purchases  made  for  which  sales  or  use  tax 
was  not  paid,  and  an  optional  use  tax  reporting  table  which  bases  consumer 
use  tax  liability  on  a percentage  of  adjusted  gross  income  rather  than  actual 
purchases. 

The  DOR  revise  the  individual  income  tax  forms  to  increase  taxpayer 
compliance  with  existing  individual  consumer  use  tax  laws. 

The  Department  supports  the  collection  of  all  taxes  due  the  state  of 
Missouri,  including  use  taxes.  However,  adding  a line  on  the  return  may  not 
have  much  impact  on  use  tax  collections,  but  it  would  delay  the  availability 
of  general  revenue  funds.  This  delay  could  be  substantial  in  the  April-May 
time  frame  when  the  majority  of  individual  income  tax  revenues  are 
received. 

Individual  income  tax  revenues  are  all  general  revenue  funds  and  currently 
are  deposited  very  quickly,  usually  the  same  or  next  day  even  during  the 
April-May  time  frame.  If  those  funds  were  combined  with  use  tax  funds,  all 
money  would  need  to  be  deposited  in  a suspense  account  until  the  return  is 
processed  and  the  appropriate  local  and  state  fund  distribution  can  be 
determined.  This  could  delay  availability  of  the  funds  by  as  much  as  six 
weeks.  Hie  Department  will  continue  to  explore  other  ways  to  encourage 
compliance  with  use  tax  knvs  that  do  not  negatively  affect  the  timely 
transfer  of  funds  to  the  general  revenue  fund. 
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We  do  not  agree  with  the  Department's  contention  that  enforcing  existing 
consumer  use  tax  law  would  need  to  unnecessarily  delay  the  availability  of 
general  revenue  funds.  The  DOR  could  place  only  the  consumer  use  tax 
portion  in  the  suspense  account  thereby  eliminating  any  need  to  delay  the 
availability  of  general  revenue  funds. 


The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions  or  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  Under 
Missouri  law,  vendors  are  not  required  to  return  sales  and  use  tax  refunds  to 
the  original  purchaser  when  applicable,  and  local  funds  are  not  paying  their 
proportionate  share  of  interest  paid  on  refunds  of  sales  and  use  taxes. 

These  issues  are  ongoing  concerns  and  have  been  reported  in  prior  audit 
reports. 

The  DOR  does  not  track  and  report  information  regarding  some  sales  and 
use  tax  exemptions.  As  a result,  the  cost  in  terms  of  reduced  state  revenue 
for  each  exemption  cannot  be  determined. 

According  to  DOR  records,  there  are  currently  150  sales  and  use  tax 
exemptions  provided  by  state  law.  The  DOR  only  tracks  exemptions  related 
to  the  3 percent  reduction  on  food  sales,  textbook  sales,  and  manufacturing 
sales. 

Vendors  remit  monthly,  quarterly,  or  annual  sales  and  use  tax  returns  to  the 
DOR.  The  returns  include  gross  sales  receipts,  adjustments  to  gross  sales 
receipts,  and  taxable  sales.  The  adjustment  amounts  include,  but  are  not 
limited  to,  exempt  sales  for  the  period  of  the  sales  tax  return  (fde  period), 
and  corrections  of  errors  from  previous  file  periods. 

DOR  records  indicate  adjustments  to  gross  sales  receipts  totaled  over  $154 
billion,  $144  billion,  and  $147  billion  in  fiscal  years  2011,  2010,  and  2009, 
respectively.  Detailed  information  of  what  is  included  in  the  adjustments 
total  is  not  required  to  be  provided  on  returns,  and  according  to  DOR 
personnel,  only  taxable  sales  are  reported  on  some  returns,  with  the  gross 
sales  receipts  or  adjustment  amounts  not  included. 

Although  the  DOR  has  previously  agreed  that  tracking  exemptions  is  a 
laudable  goal,  the  DOR  believes  the  recommendation  increases  the  burden 
of  reporting  on  taxpayers  (vendor)  and  is  contrary  to  the  provision  which 
requires  simplified  returns  in  the  Streamlined  Sales  and  Use  Tax 
Agreement,  (see  MAR  finding  number  1).  The  DOR  has  indicated  that  when 
Missouri  comes  into  substantial  conformity  with  the  Agreement,  the  DOR 
will  require  filers  to  submit  a report  of  consolidated  exempt  sales  by 
exemption  type  in  accordance  with  the  Agreement.  However,  as  previously 
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noted,  legislation  is  required  to  put  the  state  into  conformity  with  the 
Agreement  and  Missouri  has  yet  to  pass  such  legislation. 

The  DOR  has  also  indicated  the  current  sales  tax  system  would  require 
significant  reprogramming,  and  might  not  have  the  capacity  to  handle  the 
additional  information  from  tracking  and  reporting  exemptions.  In  February 
2012,  the  DOR  and  the  Office  of  Administration  awarded  a contract  for  a 
new  Missouri  Integrated  Revenue  System  (MIRS).  According  to  DOR 
personnel,  although  the  new  system  is  currently  in  the  developmental  stages, 
it  should  not  have  similar  limitations. 

The  DOR  does  not  routinely  report  to  the  General  Assembly  for  its 
consideration  the  amount  of  timely  discounts  taken  by  businesses.  This 
discount  was  established  for  businesses  to  recover  a portion  of  their  costs 
for  compliance  with  state  sales  tax  laws.  However,  the  state  is  foregoing  a 
significant  amount  of  sales  taxes  revenue  because  there  is  not  a cap  on  the 
amount  of  timely  discounts  taken  by  large  vendors. 

Approximately  $102  million,  $94  million,  and  $95  million  in  state  and  local 
sales  tax  revenues  were  collected  from  purchasers  but  retained  as  timely 
discounts  by  businesses  remitting  sales  and  use  taxes  in  fiscal  years  2011, 
2010,  and  2009,  respectively. 

Section  144.710,  RSMo,  allows  businesses  remitting  sales  and  use  taxes  to 
retain  2 percent  of  taxes  payable  to  the  DOR  if  the  business  remits  payments 
in  a timely  manner.  These  discounts  reduce  the  amount  of  sales  and  use 
taxes  received  by  the  state  and  local  governments.  According  to  a 
November  2008  report3,  46  states  (including  the  District  of  Columbia) 
impose  state  sales  taxes,  26  states  allow  businesses  a discount  and/or 
compensation  for  recording  and  remitting  sales  tax  collections,  and  13 
states,  including  Missouri,  have  not  established  a ceiling  to  limit  amount  of 
taxes  businesses  can  retain.  Of  the  eight  states  contiguous  to  Missouri,  three 
(Iowa,  Kansas  and  Tennessee)  do  not  allow  businesses  to  retain  any 
compensation,  and  four  (Arkansas,  Kentucky,  Nebraska,  and  Oklahoma) 
have  established  ceilings  to  limit  the  amount  of  discount  and/or 
compensation  retained  by  businesses. 

Sales  and  use  tax  revenues  are  used  to  fund  significant  portions  of  state  and 
local  government  budgets.  For  example,  in  fiscal  year  2011,  sales  and  use 
taxes  comprise  approximately  25  percent  of  the  state's  general  revenue.  The 
General  Assembly  needs  timely  and  accurate  information  regarding 
reductions  to  sales  and  use  tax  revenues  resulting  from  timely  discounts  to 
make  informed  financial  decisions. 


3 

Skimming  the  Sales  Tax,  Good  Jobs  First,  November  2008. 
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The  DOR  previously  indicated  they  provided  the  timely  discount 
information  when  requested,  and  is  willing  and  able  to  do  so. 

State  law  does  not  require  vendors  to  return  sales  and  use  tax  refunds  and 
related  interest  to  the  original  purchaser  when  applicable,  resulting  in  a 
windfall  for  the  vendor.  In  addition,  in  many  instances,  the  vendor  may  not 
even  be  able  to  identify  the  original  purchasers  to  whom  the  refunds  are  due, 
further  increasing  the  likelihood  of  a windfall.  The  DOR  distributed  sales 
and  use  tax  refunds,  including  interest,  of  approximately  $50  million,  $60 
million,  and  $71  million  during  fiscal  years  2011,  2010,  and  2009, 
respectively. 

Vendors  collect  sales  and  use  taxes  from  their  customers  and  remit  the  taxes 
to  the  DOR.  Section  144.190,  RSMo,  authorizes  the  DOR  to  issue  sales  and 
use  tax  refunds  due  to  an  overpayment  of  sales  or  use  taxes.  For  some 
refunds  the  vendor  is  the  original  purchaser  and  some  refunds  are  the  result 
of  taxpayer  errors,  incorrect  quarter-monthly  filer  estimates,  or  other 
circumstances  in  which  sales  and  use  taxes  were  not  collected  from  a 
purchaser,  and  as  a result,  should  be  retained  by  the  vendor.  However,  in 
many  cases,  the  refund  is  the  result  of  an  over  collection  of  sales  tax  by  the 
vendor  and  the  refund  is  due  back  to  the  original  purchaser. 

Section  144.190.6,  RSMo,  provides,  ".  . . if  a person  legally  obligated  to 
remit  the  tax  levied  pursuant  to  sections  144.010  to  144.525  has  received  a 
refund  of  such  taxes  for  a specific  issue  and  submits  a subsequent  claim  for 
refund  of  such  taxes  on  the  same  issue  for  a tax  period  beginning  on  or  after 
the  date  the  original  refund  check  issued  to  such  person,  no  refund  shall  be 
allowed  . . . . " This  section  further  provides  situations  in  which  this  section 
shall  not  apply  and  a refund  shall  be  allowed.  These  include  the  receipt  of 
additional  information  or  an  exemption  certificate  from  the  purchaser  of  the 
item  at  issue,  a decision  of  a court  of  competent  jurisdiction  or  the 
Administrative  Hearing  Commission,  or  changes  in  regulations  or  policy  by 
the  DOR.  However,  Section  144.190.6,  RSMo,  does  not  provide  that 
refunds  must  be  returned  to  the  original  purchaser.  In  addition,  it  appears 
that  a vendor  may  not  be  able  to  identify  the  original  purchaser  in  some 
cases,  such  as  cash  transactions  or  other  point  of  sale  settings  where 
purchaser  name  or  contact  information  is  not  captured.  In  these  situations, 
the  vendor  would  be  unable  to  forward  the  refund  to  the  original  purchaser 
and  would  receive  the  windfall  refund. 

The  DOR  has  previously  agreed  to  support  legislation  that  would  require 
sales  and  use  tax  refunds  and  related  interest  to  be  returned  to  the  original 
purchaser.  However,  to  date,  such  legislation  has  not  been  successful.  The 
legislation  should  also  address  how  the  refund  should  be  handled  when  the 
original  purchasers  cannot  be  identified. 
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The  General  Revenue  Fund  (GRF)  does  not  receive  reimbursement  from 
local  funds  for  their  proportionate  share  of  interest  paid  on  refunds  of  sales 
and  use  taxes. 

Based  on  the  percentage  of  distributions  to  local  funds  to  total  distributions 
to  state  and  local  funds  (exclusive  of  the  GRF),  interest  payments  of 
approximately  $383,000,  $1,723,000,  $2,133,000  should  have  been 
allocated  to  local  funds  during  fiscal  years  2011,  2010,  2009,  respectively, 
and  is  due  to  the  GRF  from  local  funds. 

Sales  and  use  tax  refunds  are  issued  from  the  GRF.  To  reimburse  the  GRF, 
adjustments  are  automatically  made  in  the  DOR  tax  system  for  the  principal 
and  interest  amount  of  the  refunds  due  from  other  state  funds  and  the 
principal  amount  of  the  refunds  due  from  local  funds.  However,  adjustments 
are  not  automatically  made  to  local  funds  for  the  interest  paid  on  sales  tax 
refunds. 

Although  the  DOR  has  previously  agreed  that  local  funds  should  pay  their 
proportionate  share  of  interest  paid  on  refunds,  the  DOR  has  been  unable  to 
develop  any  alternatives  for  recovering  interest  from  local  governments 
without  the  acquisition  of  a new  tax  system.  As  noted  above,  a new  MIRS  is 
currently  being  developed,  and  according  to  DOR  personnel,  the  limitations 
of  the  current  tax  system  should  not  be  an  issue  with  the  new  system. 

The  DOR: 

2.1&2  Ensure  the  tracking  and  reporting  of  exemptions  and  the  timely 
discount  is  a component  of  the  new  MIRS,  so  that  the  reductions  of 
state  revenue  related  to  each  exemption  and  the  timely  discount  can 
be  determined  and  reported  to  the  General  Assembly. 

2.3  Continue  to  support  legislation  that  would  require  sales  and  use  tax 
refunds  and  related  interest  to  be  returned  to  the  original  purchaser. 
Such  legislation  should  also  address  whether  a refund  should  be 
made  when  the  original  purchaser  is  not  known. 

2.4  Ensure  the  new  MIRS  has  the  capability  to  calculate  the 
reimbursement  to  the  GRF  for  local  funds'  proportionate  share  of 
interest  paid  on  sales  and  use  tax  refunds. 

2.1&2  Tracking  and  reporting  exemptions  is  an  appropriate  goal. 
Reporting  exemptions  would  substantially  increase  the  burden  on 
businesses.  Also,  based  on  prior  attempts  to  track  limited 
exemptions,  the  data  collected  is  likely  to  be  highly  inaccurate  due 
to  businesses  errors  in  reporting.  In  addition,  to  track  and  report 
exemptions,  the  Department  would  require  a substantial  increase  in 
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FTE,  which  the  current  budget  does  not  support.  The  Department  is 
in  the  process  of  implementing  an  integrated  revenue  system  that 
may  be  able  to  track  at  least  some  exemptions,  but  tracking  and 
reporting  the  data  will  still  be  a significant  burden  on  businesses 
and  the  data  collected  will  still  be  likely  to  be  inaccurate. 

The  Department  has  provided  information  regarding  the  timely 
filing  discount  when  requested  by  elected  officials  from  time-to- 
tinie,  but  has  not  been  requested  to  report  this  information  on  a 
regular  basis.  The  Department  is  willing  and  able  to  do  so. 

2.3  The  Department  reviews  and  makes  recommendations  with  respect 
to  existing  laws  and  proposed  legislation  eveiy  year.  The 
Department  will  review  this  issue  and  support  appropriate 
legislation. 

2.4  This  is  a requirement  in  the  request  for  proposal  and  is  scheduled  to 
be  implemented  when  the  sales  and  use  tax  portion  of  the  system  is 
implemented  in  2016. 


3.  Automated  Sales 
Suppression  Device 


Missouri  law  does  not  prohibit  the  creation,  sale,  purchase,  installation, 
transfer,  or  possession  of  an  automated  sales  suppression  device.  This 
device  gives  retailers  the  ability  to  hide  the  amount  of  cash  transactions,  and 
thus,  evade  paying  sales  taxes  on  cash  transactions. 


An  automated  sales  tax  device,  commonly  known  as  a zapper,  is  a software 
program  that  falsifies  the  electronic  records  of  point  of  sale  (POS)  systems 
for  the  purpose  of  tax  evasion.  Most  often,  transactions  in  stores  and 
restaurants  are  recorded  by  a POS  system,  rather  than  a mechanical  cash 
register.  The  POS  system  records  are  generally  not  alterable  by  the  operator 
and  are  used  as  the  basis  of  tax  assessments  and  audits  by  tax  authorities.  To 
hide  the  removal  of  cash,  a zapper  often  rims  untraceably  from  a USB  flash 
drive  and  alters  the  electronic  sales  records  in  a cash  register.  This  makes  it 
appear  that  fewer  transactions  occurred  than  was  actually  the  case.  The  use 
of  zapper  software  reduces  the  tax  liability  of  the  business. 

Due  to  concerns  about  the  potential  of  sales  tax  zappers  to  reduce  state  and 
local  government  revenues,  some  states  are  enacting  legislation  to  address 
this  type  of  fraud.  According  to  a recent  study4,  Georgia,  Maine,  Utah,  and 
West  Virginia,  have  passed  legislation  to  subject  the  technology  (automated 
sales  suppression  device)  that  facilitates  the  fraud  to  enforcement  measures. 


4 Robert  T.  Ainsworth,  "An  American  Look  at  Zappers",  Boston  University  School  of  Law 
Working  Paper  No.  12-14, 

<http:www.bu.edU/law/facuity/scholarship/workpapers/2012.html#>,  accessed  on  October 
17,2012. 
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Department  of  Revenue 
Sales  and  Use  Tax 

Management  Advisory  Report  - State  Auditor's  Finding 


Other  states,  such  as  Florida,  Indiana,  Michigan,  New  York,  Oklahoma,  and 
Tennessee  have  similar  legislation  pending. 

According  to  DOR  management,  the  DOR  is  familiar  with  zapper 
technology  and  has  taken  steps  to  monitor  for  the  use  of  zappers.  However, 
the  DOR  has  not  identified  any  business  using  zappers,  and  is  not  aware  of 
pending  legislation  to  address  zapper  technology. 

The  DOR  work  with  the  General  Assembly  on  legislation  to  address  the 
possession  and  use  of  automated  sales  suppression  devices  by  businesses. 

The  Department  reviews  and  makes  recommendations  with  respect  to 
existing  laws  and  proposed  legislation  every  year.  The  Department  will 
review  this  issue  and  support  appropriate  legislation. 
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Department  of  Revenue 
Sales  and  Use  Tax 

Organization  and  Statistical  Information 

The  Department  of  Revenue  (DOR)  was  created  by  Article  IV,  Section  12, 
Missouri  Constitution  as  the  central  collection  agency  for  state  revenues. 
The  Director  of  Revenue  is  appointed  by  the  Governor,  with  the  advice  and 
consent  of  the  Senate,  and  is  responsible  for  all  operations  and  policies. 
DOR  responsibilities  include: 

1)  Administering  and  collecting  state  taxes  and  fees,  including  sales 
and  use  tax,  motor  vehicle  sales  tax,  and  highway  use  tax. 

2)  Collecting  certain  taxes  and  fees  for  local  governments,  including 
local  sales  and  use  tax. 

3)  Titling  and  licensing  motor  vehicles,  trailers,  and  boats. 

4)  Licensing  motor  vehicle  operators. 

The  DOR  consists  of  four  divisions  and  the  Director's  office. 

Motor  Vehicle  and  Driver  Licensing  Division:  This  division  consists  of 
three  bureaus.  1)  The  Motor  Vehicle  Bureau  issues  titles  and  registers  motor 
vehicles,  trailers,  all-terrain  vehicles,  manufactured  homes,  and  marine  craft. 
In  addition,  the  bureau  issues  registration  certificates  to  motor  vehicle  and 
salvage  dealers  and  leasing  companies.  2)  The  Driver  Licensing  Bureau 
issues,  renews,  suspends,  revokes,  and  reinstates  driver  and  nondriver 
licenses  and  driving  permits.  The  bureau  also  processes  and  maintains 
records  regarding  license  issuance,  traffic  violation  point  assessments,  and 
failure  to  appear  in  court  for  traffic  violations,  and  administers  the  alcohol 
and  abuse  laws  for  alcohol/drug  offenders.  3)  The  License  Offices  Bureau 
manages  the  operations  of  the  contract  license  offices  throughout  the  state. 
These  local  offices  provide  driver  licensing  and  motor  vehicle  services.  This 
division  collects  motor  vehicles  sales  and  use  taxes. 

Taxation  Division:  This  division  consists  of  four  bureaus  which  collect 
taxes  and  administer  state  tax  law.  1)  The  Business  Tax  Bureau  administers 
sales  and  use,  financial  institutions,  insurance  premiums,  franchise,  cigarette 
and  other  tobacco  products,  motor  fuel,  corporate  income,  withholding,  and 
county  taxes  and  fees.  2)  The  Personal  Tax  Bureau  administers  individual 
income,  partnership,  fiduciary,  and  estate  taxes,  plus  the  property  tax  credit 
and  homestead  preservation  tax  credit.  3)  The  Collections  and  Tax 
Assistance  Bureau  provides  tax  assistance  to  individuals  and  businesses  and 
handles  unpaid  tax  liabilities.  4)  The  Field  Compliance  Bureau  audits 
businesses  both  in-state  and  out-of-state  to  ensure  compliance  with  the 
state's  tax  laws. 

Administration  Division:  This  division  consists  of  two  bureaus.  1)  Personnel 
Services  Bureau  is  responsible  for  the  DOR  personnel  matters,  policies  and 
procedures,  training,  and  written  communications.  2)  The  Financial  and 
General  Services  Bureau  is  responsible  for  accounting,  procurement. 
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American  Recovery  and 
Reinvestment  Act  2009 
(Federal  Stimulus) 


Department  of  Revenue 
Sales  and  Use  Tax 

Organization  and  Statistical  Information 


banicing,  and  general  services  such  as  telecommunications,  safety  issues, 
and  maintenance. 

Legal  Services  Division:  This  division  ensures  DOR  compliance  with  law 
and  internal  policies.  The  General  Counsel's  Office  advises  the  director  and 
divisions  on  legal  matters  and  represents  the  DOR  in  court.  The  Criminal 
Tax  Investigation  Bureau  investigates  and  develops  information  for  local 
prosecution  of  individuals  and  businesses  suspected  of  violating  laws  the 
DOR  administers.  The  Compliance  and  Investigation  Bureau  investigates 
illegal  motor  vehicle  titling  and  registration,  odometer  fraud,  and  tax  fraud 
involving  motor  fuel  sales  tax.  The  bureau  also  reviews  and  evaluates  the 
DOR  administrative,  operations,  and  internal  accounting  controls  and 
contract  license  offices. 

Director's  Office:  This  office  includes  the  Director,  Deputy  Director  and  key 
administrative  staff.  The  Director  of  Communications  works  with  the  news 
media  and  acts  as  the  DOR  spokesperson.  The  legislative  liaison  manages 
the  DOR  relationship  with  the  General  Assembly  and  other  governmental 
branches.  This  office  also  develops  fiscal  and  revenue  estimates  on 
proposed  legislation. 

The  Directors  of  Revenue  from  July  2008  to  November  2012  include: 

Omar  D.  Davis,  December  2007  to  January  2009 
Karen  King  Mitchell,  January  2009  to  July  2009 

Alana  M.  Barragan-Scott,  (Acting)  July  2009  to  November  2012  (officially 
appointed  Director  in  October  2009) 

In  December  2012,  Brian  K.  Long  was  appointed  Director. 

The  DOR  did  not  receive  any  federal  stimulus  monies  for  sales  and  use  tax 
operations  during  the  3 years  ended  June  30,  2011. 
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Department  of  Revenue 
Sales  and  Use  Tax 

Combined  Statement  of  Receipts  and  Distributions  - Stale  Funds 
Year  Ended  June  30, 20 1 1 
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Department  of  Revenue 
Sales  and  Use  Tax 

Combined  Statement  of  Receipts  and  Distributions  - State  Funds 
Year  Ended  June  30, 2010 
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FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  BILL  NO.  190 

98TH  GENERAL  ASSEMBLY 

2015 

0805S.02T 

AN  ACT 

To  repeal  section  92.402,  RSMo,  and  to  enact  in  lieu  thereof  one  new  section  relating 
to  public  mass  transportation  sales  taxes. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Missouri,  as  follows: 

Section  A.  Section  92.402,  RSMo,  is  repealed  and  one  new  section  enacted 
2 in  lieu  thereof,  to  be  known  as  section  92.402,  to  read  as  follows: 

92.402.  1.  Any  city  may,  by  a majority  vote  of  its  council  or  governing 

2 body,  impose  a sales  tax  for  the  benefit  of  the  public  mass  transportation  system 

3 operating  within  such  city  as  provided  in  sections  92.400  to  92.421. 

4 2.  The  sales  tax  may  be  imposed  at  a rate  not  to  exceed  one-half  of  one 

5 percent  on  the  receipts  from  the  sale  at  retail  of  all  tangible  personal  property  or 

6 taxable  services  at  retail  within  any  city  adopting  such  tax,  if  such  property  and 

7 services  are  subject  to  taxation  by  the  state  of  Missouri  pursuant  to  the 

8 provisions  of  sections  144.010  to  144.525.  Seven  and  one-half  percent  of  the  sales 

9 tax  shall  be  distributed  to  the  interstate  transportation  authority  pursuant  to  the 

10  provisions  of  section  92.421.  The  [remainder  of  the  tax  in  excess  of  such  seven 

11  and  one-half  percent  shall  expire  on  December  31,  2015,  on  which  date  the] 

12  authority  shall  be  in  full  compliance  with  handicapped  accessibility  pursuant  to 

13  the  terms  of  the  Americans  with  Disabilities  Act. 

14  3.  Within  ten  days  after  the  adoption  of  any  ordinance  imposing  such  a 

15  sales  tax,  the  city  clerk  shall  forward  to  the  director  of  revenue  by  United  States 

16  registered  mail  or  certified  mail  a certified  copy  of  the  ordinance  of  the  council  or 

17  governing  body.  The  ordinance  shall  reflect  the  effective  date  thereof  and  shall 

18  be  accompanied  by  a map  of  the  city  clearly  showing  the  boundaries  thereof. 

EXPLANATION— Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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19  4.  If  the  boundaries  of  a city  in  which  such  sales  tax  has  been  imposed 

20  shall  thereafter  be  changed  or  altered,  the  city  clerk  shall  forward  to  the  director 

21  of  revenue  by  United  States  registered  mail  or  certified  mail  a certified  copy  of 

22  the  ordinance  adding  or  detaching  territory  from  the  city.  The  ordinance  shall 

23  reflect  the  effective  date  thereof,  and  shall  be  accompanied  by  a map  of  the  city 

24  clearly  showing  the  territory  added  thereto  or  detached  therefrom.  Upon  receipt 

25  of  the  ordinance  and  map,  the  tax  imposed  by  sections  92.400  to  92.421  shall  be 

26  effective  in  the  added  territory  or  abolished  in  the  detached  territory  on  the 

27  effective  date  of  the  change  of  the  city  boundary. 

/ 


EXPLANATION-Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 


COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

FISCAL  NOTE 


L.R.  No.:  0805-04 

Bill  No.:  HCS  for  SCS  for  SB  1 90 

Subject:  Kansas  City;  Taxation  and  Revenue  - Sales  and  Use;  Transportation 

Type:  Original 

Date:  May  1,2015 


Bill  Summary:  This  proposal  would  remove  the  current  expiration  date  for  the  Kansas 

City  transportation  sales  tax  and  would  add  statutory  audit  requirements 
for  transportation  development  districts. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
General  Revenue 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  ( ) indicate  costs  or  losses. 
This  fiscal  note  contains  7 pages. 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on  All 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

□_  Estimated  Net  Effect  (expenditures  or  reduced  revenues)  expected  to  exceed  $100,000  in  any 
of  the  three  fiscal  years  after  implementation  of  the  act. 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2016 

FY  2017 

FY  2018 

Local  Government  * 

$0 

$0 

$0 

* Net  of  additional  revenues  and  expenditures. 
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FISCAL  ANALYSIS 


L.R.No.  0805-04 

Bill  No.  HCS  for  SCS  for  SB  190 

Page  3 of  7 

May  1,2015 


ASSUMPTION 


Section  92.402,  RSMo.  - Kansas  City  Area  Transportation  Sales  Tax; 

This  proposal  would  eliminate  the  expiration  of  a portion  of  the  Kansas  City  Area  Transportation 
Sales  Tax.  (Under  current  law  that  portion  of  the  tax  is  scheduled  to  expire  December  3 1,  201 5.) 

Officials  from  the  City  of  Kansas  City  stated  this  proposal  would  maintain  transportation  sales 
tax  revenues  of  $12,166,167  for  January  1,  2016  to  April  30,  2016,  and  $36,500,000  per  year  for 
FY  2017  and  FY  2018. 

Oversight  has  no  independent  information  regarding  transportation  sales  tax  revenues  and  will 
assume  for  fiscal  note  purposes  the  City  of  Kansas  City  response  is  the  best  available  estimate  of 
the  impact  of  this  proposal. 

Oversight  notes  that  current  provisions  would  let  a portion  of  the  sales  tax  expire  on  December 
3 1 , 201 5 (FY  2016)  and  the  proposal  would  extend  the  sales  tax  indefinitely.  If  the  sales  tax 
expired,  the  revenue  reduction  for  the  City  of  Kansas  City  from  January  1,  2016  to  June  30,  2016 
(FY  2016)  would  be  ($36,500,000  x 6/12)  = $18,250,000  (disregarding  reporting  and  distribution 
delays),  and  the  fiscal  impact  of  this  proposal  for  FY  2017  and  FY  2018  would  be  $36,500,000 
per  year.  Oversight  will  include  these  amounts  in  this  fiscal  note. 

For  simplicity,  Oversight  will  not  include  any  impact  for  the  Department  of  Revenue's  collection 
costs.  Oversight  will  also  assume  that  all  or  substantially  all  of  the  sales  tax  revenues  would  be 
expended  on  transportation  costs  and  will  so  indicate  in  this  fiscal  note. 

Officials  from  the  Kansas  City  Election  Board  assumed  a previous  version  of  this  proposal 
could  result  in  jurisdiction-wide  election  at  a cost  of  $400,000. 

Oversight  notes  that  current  provisions  regarding  the  KCATA  Sales  Tax  do  not  appear  to 
provide  for  an  election. 

Officials  from  the  Office  of  the  Secretary  of  State,  the  Joint  Committee  on  Administrative 
Rules,  the  Department  of  Revenue,  the  Jackson  County  Election  Board,  and  the  Platte 
County  Board  of  Elections  assumed  a previous  version  of  this  proposal  would  have  no  fiscal 
impact  on  their  organizations. 
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ASSUMPTION  (continued) 

Officials  from  the  Office  of  Administration  - Division  of  Budget  and  Planning  assumed  a 
previous  version  of  this  proposal  would  have  no  fiscal  impact  on  their  organization. 

Not  responding: 

Officials  from  Jackson  County,  Belton,  Excelsior  Springs,  Gladstone,  Grandview,  Harrisonville, 
Independence,  the  Kansas  City  Area  Transit  Authority,  Kearney,  Lees  Summit,  Liberty, 

Peculiar,  Raytown,  Sugar  Creek,  Cass  County  Elections,  Clay  County,  the  Clay  County  Board  of 
Election  Commissioners,  the  Jackson  County  Executive,  and  Platte  County  did  not  respond  to 
our  request  for  fiscal  information. 

Sections  105. 145,  238.222,  and  238.272,  RSMo.  - Transportation  Development  Districts: 

Changes  to  these  provisions  would  provide  specific  statutory  audit  requirements  for 
transportation  development  districts. 

Officials  from  the  Office  of  the  State  Auditor  assumed  similar  language  in  HCS  for  HB  477  LR 
1681-03  would  have  no  fiscal  impact  on  their  organization. 

In  response  to  similar  language  in  HCS  for  HB  477  LR  1681-03,  officials  from  the  Department 
of  Revenue  assumed  this  legislation  would  require  the  department  to  create  a form.  DOR 
officials  assumed  the  form  could  be  set  up  in  the  department’s  existing  county  fees  system 
without  any  additional  resources. 

Oversight  notes  the  Office  of  the  State  Auditor  (SAO)  issued  report  No.  2013-065  in  2013 
entitled  Transportation  Development  Districts  regarding  their  financial  statement  reporting 
requirements.  The  report  stated  as  of  December  31,  201 1,  49  districts  (of  the  176  at  the  time) 
filed  financial  statements/audit  reports  late  or  did  not  file  financial  statements  with  the  Office  of 
the  State  Auditor  at  all.  While  a fine  for  late  filing  of  financial  statements  is  provided,  Section 
105.145.8  currently  does  not  establish  the  agency  responsible  for  the  assessment  or  a collection 
mechanism  for  these  fines;  therefore,  no  fine  revenue  has  been  collected  to  date.  The  report  also 
stated,  as  of  February  1,  2013,  the  potential  accumulated  fine  amounts  were  $16,859,000. 
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ASSUMPTION  (continued) 

IT  impact 

DOR  officials  provided  an  estimate  of  the  IT  cost  to  implement  this  proposal  of  $10,449  based 
on  139  hours  of  programming  at  the  current  state  contract  rate  for  IT  services. 

Oversight  assumes  DOR  could  absorb  the  IT  cost  to  implement  this  proposal  with  existing 
resources. 

Oversight  also  notes  this  proposal  would  require  future  fine  revenue  to  be  distributed  to  local 
school  districts  (after  the  Department  of  Revenue  retains  a collection  fee  of  not  more  than  two 
percent)  in  the  same  manner  that  proceeds  for  all  penalties,  forfeitures,  and  fines  collected  for  any 
breach  of  the  penal  law  of  the  state  are  distributed. 

Oversight  assumes  the  $500  fine  is  already  established  in  statutes  and  that  Transportation 
Development  Districts  (currently  195  districts)  would  timely  submit  their  financial  statements. 
Therefore,  Oversight  will  assume  no  additional  fiscal  impact  from  this  proposal. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from 
Department  of  Transportation  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

In  response  to  a similar  proposal  (HB  136  LR  0499-01)  from  this  year,  officials  from  the  City  of 
Kansas  City  Public  School  District  assumed  the  proposal  would  have  no  fiscal  impact  on  their 
organization. 

Bill  as  a whole  response 

Officials  from  the  Platte  County  Board  of  Elections  assume  this  proposal  would  have  no  fiscal 
impact  on  then  organization. 
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FISCAL  IMPACT  - State  Government 


FY  2016 
(10  Mo.) 


FY  2017 


$0 


$0 


FISCAL  IMPACT  - Local  Government 


FY  2016 
(10  Mo.) 


FY  2017 


LOCAL  GOVERNMENTS 
Additional  revenue  - City  of  Kansas  City 

Sales  tax  $18,250,000  $36,500,000 

Additional  expenditures  - City  of  Kansas 
City 

Transportation  ($18,250,000)  ($36,500,000) 

ESTIMATED  NET  EFFECT  ON 

LOCAL  GOVERNMENTS  $0  $0 


§0 

FY  2018 

$36,500,000 

($36,500,000) 

$0 
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FISCAL  IMPACT  - Small  Business 


No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a result  of  this  proposal. 
FISCAL  DESCRIPTION 


The  proposed  legislation  would  remove  the  current  expiration  date  for  the  Kansas  City 
transportation  sales  tax  and  would  provide  specific  statutory  requirements  for  audits  of 
transportation  development  districts. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not 
require  additional  capital  improvements  or  rental  space. 

SOURCES  OF  INFORMATION 


Office  of  the  Secretary  of  State 

Joint  Committee  on  Administrative  Rules 

Office  of  Administration 

Division  of  Budget  and  Planning 
Department  of  Revenue 
City  of  Kansas  City 
Platte  County  Board  of  Elections 


Mickey  Wilson,  CPA 

Director 

May  1,  2015 


Ross  Strope 
Assistant  Director 
May  1,  2015 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  St.  Louis  Community  College, 
and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

Potential  costs  to  state  and  local  governmental  entities  are  unknown,  but  could  be  significant. 

The  proposal's  passage  would  impact  governmental  entity's  ability  to  revise  their  tax  structures. 

State  and  local  governments  expect  no  savings  from  this  proposal. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

secretary  of  state 
state  of  Missouri 


Ei.e<  rri<  >ns  Division 
(573)751  2301 


May  4,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  67  (2016-053) 


Dear  Auditor  Galloway: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary'  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  Initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  tile  Honorable  |ason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition:  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

written  after  my  name. 

(Official  Ballot  Title) 

Cv  . 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
I, , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


N'AMI 
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Dale 

Signed 
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Signed  tills  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer; . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. , 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  State  of  Missouri,  as  follows: 

Section  67. 1571  of  the  Revised  Missouri  Statutes  is  hereby  repealed: 

|67.1571.  No  municipality  as  defined  in  section  1,  paragraph  2, 
subsection  (9)  shall  establish,  mandate  or  otherwise  require  a minimum 
wage  that  exceeds  the  state  minimum  wage.) 


Jamks  C.  Kirkpatrick 
St ati:  Information  Ckntf.r 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Eu-cmoNs  Division 
(573)751-2301 


May  4,2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  130  & 143  (2016-052) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  4,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  atthe  general  election  to  be  held  on  the  S"1  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

written  after  my  name. 


(Official  Ballot  Title) 


I — 0 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF - 

I, , being  first  duly  sworn,  say  (print  of  type  names  of  signers) 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as  sections 
130.230  and  143.990,  to  read  as  follows: 

130.230.  1 . “The  Missouri  elections  trust  fund”  is  hereby  created  to  provide  public  financing  for 
candidates  for  office  in  Missouri  who  agree  to  accent  and  meet  certain  conditions  and  limitations. 

2.  The  government  by  the  people  trust  fund  will  be  administered  bv  a board,  to  be  known  as  the 
“public  finance  commission”  consisting  of  seven  members,  to  be  nominated  by  the  governor  and 
approved  bv  the  senate. 

(1)  No  individual  may  be  appointed  to  the  public  finance  commission  who  is: 

(a)  a government  employee; 

(b)  a registered  lobbyist,  or  who  has  been  a registered  lobbyist  at  any  time  during  the  5- 
year  period  preceding  their  appointment  to  the  commission: 

(cl  an  officer  or  employee  of  a political  party  or  political  campaign: 

(d)  an  elected  official,  senator,  or  representative. 

(2)  Members  of  the  public  finance  commission  shall  be  appointed  for  a term  of  five  years; 
except  the  second  and  third  classes  of  the  first  seven  members  of  the  public  finance  commission  . 
who  shall  be  divided  into  three  classes,  as  follows: 

(a)  The  first  three  members  to  be  confirmed  shall  serve  a full  five-year  term; 

(b)  The  fourth  and  fifth  members  to  be  confirmed  shall  serve  a three-year  term; 

(c)  The  sixth  and  seventh  members  to  be  confirmed  shall  serve  a one-year  term. 

(3)  Members  of  the  public  finance  commission  may  be  removed  from  office  if  convicted  of 
fraud  or  mismanagement  of  funds  administered  by  the  public  finance  commission,  or  conviction 
of  a felony. 

3,  Members  of  the  public  finance  commission  will  be  reimbursed  for  travel  and  other  expenses  at 
the  prevailing  rate  for  other  employees  and  officers  of  the  state  of  Missouri. 

4,  The  funds  collected  under  this  program  will  be  distributed  only  to  candidates  who  accept  the 
conditions  required  to  qualify  for  public  financing. 

5,  Candidates  accepting  public  funds  must  agree  to  and  meet  the  following  conditions: 

(T)  Not  to  accept  contributions  from  corporations  or  political  action  committees  that 
include  corporate  contributions  in  their  fund-raising; 

(2)  Not  to  accept  donations  totaling  more  than  $500  from  any  individual  or  other  source, 
excluding  a political  party  of  which  they  are  a member,  during  an  election  cycle  (defined  as  the 
period  between  two  general  elections  for  the  same  office);  and 

(3)  That  at  least  half  of  the  money  they  raise  will  come  from  individuals,  political  action 
committees,  or  other  sources  that  contribute  no  more  than  $100  to  them  during  an  election  cycle. 

6.  The  funding  provided  to  eligible  candidates  will  be  in  the  form  of  matching  funds,  with  the  size 
of  the  match  (2  to  1;  5 to  1;  etcetera)  to  be  determined  bv  the  commission  based  on  the  total 
amount  of  money  raised  by  all  candidates  who  have  elected  to  accept  public  funds  and  the  total 
amount  of  money  available  from  the  fund  during  each  election  year. 

(Q  Thirty-five  percent  of  the  funds  available  shall  be  distributed  on  the  first  day  of  June  of 
each  general  election  year,  based  on  total  monetary  contributions  received  during  the  election 
cycle  up  to  the  date  of  the  quarterly  report  filed  with  the  Missouri  Ethics  Commission  for  the 
quarter  ending  on  the  thirty-first  day  of  March.  (In-kind  contributions  are  not  eligible  for 
matching  funds.) 

(2)  The  balance  of  available  funds  shall  be  distributed  on  the  third  Monday  in  September  of 
each  general  election  year  to  eligible  candidates  in  the  general  election,  based  on  total  monetary 
contributions  received  and  reported  through  the  thirtieth  day  of  August. 

7.  When  a candidate  or  committee  files  a termination  statement  and  disclosure  report  with  the 
Missouri  Ethics  Commission,  any  and  all  funds  remaining  after  dissolving  any  debt  are  to  be  paid 
over  to  the  government  bv  the  people  fund,  up  to  and  including  an  amount  equal  to  the  full 
amount  of  matching  funds  received  by  said  candidate. 

143.990,  1.  In  each  taxable  year  beginning  on  or  after  January  1, 2016,  each  individual  or 
corporation  having  paid  state  income  taxes  in  the  amount  of  twenty-five  dollars  or  more  may 
designate  that  five  dollars  of  the  tax  paid  shall  be  paid  over  to  the  Missouri  elections  trust  fund  as 
provided  in  section  130.230.  In  the  case  of  a husband  and  wife  with  a filing  status  of  married 
filing  combined  having  paid  state  income  tax  in  the  amount  of  fifty  dollars  or  more,  each  spouse 
may  designate  that  five  dollars  shall  be  paid  to  the  fund. 

2.  The  designation  authorized  by  this  section  shall  be  clearly  and  unambiguously  printed  on 
the  same  page  of  each  income  tax  return  form  provided  bv  the  state  upon  which  the  amount  of  the 
amount  of  tax  owed  is  indicated,  and  shall  provide  a statement  that  contributing  to  the  fund  will 
not  increase  the  amount  of  tax  owed  or  reduce  the  amount  of  overpayment  to  be  refunded.  The 
department  of  revenue  shall  deposit  such  amount  to  the  Missouri  election  trust  fund  as  created  in 
■section  130.230. 


JAMES  C.  KIRKPATRICK 
Statk  Information  Chntkr 
(573)751-4936 


Jason  Kander 

SECRETARY  OH  STATE 
State  of  Missouri 


ELECTIONS  DIVISION 
(573)751-2301 


May  4,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  21  & 105  (2016-051) 


Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  May  4,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  vv.  Main  Street  * J kffkrsi in  Cm-  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  _ 


. County  (or  city  of  St.  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8,h  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition:  1 am  a registered  voter  of  the  state  of  Missouri  and 

. County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF. 
I 


being  first  duly  sworn,  say  (print  of  type  nttrfies  of  signers) 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Explanation:  RSMo  Section  21.140  is  set  forth  hereinafter  with  the  new  matter 
underlined  and  deleted  matter  in  brackets;  [thus] 

Be  it  enacted  by  the  people  of  Missouri: 

Section  21.140  and  Section  105.005  of  the  Revised  Missouri  Statutes  are  amended,  to 
read  as  follows: 

21 .1 40.  1 . Each  senator  and  representative  shall  receive  from  the  treasury  an  annual 
salary  of  [eighteen  thousand  seventy-eight  dollars]  fifty  thousand  dollars,  effective  the 
first  day  of  January,  2019,  plus  any  salary  adjustment  provided  pursuant  to  section 

105.005,  after  the  first  day  of  July,  2019.  The  speaker  of  the  house  and  the  president 
pro  tern  of  the  senate  shall  each  receive  as  additional  annual  compensation  the  amount 
of  two  thousand  five  hundred  dollars,  and  the  speaker  pro  tern  of  the  house  and  the 
majority  and  minority  floor  leaders  of  the  house  and  senate  shall  each  receive  as 
additional  annual  compensation  the  amount  of  one  thousand  five  hundred  dollars.  Upon 
certification  by  the  president  and  secretary  of  the  senate  and  by  the  speaker  and  clerk 
of  the  house  of  representatives  as  to  the  respective  members  thereof,  the 
commissioner  of  administration  shall  audit  and  the  state  treasurer  shall  pay  such 
compensation.  Senators  and  representatives  shall  receive,  weekly,  a mileage  allowance 
as  provided  by  law  for  state  employees,  in  going  to  their  place  of  meeting  in  Jefferson 
City  from  their  place  of  residence,  and  returning  from  their  place  of  meeting  in  Jefferson 
City  to  their  place  of  residence  while  the  legislature  is  in  session,  on  the  most  usual 
route,  if  the  senator  or  representative  does  travel  to  Jefferson  City  during  that  week. 

2.  The  salary  adjustment  provided  for  herein  by  the  amendment  to  section  150.005.1 
shall  only  be  enacted  and  take  effect  if  the  people  of  the  state  of  Missouri  approve  an 
amend ment  to  the  constitution  red ucino  the  number  of  representatives  from  163  to  50, 
thus  providing  the  appropriations  necessan/  to  fund  this  particular  salary  adjustment. 

105.005.  1.  The  salary  set  by  sections  21.140,  26.010,  27.010,  28.010,  29.010,  30.010, 
105.950,  138.230,  138.235,  138.236,  138.440,  138.445,  217.665,  286.005,  287.615, 
386.150,  386.190,  621 .015,  and  621 .055  shall  be  adjusted  on  July  first  of  each  year  and 
the  adjustment  shall  not  be  less  than  zero. 

2.  The  salary  adjustment  provided  by  this  section  shall  not  be  effective  in  any  amount  in 
excess  of  the  salary  adjustment  for  the  executive  department  contained  in  the  pay  plan 
applicable  to  other  state  employees  at  a similar  salary  level  for  that  fiscal  year.  The 
salary  adjustments  provided  by  this  section  shall  not  be  effective  unless  appropriations 
necessary  to  fund  the  adjustments  are  approved  by  the  general  assembly  and  the 
governor.  Each  salary  adjustment  to  be  approved  pursuant  to  this  section  shall  be 
stated  in  a separate  line  item  of  the  pertinent  appropriation  bill.  If  the  constitution  of  the 
state  of  Missouri  is  amended  in  such  manner  as  provided  for  by  section  1 05.005.2 
herein,  the  provisions  of  this  section  shall  be  waived  for  the  particular  salary  adjustment 
provided  for  in  the  amendment  to  section  21 .1 40,1  herein,  and  only  for  said  salary 
adjustment. 

3.  Each  salary  adjustment  approved  pursuant  to  this  section  for  offices  that  have  a 
statutory  salary  shall  be  added  to  the  compensation  otherwise  provided  by  law  for  each 
office  if  such,  including  prior  salary  adjustments  made  pursuant  to  this  section,  and  the 
sum  of  these  amounts  shall  be  the  statutory  salary  of  the  office  for  all  purposes.  Each 
such  statutory  salary  shall  be  included  in  the  pertinent  appropriation  bill  in  the  same 
manner  as  any  other  personal  service  appropriation  involving  a statutory  salary. 

4.  The  office  of  administration  shall  maintain  a compensation  schedule  for  each  fiscal 
year  indicating  the  statutory  salary  or  salary  range  paid  for  each  office  subject  to  this 
section  and  the  salary  adjustment  contained  in  the  pay  plan  applicable  to  other  state 
employees  generally.  The  schedule  required  by  this  subsection  shall  be  open  for  public 
inspection  during  the  normal  business  hours  of  the  office  of  administration  and  shall  be 
included  annually  in  the  Missouri  Register  and  an  appendix  to  the  Revised  Statutes  of 
Missouri.  For  each  office  for  which  a salary  adjustment  is  approved  pursuant  to  this 
section,  the  revisor  of  statutes  shall  place  a revisor's  note  following  each  section 
providing  compensation  for  the  office  referencing  the  reader  to  the  compensation 
appendix. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  27,  2015 


The  Honorable  Nicole  Galloway 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Michael  Dean  regarding  a proposed  statutory  amendment  to 

Chapter  610  (2016-050) 

Dear  Auditor  Galloway: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Michael  Dean  on  April  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


. County  (or  city  of 


St.  Louis),  respectfully  order  that  the  following  proposed  law  (or  amendment  to  the  constitution)  shall  be  submitted  to  the  voters  of 
the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  unless  the 
general  assembly  shall  designate  another  date,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis.),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name.  S 


(Official  Ballot  Title) 


\ Ti 


-o 

TO 


ro 

—i 


TO 

m 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 


j being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

/ / 
20 

1. 

/ / 
20 

2. 

• 

/ / 
20 

3. 

• 

/ / 
20 

4. 

* 

/ / 
20 

5. 

• 

/ / 
20 

6. 

* 

/ / 
20 

7. 

• 

/ / 
20 

8. 

• 

/ / 
20 

9. 

0. 

/ / 
20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County  (or  city  of  St.  Louis). 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING 
FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures)  Printed  Name  of  Affiant  Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D.  20 My  Commission  Expires: 

Signature  of  Notary  Printed  Name  of  Notary  Address  of  Notary 


Notary  Public  (seal) 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  610,  RsMO,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section  610.012,  to  read  as  follows: 

610.012.  (1)  We  the  People  of  the  state  of  Missouri,  with  the  legislative  power  retained  by  us  under  the  Missouri  Constitution 
(including  Article  III,  Sections  49  and  50),  hereby  call  for  an  Article  V Convention  by  enacting  into  law  this  Application,  in  accordance 
with  Article  V of  the  U.  S.  Constitution,  for  the  specific  and  exclusive  purpose  of  considering  a Constitutional  Amendment  consistent 
with  the  following  principles: 

(a)  Corporations  Are  Not  People.  Artificial  entities,  such  as  corporations,  unions  and  non-profit  corporations,  established  by  the  laws 
of  any  State,  the  United  States,  or  any  foreign  state,  shall  have  no  constitutional  rights  and  shall  be  subject  to  regulation  by  the 
People,  through  Federal.  State  or  Local  law.  Nothing  in  this  clause  shall  be  construed  to  limit  the  rights  of  the  People  as  specified  in 
the  U.S.  Constitution  and  its  Amendments. 

(b)  Money  is  Not  Speech.  Money  is  property  and  shall  not  be  construed  as  speech.  The  People,  to  ensure  a level  playing  field  for  all 
people  regardless  of  their  economic  status,  empower  and  direct  Federal.  State,  and  Local  governments  to  regulate,  limit  or  prohibit 
the  contribution  and  spending  of  money  for  political  purposes  and  to  require  full  and  prompt  public  disclosure  of  all  such 
transactions. 


(2)  This  measure  constitutes  a continuing  application  in  accordance  with  Article  V of  the  Constitution  of  the  United  States,  until  at 
least  two-thirds  of  the  legislatures  of  the  several  states  have  made  similar  applications  pursuant  to  Article  V. 

(3)  A copy  of  this  initiative  shall  be  transmitted  to  the  President  of  the  United  States:  to  each  member  of  the  Missouri  Congressional 
Delegation;  to  the  presiding  officers  of  the  U.S.  Senate  and  House  of  Representatives;  to  each  Governor  and  presiding  officer  of  each 
legislative  body  of  each  of  the  United  States. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(5731 751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  17,  2015 


The  Honorable  John  Watson 

State  Auditor  STATE  1 

State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  286  & 143  (2016-049) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  M ain  Street  • Jefferson  City  65101 
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County: 

Page  number: 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  80'  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 
County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 


written  after  my  name. 


[Official  Ballot  Title) 


r-o 


CPi 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
I 


IX) 
• * 


, being  first  duly  sworn,  say  (print  of  type  nameSpf  signers) 


NAMI 

Date 

Signed 

Ki  CilS  1 1 Kl  I)  VOTING  ADDRESS 
i Street.  Nu  1*0  Boxes  1 tfilv.  Itmn  or  Village) 

Code 

Cong 

Dim 

NAME 

1 Print  or  Tvped) 

i. 

0. 

1. 

*> 

3. 

5. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and _County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer:  ■ 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as 
sections  286.131  and  143.012,  to  read  as  follows: 

286. 131.  1 . Effective  June  1 , 201 7,  the  division  of  employment  security  will  begin  to 
provide  employment  through  a program  to  be  known  as  “public  sector  employment,”  in 
lieu  of  unemployment  benefits  to  as  many  eligible  citizens  of  Missouri  as  possible  with 
the  funds  available. 

2.  Bonds  shall  be  issued  to  provide  initial  funding  for  public  sector  employment, 
with  principle  and  interest  on  said  bonds  being  paid  with  funds  collected  through  the 
surtax  on  capital  gains,  as  provided  for  in  Section  143.012,  as  funds  become  available 
through  that  surtax. 

3.  Public  sector  employment  will  be  available  only  to  residents  of  the  state  of 
Missouri. 

4.  If  funding  is  insufficient  to  provide  employment  for  all  applicants,  priority 
placement  will  be  given  to  the  applicants  with  the  greatest  number  of  dependents  (as 
claimed  on  the  applicant’s  federal  Form  W-4). 

5.  The  compensation  provided  for,  and  other  specific  policies  related  to,  work  done 
through  public  sector  employment  shall  be  determined  and  set  by  the  labor  and  industrial 
relations  commission. 

6.  The  work  done  as  public  sector  employment  should  be  directed  toward  projects 
that  have  some  public  benefit  for  the  state  of  Missouri.  Initial  projects  should  focus  on 
improving  the  energy  efficiency  of  existing  publically  owned  buildings,  constructing 
state-owned  and  operated  wind  and  solar  projects,  and  planting  trees. 

7.  Applicants  for  public  sector  employment  may  be  required  to  take  aptitude  tests  to 
determine  the  jobs  for  which  they  may  be  best  suited  and  to  receive  training  designed  to 
improve  their  skills.  Normal  rates  of  compensation  provided  under  this  program  will  be 
paid  for  time  spent  testing  and  training. 

8.  In  the  event  that  an  applicant  employed  through  these  public  works  projects 
consistently  fails  to  provide  adequately  for  the  needs  of  his  or  her  dependents,  as  a result 
of  substance  abuse  problems,  other  addictions,  or  other  mental  health  issues,  guidance 
and  assistance  in  financial  management  shall  be  offered.  Should  the  applicant  continue  to 
misuse  the  income  being  provided  through  these  public  works  projects,  an  amount  equal 
to  ninety  percent  of  the  income  earned  may  be  paid  in  the  form  of  vouchers  to  be  used 
exclusively  to  pay  for  rent,  food,  utilities,  and  medical  care  for  the  employee  and  her  or 
his  dependents. 

143.012.  1.  Beginning  with  the  2017  calendar  year,  a surtax  of  ten  percent  on  the  amount 
of  capital  gains  reported  on  each  Missouri  resident’s  Federal  tax  return  (Form  1040),  will 
be  imposed,  with  the  funds  collected  dedicated  to  provide  funding  for  public  sector 
employment  through  the  division  of  employment  security. 

2.  To  the  extent  that  public  sector  employment  reduces  the  funding  needed  to 
provide  various  forms  of  public  assistance,  the  state  of  Missouri  shall  seek  approval  from 
the  government  of  the  United  States  of  America  to  transfer  funding  provided  for  such 
assistance  programs  to  the  division  of  employment  security. 

3.  In  the  event  that  excess  funds  remain  after  all  applicants  for  employment  have 
been  employed,  all  funds  beyond  a reserve  sufficient  to  meet  anticipated  funding  for  the 
succeeding  twelve-month  period,  as  determined  by  the  commission,  shall  be  transferred 
to  the  general  fund.  If,  after  funds  have  been  transferred  to  the  general  fund,  unexpected 
demand  for  public  sector  employment  results  in  a shortfall  of  revenue  needed  to  fully 
fund  the  program,  an  amount  equal  to  all  funds  transferred  to  the  general  fund  during  the 
preceding  12  month  period  shall  be  returned  to  the  division  of  employment  security. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

April  17,2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


(f|j 

Kb-GHS 

Jason  Kander 

Secretary  of  State 

Elections  Division 

State  of  Missouri 

(573)751-2301 

* 

- 

RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  192  (2016-048). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  16,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . 


. County  (or  city  of  St.  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8“'  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 
County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF . 

I, - 


ZD 

m 

o 

,~n 

m 


— - — ro — — 

being  first  duly  sworn,  say  (print  of  type  names  of  signers) 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  N otary 
Address  of  Notary:. 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  Missouri: 

One  new  section  of  the  RSMo  is  enacted,  to  be  known  as  section  192.008,  to  read  as 
follows: 

192.008.  1 . “The  Missouri  Health  Insurance  Cooperative”  (hereinafter  referred  to  as 
“MHIC”)  is  hereby  created,  within  the  department  of  health  and  senior  services,  to 
provide  health  insurance  for  citizens  of  Missouri  who  wish  to  become  members  of  the 
cooperative. 

2.  The  MHIC  shall  be  administered  by  the  director  of  the  department  of  health 
and  senior  services. 

3.  The  state  of  Missouri  is  authorized  to  issue  bonds  to  cover  the  start-up  costs  for 
the  MHIC  and  any  shortages  of  funds  needed  to  pay  authorized  benefits  until  such  time 
as  the  premiums  and  out-of-pocket  maximums  for  members  have  been  adjusted  to  fully 
cover  administrative  expenses  and  benefits  paid  with  money  collected  from  premiums 
paid  by  members. 

4.  Memberships  in  The  Missouri  Health  Insurance  Cooperative  shall  be  available 
beginning  no  later  than  January  1 , 201 8. 

5.  Enrollment  in  The  Missouri  Health  Insurance  Cooperative  (hereinafter  referred 
to  as  “MHIC”)  shall  be  voluntary  and  limited  to  citizens  of  the  state  of  Missouri. 

6.  Premiums  for  insurance  coverage  through  MHIC,  as  well  as  the  out-of-pocket 
maximum  for  members  will  be  based  on  a percentage  of  each  member’s  gross  annual 
income,  as  determined  by  the  board.  Premiums  and  out-of-pocket  maximums  will  be 
adjusted  annually,  with  premiums  set  as  low  as  possible  and  out-of-pocket  maximums  set 
as  high  as  possible. 

7.  The  MHIC  shall  be  revenue-neutral.  The  percentages  of  income  established  for 
premiums  and  out-of-pocket  maximums  shall  be  adjusted  annually  and  set  at  levels  that 
will  insure  that  revenues  are  sufficient  to  cover  all  costs,  including  amounts  paid  out  to 
members  for  health  care  expenses  in  excess  of  their  out-of-pocket  maximum  and  all 
administrative  expenses:  as  well  as  funds  necessary  to  pay  principal  and  interest  on  bonds 
issued  to  fund  start-up  costs  for  MHIC. 

8.  Only  treatments  and  procedures  deemed  medically  necessary,  as  determined  by 
the  department  of  health  and  senior  services  shall  be  covered  through  the  MHIC. 

9.  Members  who  waive  coverage  for  health  care  expenses  and  treatments 
commonly  associated  with  smoking  tobacco  or  consuming  alcohol  will  receive  a discount 
on  their  premiums  that  reflects,  as  accurately  as  possible  the  benefits  to  The  MHIC  as  a 
result  of  not  having  to  pay  for  such  care  and  treatment.  Should  the  general  assembly 
elect  to  provide  subsidies  to  MHIC  for  health  care  expenses  and  treatments  commonly 
associated  with  smoking  tobacco,  consuming  alcohol,  or  other  recreational  drug  use 
through  the  collection  of  excise  taxes  on  tobacco  products,  alcohol,  or  recreational  drugs, 
this  discount  will  be  suspended  and  all  members  of  MHIC  will  pay  the  same  percentage 
of  their  income  as  premiums. 

10.  Members  of  the  MHIC  and  health  care  providers  in  the  state  of  Missouri,  are 
responsible  for  keeping  records  and  receipts  for  covered  health  care,  to  be  furnished  to 
the  MHIC  in  the  event  that  expenses  for  needed  health  care  exceed  the  out-of-pocket 
maximum  for  a given  calendar  year  and  reimbursement  is  thereby  requested. 


Jamks  C.  Kirkpatrick 
Statf.  Information  Cfntfr 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


1 Cfl-OM 

Elections  Division 
(573)751-2301 


April  15,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  3 (2016-047) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  April  14, 2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 

Administrative:  riilks  • uusinkssskrvic.ks  • klkition.s  • Publications  • securities  • state  arc  hives  • state:  library  • Wolenf.k  Library 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city 

of  St  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8»  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed 


this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  afte$tfriy  name. 
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STATE  OF  MISSOURI,  COUNTY  OF 

CIRCULATOR'S  AFFIDAVIT 
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being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and . 


. County. 


FURTHERMORE  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  I RUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Printed  Name  of  Affiant 


Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Subscribed  and  sworn  to  before  me  this day  of. 201 • 

Notary  Public  (Seal) 


Signature  of  Notary 


My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  3 

Be  it  enacted  by  the  people  of  the  State  of  Missouri  : 

Sections  290.502,  290.5 1 2,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  follows: 

§ 290.502.  Minimum  wage  rate  --  increase  or  decrease,  when 

1 Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6 50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January  1 , 2008,  and  on  January  1 of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living.  On  September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  ol  July  ot 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  US.  Department  of  Tabor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents. 

3.  Except  as  mav  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  notwithstanding  subsection  I of  this  section, 
effective  January  1. 2017.  every  employer  shall  pay  to  each  employee  wages  at  the  rate  of  $9  00  per  hour,  and  effective  January  .1., 
2018  at  the  rate  of  $10.00  per  hour,  and  effective  January  1,  2019  at  the  rate  of  $1 1 .00  per  hour,  or  wages  at  the  same  rate  or  rates  set 
under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage  applicable  to  those  covered  lobs  in  interstate  commerce, 
whichever  rate  per  hour  is  higher.  Thereafter,  the  minimum  wage  rate  shall  be  increased  or  decreased  on  January  1 , 2020,  and  on 
January  I of  successive  years,  per  the  method  set  forth  in  subsection  2 of  this  section;  but,  if  the  federal  minimum  wage  rate  is  above 
or  is  thereafter  increased  above  the  minimum  wage  rate  then  in  effect  under  this  subsection,  the  higher  federal  rate  shall  become  the 
minimum  wage  rate  for  as  long  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the  method  set  forth  in  subsection_l 

4.  Every  employer  that  is  a public  body  shall  pay  to  its  employees  wages  at  the  rates  established  by  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wages  at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  tp.bg 
subject  to  the  requirements  of  subsections  1 and  2 of  this  section.  As  used  in  this  subsection,  a public  body  means  the  state  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  any  municipality,  county, 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  state 

§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1 No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290  500  to  290.530,  the  difference  being  made  up  by  the 
employer. 

2.  Notwithstanding  subsection  1 of  this  section,  effective  January  1 , 201 7,  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  sixty  percent  of  the  minimum  _wagg 
rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wage 
specified  in  sections  290.500  to  290.530.  the  ditference  being  made  up  by  the  employer. 

3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addjtipnlo 
wages  is  required  to  pav  wages  at  the  rates  established  bv  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wages 
at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be  subiect  to  the  requirements  of  subsection  1 of 
this  section.  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290. 502 

[2]  T If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring-limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the 
cause  of  action. 

8 290,529.  Severability 

All  the  provisions  of  sections  290  500  to  290  530  are  severable  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290.500  to  290.530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290,500  to  290.530  that  can  be  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-047) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  April  15,  2015) 


Date 


May  5,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  and  $80,285  for  FY  2020. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition  and  determined  it  would  have  no  direct  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $6,283,730  for  FY  2017,  $25,032,309 
for  FY  2018,  and  $52,881,558  for  FY  2019. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  starting  1/1/2019. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rates. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal 
Year  2014  is  9.58  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal 
Care,  Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced 
Personal  Care  Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility, 
Basic  In-Home  Respite,  and  Advanced  Respite.)  Fiscal  Year  2014  actual  units  of 
service  (164,723,962)  were  multiplied  times  the  9.58  percent  average  growth  rate, 
which  yields  an  estimated  216,720,206  units  of  service  for  Fiscal  Year  2017; 
237,472,657  for  Fiscal  Year  2018;  and  260,212,299  units  for  Fiscal  Year  2019. 

• The  current  average  wage  for  personal  care  attendants  is  $8.50  + $0.89  in  taxes 
(taxes  at  10.45  percent)  equals  $9.39  per  hour,  or  $2.35  per  15  minute  unit. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available.  In  order  to  estimate  the  fiscal  impact  of  this  proposed  rule,  it  is  assumed 
that  individuals  who  deliver  services  are  equally  represented  in  ten-cent  wage 
intervals  clustered  around  the  $8.50  average  wage.  So  the  calculation 


methodology  includes  ten  wage  intervals  below  $8.50  (starting  at  the  current 
$7.50  minimum  wage)  and  ten  wage  intervals  above  $8.50  (ending  at  $9.50). 

• It  is  understood  that  the  wages  paid  to  some  individuals  are  beyond  the  $9.50 
ceiling  employed  in  the  calculation  methodology.  However,  it  is  assumed  that  the 
number  of  individuals  making  more  than  $9.50  per  hour  would  be  relatively 
small.  Also,  it  is  not  feasible  to  calculate  the  precise  amounts  absent  actual  wage 
data  and  the  number  of  units  provided  by  individuals  at  each  wage  level. 

• The  analysis  assumes  that  the  estimated  units  of  service  are  uniformly  spread 
among  the  individuals  at  the  various  21  wage  intervals  ($7.50  through  $9.50). 

• The  analysis  determines  the  difference  between  the  unit  rate  for  wages  and  taxes 
at  each  of  the  ten-cent  wage  intervals  versus  the  unit  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage 
(FMAP)  rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68 
percent  General  Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  January  1,  2017  for  $9.00  per  hour  for  calendar  year 
2017;  one-half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  and  $335,573  for  FY  2019. 

Section  290.502.3,  RSMo,  would  require  the  department  to  increase  the  minimum  wage 
rate  to  $9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1, 
2018,  to  $11  per  hour  effective  January  1,  2019,  or  to  the  wages  at  the  same  rate(s)  set 
under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable  to 
those  covered  jobs  in  interstate  commerce,  whichever  is  higher  the  minimum  wage  shall 
be  updated  every  January  1 thereafter. 

Sections  290.502.4  and  290.512.3,  RSMo,  provide  an  exemption  for  public  bodies  from 
the  provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2,  RSMo,  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  effective  January  1,  2017  to  an  excess  of 
sixty  percent  of  the  minimum  wage  rate  specified  in  Sections  290.500  to  290.530.  This 


provision  also  requires  that  such  employee’s  total  compensation  be  at  least  the  minimum 
wage  specified  in  290.500  to  290.530. 

Section  290.529,  RSMo,  makes  the  provisions  of  Sections  290.500  to  290.530  severable. 

Their  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $335,573  for  fiscal  year  2019. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  the  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department.  They  defer  to  the  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  defer  to  the  fiscal  note 
response  provided  by  the  Office  of  Administration. 


Officials  from  the  Department  of  Social  Services  indicated  they  defer  this  initiative 
petition  to  the  Office  of  Administration. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 

2017  @ $9. 00/hr.  No  impact 

2018  @ $10.00/hr.  No  impact 

2019  @ $ 11.00/hr  $15,585  annual 

Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows: 

1)  an  increase  to  $9/hour-$208,270;  2)  an  increase  to  $10/hour-$377,886;  3)  an  increase 
to  $ll/hour-$464,451.  This  reflects  pay  increases  necessary  to  increase  hourly  and 
salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.512,  290.527,  and  adds  290.529  RSMo. 

Section  290.502,  RSMo,  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $11.00  per  hour 
beginning  January  1,  2019.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  U.S.  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage;1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 


1 http  ://www  .bis . gov/cps/minwage20 1 3 .pdf 


This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$ 11.00/hr 

January  -June 

$1,464,340 

$4,407,549 

Sections  290.512,  290.527  and  290.529,  RSMo,  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  estimated  fiscal  impact  to  their 
office  is  as  follows: 

2017  $3,700 

2018  $8,300 

2019  $13,000 

Officials  from  Cole  County  indicated  they  estimate  that  an  increase  of  the  minimum 
wage  to  $1 1/hour  will  have  an  increase  of  $8,000  per  year  fiscal  impact  to  the  county. 

Officials  from  Greene  County  indicated  county  salary  costs  would  increase  by  $280,839 
annually. 

Officials  from  the  City  of  Kansas  City  indicated  since  their  direct  fiscal  cost  would  be 
subject  to  annual  City  appropriations,  this  initiative  petition  has  no  fiscal  cost  for  their 
city.  This  initiative  petition  would  have  a positive  fiscal  impact  on  their  city  as  it  would 
promote  economic  growth  and  stability. 

Economic  data  shows  that  productivity  has  grown  since  the  early  1970s  while  the  value 
of  the  minimum  wage  has  stayed  flat,  or  even  fallen.  As  a result,  the  nation  has  created  a 
growing  class  of  service  workers  and  laborers  who  are  not  paid  enough  to  support 
themselves  and  their  families.  The  current  low  minimum  wage  has  a large  negative  fiscal 
impact  on  their  city  that  cannot  be  quantified. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  a significant  overall  cost  of  between  $10-15  million  after  all  rate  increases 
were  implemented. 


Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


April  25,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  1 (Increase  to  $15) 

Version  2 (Increase  to  $12) 

Version  3 (Increase  to  $11) 

This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  three 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  three  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 

Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 

All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 
minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 
minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 


homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 
sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying 
studies  as  his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-045, 
2016-046  and  2016-047  (the  “Initiative  Petitions”).  If  passed,  any  of  these  three 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases.  In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has 
previously  found  Dr.  Macpherson’ s analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10 
per  hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to 
have  become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly 
15,000  jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10 
minimum  wage  would  be  $87  million  annually.  While  this  study  did  not  address  the 
specific  proposals  in  the  Initiative  Petitions,  Dr.  Macpherson’ s methodology  applies 
directly  to  the  impact  of  the  proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier 
minimum  wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details 
the  impact  of  a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is 
attached  hereto  as  Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local 
entities  would  pay  out  $16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a loss  of  over  $22 
million  to  a loss  of  $13  million.  While  this  study  is  now  three  years  old,  the  analysis  is 
pertinent  to  the  proposed  wage  increase  in  the  Initiative  Petitions.  Notably,  using  Dr. 
Macpherson’s  methodology,  the  heightened  minimum  wage  proposals  contained  in  the 
Initiative  Petitions  would  have  a substantially  greater  negative  fiscal  impact  than  that 
found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political 
bias.  Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on 
Missouri  businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money 
is  created;  Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their 
taxable  income  and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment. 
Regarding  secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from 
assessing  only  one  half  of  the  wage  increase  equation. 

In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments. 
As  has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the 


hundreds  of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will 
take  the  time  to  provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests. 
Further,  the  Auditor’s  requests  are  simply  sent  to  a sample  of  governmental  employers. 
The  more  appropriate  method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use 
the  actual  number  of  minimum  wage  workers  who  work  for  state  and  local  governments, 
as  calculated  by  the  United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the 
sums  reported  in  the  scattershot  and  unreliable  fiscal  note  responses  from  state  and  local 
entities,  the  Auditor  should  supplement  them  with  broader  analyses  such  as  those  of  Dr. 
Macpherson.  At  the  very  least,  the  Auditor  should  state  in  the  fiscal  note  summary  that 
state  and  local  impacts  are  “large”  or  “substantial,”  rather  than  simply  reporting  impacts 
of  “at  least”  the  few  thousand  dollars  in  costs  that  may  or  may  not  be  reported  by  those 
local  entities  that  take  the  time  to  respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should 
abandon  the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a 
new  provision  they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if 
“there  are  appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The 
proponents  will  urge  the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund 
the  increases,  and  that  therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside 
unjustifiable  projections  about  the  political  judgments  of  legislators,  the  provision  is  of 
uncertain  legal  effect  and  constitutionality.  On  the  one  hand,  it  may  not  change  existing 
law,  since  arguably  the  legislature  always  has  the  power  to  reduce  or  increase 
appropriations.  But  it  is  also  unclear  whether  the  legislature  has  the  power  to  fix  wage 
rates  within  an  appropriations  bill,  or  whether  a mere  statutory  petition  can  confer  this 
type  of  power  upon  the  legislature.  The  application  of  the  requirement  for  a specific  type 
and  manner  of  appropriation  is  also  unclear  in  the  context  of  political  subdivisions  and 
other  public  bodies  whose  funds  are  generally  not  appropriated  by  the  general  assembly. 
These  are  just  a few  examples  of  the  serious  flaws  with  the  proposal  itself  that  may  have 
to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a matter  of  law,  it  would  be 
insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to  simply  assume  that 
these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that  legislators  will  not  in 
fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state  government.  Such 
assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and  fiscal  note 
summary  by  tens  of  millions  of  dollars. 
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Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,”  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Contemporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  707-728,  with  William  Even. 

“The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,”  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hirsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 


"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review , April  1994,  pp.  439-453,  with  William  Even. 
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"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Journal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 

Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hirsch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 


"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business , Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  Janies  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284. 

"Unionism  and  the  Dispersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

“The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,”  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,”  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

“A  Comparison  of  Hurricane  Loss  Models,”  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
31-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

“A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,”  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patrick  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

“The  History  of  Property  Tax  Capitalization  in  Real  Estate,”  Journal  of  Real  Estate 
Literature,  Issue  3 2008,  pp.  327-343,  with  Dean  Gatzlaff  and  Stacy  Simians. 

“Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,”  Journal  of  Real  Estate 
Literature,  Issue  2 2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

“The  Title  Insurance  Industry:  Examining  a Decade  of  Growth,”  Journal  of  Insurance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

“The  Value  of  Housing  Characteristics:  A Meta  Analysis”  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 


"The  Composition  of  Hedonic  Pricing  Models,”  Journal  of  Real  Estate  Literature,  Issue 
1 2005,  pp.  3-43,  with  Stacy  Sirmans. 
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"The  State  of  Affordable  Housing,”  Journal  of  Real  Estate  Literature,  Issue  2 2003,  pp. 
133-155,  with  Stacy  Simians. 

“Affinity  Programs  and  Real  Estate  Brokerage,”  Journal  of  Real  Estate  Research, 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

“Neighborhood  Diversity  and  House  Price  Appreciation,”  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

“Forecasting  Seniors  Housing  Demand  in  Florida,”  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 


35 


11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  may  be  up  to 
$73  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $189  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


James  C.  Kirkpatrick 
Statk  Information  Cf.ntf.r 
(573)751  4936 


STATE  AUDITOR  S OFF'CE 

F?  /Si  n n n 


D 


APR  1 5 2015 

n^auuniy 


Jason  Kander 


1(jtQH(o 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  15,2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  2 (2016-046). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  April  14,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  Cut  65101 

administrator,  rules  • business  Services  • elections  • publications  • Securities  • state  Arc  hives  • state  library  • wolener  library 


County. 
Page  No.. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We  the  undersigned,  registered  voters  of  the  state  of  Missouri  and — — — — —County  (or  city 

of  St  Louis]  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval or 
rejection,  at  the  general  election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  s.gned 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and — County  ( 

city  of  SL  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  aftermy  name. 


[Official  Ballot  title] 


-TD 


JO 


CIRCULATOR  S AFFIDAVIT 


~n 


STATE  OF  MISSOURI,  COUNTY  OF. 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


CO 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  anu  earn  ui  mcm  ..w  — 

or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missour, 


and . 


. County. 


I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 
Notary  Public  (Seal) 


Printed  Name  of  Affiant 

day  of 

A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  2 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Sections  290.502,  290.512,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  follows: 

§ 290.502.  Minimum  wage  rate  - increase  or  decrease,  when 

1 Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January  1, 2008,  and  on  January  I ot  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living  On  September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  U S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents. 

3,  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  notwithstanding  subsection  l_ot  this  section, 
effective  January  1 , 201 7.  every  employer  shall  pav  to  each  employee  wages  at  the  rate  of  $9.00  per  hour,  and  effective  January  1 , 
2018  at  the  rate  of  $10.00  per  hour,  and  effective  January  1, 2019  at  the  rate  of  $ I I 00  per  hour,  and  effective  January  I,  2020  at  the 
rate  of  $12.00  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum 
wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher.  Thereafter,  the  minimum  wage  rate 
shall  be  increased  or  decreased  on  January  1 , 202 1 . and  on  January  1 of  successive  years,  per  the  method  set  forth  in  subsection  2 of 
this  section:  but,  if  the  federal  minimum  wage  rate  is  above  or  is  thereafter  increased  above  the  minimum  wage  rate  then  in  effect 
under  this  subsection,  the  higher  federal  rate  shall  become  the  minimum  wage  rate  for  as  long  as  it  remains  higher  and  shall  be 
increased  or  decreased  per  the  method  set  forth  in  subsection  2. 

4.  Every  employer  that  is  a public  body  shall  pav  to  its  employees  wages  at  the  rates  established  by  subsection  3 of  this,  section  only 
provided  there  are  appropriations  for  wages  at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  1 and  2 ot  this  section  As  used  in  this  subsection,  a public  body  means  the  state  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  any  municipality,  county, 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  state 

§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the 
employer. 

2.  Notwithstanding  subsection  1 of  this  section,  effective  January  I.  2017,  no  employer  of  any  employee  who  receives  and_retamg 
compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to  pav  wages  in  excess  of  sixty  percent  of  the  minimum  wagg 
rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wage 
specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer 

3 A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wages  is  required  to  pav  wages  at  the  rates  established  by  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wa^es 
at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be  subiect  to  the  requirements  of  subsection  1 of 
this  section  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290.502. 


[2  ] 4.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring-limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  ot  the 
cause  of  action 

S 290.529.  Severability 

All  the  provisions  of  sections  290,500  to  290.530  are  severable  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290. 500  to  290,530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  jurisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290.500  to  290.530  that  can  be  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-046) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  April  15,  2015) 


Date 


May  5,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  and  $267,534  for  FY  2021. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition  and  determined  it  would  have  no  direct  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $6,283,730  for  FY  2017,  $25,032,309 
for  FY  2018,  $52,881,558  for  FY  2019,  and  $86,706,336  for  FY  2020. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  starting  1/1/2020. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal 
Year  2014  is  9.58  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal 
Care,  Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced 
Personal  Care  Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility, 
Basic  In-Home  Respite,  and  Advanced  Respite.)  Fiscal  Year  2014  actual  units  of 
service  (164,723,962)  were  multiplied  times  the  9.58  percent  average  growth  rate, 
which  yields  an  estimated  216,720,206  units  of  service  for  Fiscal  Year  2017; 
237,472,657  for  Fiscal  Year  2018;  260,212,299  units  for  Fiscal  Year  2019;  and 
285,129,419  for  Fiscal  Year  2020. 

• The  current  average  wage  for  personal  care  attendants  is  $8.50  + $0.89  in  taxes 
(taxes  at  10.45  percent)  equals  $9.39  per  hour,  or  $2.35  per  15  minute  unit. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available.  In  order  to  estimate  the  fiscal  impact  of  this  proposed  rule,  it  is  assumed 
that  individuals  who  deliver  services  are  equally  represented  in  ten-cent  wage 


intervals  clustered  around  the  $8.50  average  wage.  So  the  calculation 
methodology  includes  ten  wage  intervals  below  $8.50  (starting  at  the  current 
$7.50  minimum  wage)  and  ten  wage  intervals  above  $8.50  (ending  at  $9.50). 

• It  is  understood  that  the  wages  paid  to  some  individuals  are  beyond  the  $9.50 
ceiling  employed  in  the  calculation  methodology.  However,  it  is  assumed  that  the 
number  of  individuals  making  more  than  $9.50  per  hour  would  be  relatively 
small.  Also,  it  is  not  feasible  to  calculate  the  precise  amounts  absent  actual  wage 
data  and  the  number  of  units  provided  by  individuals  at  each  wage  level. 

• The  analysis  assumes  that  the  estimated  units  of  service  are  uniformly  spread 
among  the  individuals  at  the  various  21  wage  intervals  ($7.50  through  $9.50). 

• The  analysis  determines  the  difference  between  the  unit  rate  for  wages  and  taxes 
at  each  of  the  ten-cent  wage  intervals  versus  the  unit  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage 
(FMAP)  rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68 
percent  General  Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017; 
one-half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  and  $381,796  for  FY  2020. 

Section  290.502.3,  RSMo,  would  require  the  department  to  increase  the  minimum  wage 
rate  to  $9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1, 
2018,  to  $11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1, 
2020,  or  to  the  wages  at  the  same  rate(s)  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  age  applicable  to  those  covered  jobs  in  interstate  commerce, 
whichever  is  higher  the  minimum  wage  shall  be  updated  every  January  1 thereafter. 

Sections  290.502.4  and  290.512.3,  RSMo,  provides  an  exemption  for  public  bodies  from 
the  provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 


Section  290.512.2,  RSMo,  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  effective  January  1,  2017  to  an  excess  of 
sixty  percent  of  the  minimum  wage  rate  specified  in  Sections  290.500  to  290.530.  This 
provision  also  requires  that  such  employee’s  total  compensation  be  at  least  the  minimum 
wage  specified  in  290.500  to  290.530. 

Section  290.529,  RSMo,  makes  the  provisions  of  Sections  290.500  to  290.530  severable. 

Their  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $381,796  for  fiscal  year  2020. 

This  legislation  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every  January  1. 

For  full  time  employees  throughout  the  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 

They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department.  They  defer  to  the  Office  of  Administration  for  impact  as  an 
employer. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  they  defer  to  the  fiscal  note 
response  provided  by  the  Office  of  Administration. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  this  initiative 
petition  to  the  Office  of  Administration. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 


2017  @ $9. 00/hr. 

2018  @ $ 10.00/hr. 

2019  @ $1 1.00/hr 

2020  @ $ 12.00/hr 


No  impact 
No  impact 
$15,585  annual 
$30,170  annual 


Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows: 

1)  an  increase  to  $9/hour-$208,270;  2)  an  increase  to  $10/hour-$377,886;  3)  an  increase 
to  $ll/hour-$464,451;  4)  an  increase  to  $12/hour-$578,966.  This  reflects  pay  increases 
necessary  to  increase  hourly  and  salaried  pay  rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.512,  290.527,  and  adds  290.529  RSMo. 

Section  290.502,  RSMo,  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $12.00  per  hour 
beginning  January  1,  2020.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could 
impact  revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 


• Increased  wages  for  certain  employees.  According  to  the  U.S.  Bureau  of  Labor 
Statistics,  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at  or 
below  the  federal  minimum  wage;1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

1 http  ://www  .bis . gov/cps/minwage20 1 3 .pdf 


• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$ 11.00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$ 11.00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

Sections  290.512,  290.527  and  290.529,  RSMo,  will  not  impact  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 


needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  estimated  fiscal  impact  to  their 
office  is  the  following: 

2017  $3,700 

2018  $8,300 

2019  $13,000 

2020  $17,700 

Officials  from  Greene  County  provided  information  related  to  the  increase  in  hourly 
wage  rates  for  county  employee  classifications  that  would  be  affected  by  this  initiative 
petition  but  did  not  provide  information  regarding  any  changes  in  estimated  costs  or 
revenues  for  the  county. 

Officials  from  the  City  of  Kansas  City  indicated  since  their  direct  fiscal  cost  would  be 
subject  to  annual  City  appropriations,  this  initiative  petition  has  no  fiscal  cost  for  their 
city.  This  initiative  petition  would  have  a positive  fiscal  impact  on  their  city  as  it  would 
promote  economic  growth  and  stability. 

Economic  data  shows  that  productivity  has  grown  since  the  early  1970s  while  the  value 
of  the  minimum  wage  has  stayed  flat,  or  even  fallen.  As  a result,  the  nation  has  created  a 
growing  class  of  service  workers  and  laborers  who  are  not  paid  enough  to  support 
themselves  and  their  families.  The  current  low  minimum  wage  has  a large  negative  fiscal 
impact  on  their  city  that  cannot  be  quantified. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  a significant  overall  cost  of  between  $15-25  million  after  all  rate  increases 
were  implemented. 


Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


April  25,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  1 (Increase  to  $15) 

Version  2 (Increase  to  $12) 

Version  3 (Increase  to  $11) 

This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  three 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  three  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 

Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 

All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 
minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 
minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 


homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 
sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying 
studies  as  his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-045, 
2016-046  and  2016-047  (the  “Initiative  Petitions”).  If  passed,  any  of  these  three 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases.  In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has 
previously  found  Dr.  Macpherson’ s analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10 
per  hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to 
have  become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly 
15,000  jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10 
minimum  wage  would  be  $87  million  annually.  While  this  study  did  not  address  the 
specific  proposals  in  the  Initiative  Petitions,  Dr.  Macpherson’ s methodology  applies 
directly  to  the  impact  of  the  proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier 
minimum  wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details 
the  impact  of  a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is 
attached  hereto  as  Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local 
entities  would  pay  out  $16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a loss  of  over  $22 
million  to  a loss  of  $13  million.  While  this  study  is  now  three  years  old,  the  analysis  is 
pertinent  to  the  proposed  wage  increase  in  the  Initiative  Petitions.  Notably,  using  Dr. 
Macpherson’s  methodology,  the  heightened  minimum  wage  proposals  contained  in  the 
Initiative  Petitions  would  have  a substantially  greater  negative  fiscal  impact  than  that 
found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political 
bias.  Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on 
Missouri  businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money 
is  created;  Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their 
taxable  income  and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment. 
Regarding  secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from 
assessing  only  one  half  of  the  wage  increase  equation. 

In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments. 
As  has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the 


hundreds  of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will 
take  the  time  to  provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests. 
Further,  the  Auditor’s  requests  are  simply  sent  to  a sample  of  governmental  employers. 
The  more  appropriate  method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use 
the  actual  number  of  minimum  wage  workers  who  work  for  state  and  local  governments, 
as  calculated  by  the  United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the 
sums  reported  in  the  scattershot  and  unreliable  fiscal  note  responses  from  state  and  local 
entities,  the  Auditor  should  supplement  them  with  broader  analyses  such  as  those  of  Dr. 
Macpherson.  At  the  very  least,  the  Auditor  should  state  in  the  fiscal  note  summary  that 
state  and  local  impacts  are  “large”  or  “substantial,”  rather  than  simply  reporting  impacts 
of  “at  least”  the  few  thousand  dollars  in  costs  that  may  or  may  not  be  reported  by  those 
local  entities  that  take  the  time  to  respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should 
abandon  the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a 
new  provision  they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if 
“there  are  appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The 
proponents  will  urge  the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund 
the  increases,  and  that  therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside 
unjustifiable  projections  about  the  political  judgments  of  legislators,  the  provision  is  of 
uncertain  legal  effect  and  constitutionality.  On  the  one  hand,  it  may  not  change  existing 
law,  since  arguably  the  legislature  always  has  the  power  to  reduce  or  increase 
appropriations.  But  it  is  also  unclear  whether  the  legislature  has  the  power  to  fix  wage 
rates  within  an  appropriations  bill,  or  whether  a mere  statutory  petition  can  confer  this 
type  of  power  upon  the  legislature.  The  application  of  the  requirement  for  a specific  type 
and  manner  of  appropriation  is  also  unclear  in  the  context  of  political  subdivisions  and 
other  public  bodies  whose  funds  are  generally  not  appropriated  by  the  general  assembly. 
These  are  just  a few  examples  of  the  serious  flaws  with  the  proposal  itself  that  may  have 
to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a matter  of  law,  it  would  be 
insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to  simply  assume  that 
these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that  legislators  will  not  in 
fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state  government.  Such 
assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and  fiscal  note 
summary  by  tens  of  millions  of  dollars. 
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The  Impact  of  a $10.10  Minimum 
Wage  on  Jobs  and  Taxpayer 
Costs  in  Missouri 


Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 
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RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 


7 


TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 
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Publications  in  Books 

“Improving  Pension  Coverage  at  Small  Firms,”  with  William  Even,  in  Overcoming 
Barriers  to  Entrepreneurship,  ed.  Diana  Furchtgott-Roth,  Rowman  & Littlefield,  2008. 


“Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions”  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

“Living  Wage  Laws  and  the  Case  for  a Targeted  Wage  Subsidy,”  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

“Benefits  and  Worker  Productivity,”  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings,"  with  William 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parham,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Verma,  University  of  Toronto  Press,  2001. 

“The  Effect  of  a Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,”  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Workforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Work:  A Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

“Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,”  with  Tim  Salmon  and  Kislaya  Prasad,  under  review.  Journal  of  Business 
and  Economic  Organization 

“What  Do  Unions  Do  to  Pension  Performance?”  with  William  Even,  September  2011, 
under  revision 

“Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage”  March  2011, 
with  Barry  Hirsch  and  John  Winters. 

“The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment,” 
with  William  Even,  under  revision,  July  2010. 

“Participant  Direction  in  Defined  Contribution  Plans,”  April  2006,  with  William  Even, 
under  revision. 

“Do  Pensions  Impede  Phased  Retirement?”  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

“An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,”  under  review  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCullough,  and  Cassandra 
Cole. 

“The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,”  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleen  McCullough. 


Funded  Projects 


Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
“Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,”  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  State  Technical  College  of  Missouri,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  may  be  up  to 
$125  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $249  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


Jam ks  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


April  15,  2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


STATE  AUDITOR'S  OFFICE 

^a/anminnra 

APR  1 5 2015 

n^aii  u a\5 


Elections  Division 
(573)751  2301 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Lara  Granich  regarding  a proposed  statutory  amendment  to 

Chapter  290,  version  1 (2016-045) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Lara  Granich  on  April  14,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  vv.  Main  Street  • Jefferson  City  65101 

Administrative  rules  • Business  Services  • Elections  • publications  • Securities  • state  Archives  • state  library  • Wolhner  library 


County. 
Page  No.. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We  the  undersigned,  registered  voters  of  the  state  of  Missouri  and — - — -County  (or  city 

of  St  Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8*  day  of  November,  2016,  and  each  for  himself  or  herself  says:  l have  personally  signed 

this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and  — County  (or 

city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


[Official  Ballot  title] 


Cn_ 

W\ 


r-o 

a 


:xj 


n 


CIRCULATOR’S  AFFIDAVIT 


~a 

3C 


TJ 


STATE  OF  MISSOURI,  COUNTY  OF . 
I,_ 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers)  — 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Number)  (Street),  (City,  Town,  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 



signed  this  page  of  the  foregoing  petition,  ana  eacn  ui  uiem  v,.  ..v.  

or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 


and. 


. County. 


I am  at  least  18  years  of  age.  Ido do  not (check  one)  expect  to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


(Name  of  payer) 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 
Notary  Public  (Seal) 


Printed  Name  of  Affiant 

day  nf 

A.D.  201 

Address  of  Affiant  (Street,  City,  State  & Zip  Code) 

Signature  of  Notary 

My  commission  expires 


Address  of  Notary  (Street,  City,  State  & Zip  Code) 


Statutory  Amendment  to  Chapter  290,  RSMo,  Relating  to  the  Minimum  Wage,  Version  1 


Sections  290.502,  290.512,  and  290.527  are  amended  and  a new  section  to  be  known  as  section  290.529  is  enacted  to  read  as  follows: 

§ 290.502.  Minimum  wage  rate  — increase  or  decrease,  when 

1 Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  January  1 , 2007,  every  employer  shall  pay 
to  each  employee  wages  at  the  rate  of  $ 6.50  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher 

2 The  minimum  wage  shall  be  increased  or  decreased  on  January  I,  2008,  and  on  January  I of  successive  years,  by  the  increase  or 
decrease  in  the  cost  of  living  On  September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure 
the  increase  or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of 
the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor 
index  as  published  by  the  U S.  Department  of  Uabor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents. 

3.  Except  as  mav  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530.  notwithstanding  subsection  1 of  this  section, 
effective  January  1.  2017.  every  employer  shall  pay  to  each  employee  wages  at  the  rate  of  $9.00  per  hour,  and  effective  January  I, 
2018  at  the  rate  of  $10.00  per  hour,  and  effective  January  1. 2019  at  the  rate  of  $1 1.00  per  hour,  and  effective  January  1, 2020  at  the 
rate  of  $12.00  per  hour,  and  effective  January  1. 2021  at  the  rate  of  $13.00  per  hour,  and  effective  January  I.  2022  at  the  rate  of  $14,00 
per  hour,  and  effective  January  1. 2023  at  the  rate  of  $15.00  per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of 
federal  law  as  the  prevailing  federal  minimum  wage  applicable  to  those  covered  lobs  in  interstate  commerce,  whichever  rate  per  hour 
is  higher.  Thereafter,  the  minimum  wage  rate  shall  be  increased  or  decreased  on  January  I,  2024,  and  on  January  I of  successive 
years,  per  the  method  set  forth  in  subsection  2 of  this  section:  but,  if  the  federal  minimum  wage  rate  is  above  or  is  thereafter  increased 
above  the  minimum  wage  rate  then  in  effect  under  this  subsection,  the  higher  federal  rate  shall  become  the  minimum  wage  rate  for_as 
long  as  it  remains  higher  and  shall  be  increased  or  decreased  per  the  method  set  forth  in  subsection  2 

4 Every  employer  that  is  a public  body  shall  pay  to  its  employees  wages  at  the  rates  established  by  subsection  3 of  this  section  only 
provided  there  are  appropriations  for  wages  at  those  rates  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be 
subject  to  the  requirements  of  subsections  1 and  2 of  this  section.  As  used  in  this  subsection,  a public  body  means  the  state  of 
Missouri,  or  any  officer,  agency,  department,  bureau,  or  division,  board  or  commission  of  the  state,  or  any  municipality,  county, 
township,  authority,  district,  or  any  other  political  subdivision  of  or  within  the  state. 

§ 290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirement 

1 . No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to 
pay  wages  in  excess  of  fifty  percent  of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total  compensation 
for  such  employee  shall  total  at  least  the  minimum  wage  specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the 
employer 

2.  Notwithstanding  subsection  1 of  this  section,  effective  January  1. 2017.  no  employer  of  any  employee  who  receives  and  retains 
compensation  in  the  form  of  gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  sixty  percent  of  the  minimum  wage 
rate  specified  in  sections  290.500  to  290. 530,  however,  total  compensation  for  such  employee  shall  total  at  least  the  minimum  wage 
specified  in  sections  290.500  to  290  530.  the  difference  being  made  up  by  the  employer 

3.  A public  body  that  is  the  employer  of  an  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities  in  addition  to 
wages  is  required  to  pav  wages  at  the  rates  established  by  subsection  2 of  this  section  only  provided  there  are  appropriations  for  wages 
at  those  rates.  If  appropriations  are  not  provided,  the  public  body  shall  continue  to  be  subject  to  the  requirements  of  subsection  1 of 
this  section.  As  used  in  this  subsection,  a public  body  is  defined  as  in  subsection  4 of  section  290. 502. 

[2.]  4.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment  and  if  he  is 
not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise  required  to  be  paid  by  sections  290.500  to 
290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed  on  a weekly  basis.  The  director  shall  provide  by 
regulation  a method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu  of  the  wages  otherwise  required  to  be  paid 
under  the  provisions  of  sections  290.500  to  290.530.  He  shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods 
and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

§ 290.527.  Action  for  underpayment  of  wages,  employee  may  bring—limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue  of  sections 
290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  unpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to  the  employee  by  the  employer  and  for  costs 
and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to 
the  action.  All  actions  for  the  collection  of  any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the 


§ 290  529.  Severability 

All  the  provisions  of  sections  290.500  to  290.530  are  severable.  If  any  provision,  including  any  section,  subsection,  subdivision, 
paragraph,  sentence,  or  clause,  of  sections  290,500  to  290.530.  or  the  application  thereof  to  any  person  or  circumstance,  is  found  by  a 
court  of  competent  mrisdiction  to  be  invalid,  unconstitutional,  or  unconstitutionally  enacted,  such  decision  shall  not  affect  other 
provisions  or  applications  of  sections  290. 500  to  290.530  that  can  be  given  effect  without  the  invalid,  unconstitutional,  or 
unconstitutionally  enacted  provision  or  application. 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 


cause  of  action. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-045) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  April  15,  2015) 


Date 


May  5,  2015 

Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Lara  Granich  provided  information  as  a proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
total  estimated  costs  for  all  state  funds  will  be  $0  for  FY  (fiscal  year)  2017,  $7,078  for 
FY  2018,  $87,363  for  FY  2019,  $347,819  for  FY  2020,  $790,578  for  FY  2021, 
$1,164,782  for  FY  2022,  $1,449,700  for  FY  2023,  and  $807,962  for  FY  2024. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  initiative  petition  and  determined  it  would  have  no  direct,  immediate 
fiscal  impact  on  their  department.  However,  because  the  salary  provisions  extend  to  2023 
and  they  cannot  project  their  employment  or  salary  policies  at  that  time,  the  long  term 
impact  is  unknown. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  the 
total  estimated  net  cost  for  all  state  funds  will  be  $6,283,730  for  FY  2017,  $25,032,309 
for  FY  2018,  $52,881,558  for  FY  2019,  $86,706,336  for  FY  2020,  $126,687,847  for  FY 
2021,  $173,501,427  for  FY  2022,  and  $228,118,804  for  FY  2023. 

DHSS  defers  to  the  Office  of  Administration  regarding  the  statewide  fiscal  impact  of  this 
proposed  legislation  relating  to  state  employee  wages. 

Small  Medicaid  Home  and  Community  Based  Services  (HCBS)  vendors  and  providers 
would  be  required  to  ensure  attendants  are  paid  a minimum  of  $9.00  per  hour  for  calendar 
year  2017,  $10.00  per  hour  for  calendar  year  2018,  $11.00  per  hour  for  calendar  year 
2019,  $12.00  per  hour  for  calendar  year  2020,  $13.00  per  hour  for  calendar  year  2021, 
$14.00  per  hour  for  calendar  year  2022,  and  $15.00  per  hour  starting  1/1/2023. 

DHSS  assumes  HCBS  providers  and  vendors  would  request  an  increase  in  the 
reimbursement  rate  to  offset  the  higher  minimum  wage  rate. 

• The  average  growth  in  units  of  service  per  year  from  Fiscal  Year  2012  to  Fiscal 
Year  2014  is  9.58  percent.  (Units  are  included  from  Agency  Model  Personal  Care, 
Residential  Care  Facility  Personal  Care,  Consumer  Directed  Services  Personal 
Care,  Adult  Day  Care,  Independent  Living  Waiver  Personal  Care,  Advanced 
Personal  Care  Agency  Model,  Advanced  Personal  Care  Residential  Care  Facility, 
Basic  In-Home  Respite,  and  Advanced  Respite.)  Fiscal  Year  2014  actual  units  of 
service  (164,723,962)  were  multiplied  times  the  9.58  percent  average  growth  rate, 
which  yields  an  estimated  216,720,206  units  of  service  for  Fiscal  Year  2017; 
237,472,657  for  Fiscal  Year  2018;  260,212,299  units  for  Fiscal  Year  2019; 


285,129,419  units  for  Fiscal  Year  2020;  312,432,524  units  for  FY  2021; 
343,350,089  units  for  FY  2022:  and  375,132,467  units  for  FY  2023. 

• The  current  average  wage  for  personal  care  attendants  is  $8.50  + $0.89  in  taxes 
(taxes  at  10.45  percent)  equals  $9.39  per  hour,  or  $2.35  per  15  minute  unit. 

• Actual  wage  data  for  the  individuals  involved  in  delivery  of  units  of  service  is  not 
available.  In  order  to  estimate  the  fiscal  impact  of  this  proposed  rule,  it  is  assumed 
that  individuals  who  deliver  services  are  equally  represented  in  ten-cent  wage 
intervals  clustered  around  the  $8.50  average  wage.  So  the  calculation 
methodology  includes  ten  wage  intervals  below  $8.50  (starting  at  the  current 
$7.50  minimum  wage)  and  ten  wage  intervals  above  $8.50  (ending  at  $9.50). 

• It  is  understood  that  the  wages  paid  to  some  individuals  are  beyond  the  $9.50 
ceiling  employed  in  the  calculation  methodology.  However,  it  is  assumed  that  the 
number  of  individuals  making  more  than  $9.50  per  hour  would  be  relatively 
small.  Also,  it  is  not  feasible  to  calculate  the  precise  amounts  absent  actual  wage 
data  and  the  number  of  units  provided  by  individuals  at  each  wage  level. 

• The  analysis  assumes  that  the  estimated  units  of  service  are  uniformly  spread 
among  the  individuals  at  the  various  21  wage  intervals  ($7.50  through  $9.50). 

• The  analysis  determines  the  difference  between  the  unit  rate  for  wages  and  taxes 
at  each  of  the  ten-cent  wage  intervals  versus  the  unit  rate  for  wages  and  taxes. 

• Services  would  be  reimbursed  at  the  Federal  Medical  Assistance  Percentage 
(FMAP)  rate.  For  this  estimate,  DHSS  is  using  FY  2016  blended  rate  of  36.68 
percent  General  Revenue  and  63.32  percent  Federal. 

• The  implementation  date  is  1/1/2017  for  $9.00  per  hour  for  calendar  year  2017; 
one-half  of  Fiscal  Year  2017. 

• The  implementation  date  is  1/1/2018  for  $10.00  per  hour  for  calendar  year  2018. 

• The  implementation  date  is  1/1/2019  for  $1 1.00  per  hour  for  calendar  year  2019. 

• The  implementation  date  is  1/1/2020  for  $12.00  per  hour  for  calendar  year  2020. 

• The  implementation  date  is  1/1/2021  for  $13.00  per  hour  for  calendar  year  2021. 

• The  implementation  date  is  1/1/2022  for  $14.00  per  hour  for  calendar  year  2022. 

• The  implementation  date  is  1/1/2023  for  $15.00  per  hour. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Administration  for  response  to  this 
petition  regarding  their  employee  cost  as  it  relates  to  raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Administration  for  the  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  estimated  total  costs 
for  salaries,  fringe  benefits,  equipment  and  expenses  for  all  state  funds  will  be  $111,081 
for  FY  2017,  $273,155  for  FY  2018,  $335,573  for  FY  2019,  $381,796  for  FY  2020, 
$533,892  for  FY  2021,  $931,422  for  FY  2022,  and  $1,682,181  for  FY  2023. 


Section  290.502.3,  RSMo,  would  require  the  department  to  increase  the  minimum  wage 
rate  to  $9.00  per  hour  effective  January  1,  2017,  to  $10  per  hour  effective  January  1, 

2018,  to  $11  per  hour  effective  January  1,  2019,  to  $12  per  hour  effective  January  1, 

2020,  to  $13  per  hour  effective  January  1,  2021,  to  $14  per  hour  effective  January  1, 

2022,  and  to  $15  per  hour  effective  January  1,  2023,  or  to  the  wages  at  the  same  rate(s) 

set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  age  applicable 
to  those  covered  jobs  in  interstate  commerce,  whichever  is  higher.  The  minimum  wage 
shall  be  updated  every  January  1 thereafter. 

Sections  290.502.4  and  290.512.3,  RSMo,  provide  an  exemption  for  public  bodies  from 
the  provision  of  290.502.3  if  appropriations  for  wages  at  those  rates  are  not  provided. 

Section  290.512.2,  RSMo,  would  require  the  department  to  increase  minimum  wage  for 
employees  that  receive  and  retain  gratuities  effective  January  1,  2017  to  an  excess  of 
sixty  percent  of  the  minimum  wage  rate  specified  in  Sections  290.500  to  290.530.  This 
provision  also  requires  that  such  employee’s  total  compensation  be  at  least  the  minimum 
wage  specified  in  290.500  to  290.530. 

Section  290.529,  RSMo,  makes  the  provisions  of  Sections  290.500  to  290.530  severable. 

Their  department  anticipates  the  cost  of  the  proposed  legislation  to  start  at  $111,081 
annually  for  fiscal  year  2017  and  ultimately  increase  to  $1,682,181  in  fiscal  year  2023. 

This  initiative  petition  requires  the  minimum  wage  to  be  reviewed  and  adjusted  every 
January  1. 

For  full  time  employees  throughout  their  department  they  compared  their  current  hourly 
wage  rate  to  the  minimum  wage  rate  in  the  proposed  legislation,  taking  the  difference  by 
2,080  hours  multiplied  by  the  fringe  rate  for  full  time  staff. 

Missouri  State  Parks  employs  between  500-750  seasonal  positions  each  year.  In  order  to 
reflect  a full  year  of  seasonal  employment,  they  based  on  their  analysis  off  of  FY14 
staffing  levels  and  upgraded  their  hourly  wage  to  January  1,  2015.  They  then  analyzed 
each  January  1 upgrade  to  minimum  wage  compared  to  the  prior  year  estimate.  They 
assumed  the  per  fiscal  year  designated  minimum  wage  amount  would  be  greater  than  the 
federal  minimum  wage. 

Missouri  State  Parks  does  employ  staff  that  is  eligible  for  tips.  For  those  individuals,  they 
are  required  to  ensure  that  their  total  wage  plus  tips  meet  or  exceed  the  established 
minimum  wage  rate  for  non-tip  staff.  Therefore,  they  assumed  the  same  minimum  wage 
for  estimated  impact  as  other  staff. 

Seasonal  positions’  fringe  benefit  rate  is  7.65  percent.  Full  time  staff  would  begin  to  be 
given  minimum  wage  increases  in  fiscal  year  2020. 


They  also  made  the  assumption  that  the  personal  service  appropriations  would  be 
adjusted  according  to  the  levels  necessary  to  provide  the  increased  minimum  wages 
provided  in  the  law. 

Officials  from  the  Department  of  Corrections  indicated  they  defer  to  the  Office  of 
Administration. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  defer  to  the  fiscal  note 
response  provided  by  the  Office  of  Administration. 

Officials  from  the  Department  of  Social  Services  indicated  they  defer  this  initiative 
petition  to  the  Office  of  Administration. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  their  cost  calculations 
related  to  this  initiative  petition  is  as  follows  based  on  15  part-time  employees  working 
1,039  hours  per  year: 


2017  @ $9. 00/hr. 

2018  @ $ 10.00/hr. 

2019  @ $ 11.00/hr. 

2020  @ $ 12.00/hr. 

2021  @ $13. 00/hr. 

2022  @ $ 14.00/hr. 

2023  @ $15. 00/hr. 


No  impact 
No  impact 
$15,585  annual 
$30,170  annual 
$46,755  annual 
$62,340  annual 
$77,925  annual 


Officials  from  the  Department  of  Conservation  indicated  that  this  proposal,  which 
would  increase  the  minimum  wage,  would  result  in  estimated  additional  annual  cost  to 
their  department  as  follows: 

1)  an  increase  to  $9/hour-$208,270;  2)  an  increase  to  $10/hour-$377,886;  3)  an  increase 
to  $ll/hour-$464,451;  4)  an  increase  to  $12/hour-$578,966;  5)  an  increase  to  $13/hour- 
$743,578;  6)  an  increase  to  $14/hour-$87 1,670;  and  7)  an  increase  to  $15/hour- 
$1,036,042.  This  reflects  pay  increases  necessary  to  increase  hourly  and  salaried  pay 
rates  to  the  proposed  new  minimum  wage. 

Officials  from  the  Office  of  Administration  (OA)  indicated  the  proposal  amends 
Sections  290.502,  290.512,  290.527,  and  adds  290.529,  RSMo. 


Section  290.502,  RSMo,  increases  the  minimum  wage  to  $9.00  per  hour,  beginning 
January  1,  2017  and  by  another  $1.00  per  hour  each  year  until  it  reaches  $15.00  per  hour 
beginning  January  1,  2023.  Thereafter,  the  minimum  wage  will  be  adjusted  annually 
based  on  the  increase/decrease  in  the  cost  of  living. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

• Increased  wages  for  certain  employees.  According  to  the  U.S.  Bureau  of  Labor 
Statistics  (BLS),  in  2013,  Missouri  had  73,000  hourly  employees  earning  wages  at 
or  below  the  federal  minimum  wage;1 

• Increased  consumption  by  those  employees; 

• Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

• Lower  business  investment  (if  employers’  payrolls  increase); 

• Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  However,  the 
proposal  makes  the  increase  for  public  bodies  subject  to  appropriation.  The  estimated 
cost  of  the  minimum  wage  increases  are: 


Fiscal 

Year 

Wage 

Rate 

Time  period 

General  Revenue  Cost 
(including  fringe 
benefits) 

Total  Cost 
(including  fringe 
benefits) 

2017 

$9. 00/hr 

January  -June 

$171,193 

$464,938 

2018 

$9. 00/hr 

July  - December 

$ 10.00/hr 

January  - June 

$513,523 

$1,673,380 

2019 

$ 10.00/hr 

July  - December 

$11. 00/hr 

January  -June 

$1,464,340 

$4,407,549 

2020 

$11. 00/hr 

July  - December 

$ 12.00/hr 

January  - June 

$6,222,694 

$13,640,373 

2021 

$ 12.00/hr 

July  - December 

$ 13.00/hr 

January  - June 

$17,386,077 

$33,385,765 

2022 

$13. 00/hr 

July  - December 

$ 14.00/hr 

January  - June 

$34,452,207 

$63,042,619 

2023 

$ 14.00/hr 

July  - December 

$15. 00/hr 

January  - June 

$62,036,019 

$108,793,353 

Sections  290.512,  290.527  and  290.529,  RSMo,  will  not  impact  their  office. 


1 http  ://www  .bis . gov/cps/minwage20 1 3 .pdf 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  the  following  is  the  estimated  fiscal 
impact  to  their  office: 


2017 

$3,700 

2018 

$8,300 

2019 

$13,000 

2020 

$17,700 

2021 

$22,400 

2022 

$27,062 

2023 

$31,700 

Officials  from  Greene  County  provided  information  related  to  the  increase  in  hourly 
wage  rates  for  county  employee  classifications  that  would  be  affected  by  this  initiative 
petition  but  did  not  provide  information  regarding  any  changes  in  estimated  costs  or 
revenues  for  the  county. 


Officials  from  the  City  of  Kansas  City  indicated  since  their  direct  fiscal  cost  would  be 
subject  to  annual  City  appropriations,  this  initiative  petition  has  no  fiscal  cost  for  their 
city.  This  initiative  petition  would  have  a positive  fiscal  impact  on  their  city  as  it  would 
promote  economic  growth  and  stability. 

Economic  data  shows  that  productivity  has  grown  since  the  early  1970s  while  the  value 
of  the  minimum  wage  has  stayed  flat,  or  even  fallen.  As  a result,  the  nation  has  created  a 
growing  class  of  service  workers  and  laborers  who  are  not  paid  enough  to  support 
themselves  and  their  families.  The  current  low  minimum  wage  has  a large  negative  fiscal 
impact  on  their  city  that  cannot  be  quantified. 

Officials  from  University  of  Missouri  indicated  they  anticipate  the  legislative  proposal 
would  create  a significant  overall  cost  of  between  $40-60  million  after  all  rate  increases 
were  implemented. 

Lara  Granich  provided  the  following  information  as  a proponent  of  this  initiative  petition. 


April  25,  2015 
Missouri  State  Auditor 
Jefferson  City,  MO 

Submitted  via  email  to  moaudit(5)auditor.mo.gov 

Re:  Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  1 (Increase  to  $15) 

Version  2 (Increase  to  $12) 

Version  3 (Increase  to  $11) 

This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice  Voter  Action,  proponents  of  the  above- 
referenced  initiative  petitions.  Pursuant  to  RSMo.  Section  116.175,  we  write  to  submit  the  following  fiscal 
impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the  above  mentioned  three 
proposed  Minimum  Wage  Initiative  Petitions. 

Our  analysis  estimates  the  impact  of  the  three  proposed  initiative  petitions  on  state  and  local  sales  and 
personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the  past  to  estimate  the 
impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal  income  tax,  with  some 
refinements.  We  also  address  certain  claims  that  have  been  made  by  opponents  in  the  past. 

As  these  petitions  exclude  public  workers,  we  do  not  include  in  our  analysis  an  estimate  of  the  impact  on  state 
and  local  payroll  costs  of  the  minimum  wage  increases. 


I.  Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 


We  estimate  that,  under  the  three  versions  of  the  petition,  increases  in  total  wages  in  the  state  will  be  as  follows: 


Proposed  Min 
Wage  Level 

Size  of 
Increase* 

Total  Estimated 
Workers** 

Workers 

Affected*** 

Workers  Affected  as  % 
of  Total  Workers 

Total  Wage 
Increase**** 

$11.00 

$3.20 

2,845,927 

880,593 

30.94% 

$4,167,807,617 

$12.00 

$4.20 

2,845,927 

995,901 

34.99% 

$5,508,377,721 

$15.00 

$7.20 

2,845,927 

1,351,386 

47.48% 

$10,801,510,192 

*Over  the  legislated  MO  2015  minimum  wage  of  $7.65  + assumed  2%  cost  of  living  adjustment  to  MO  minimum 
wage 

**Based  on  2013  American  Community  Survey  for  the  State  of  Missouri 

***The  number  of  wage  and  salary  workers  with  an  hourly  wage  below  the  proposed  minimum.  The  hourly  wages 
in  2013  were  increased  by  5.497%,  to  account  for  inflation  between  2013  and  2016,  prior  to  comparison  with  the 
proposed  minimum. 

****The  hourly  wage  difference  was  multiplied  by  the  number  of  hours  worked  per  year.  That  amount  was  then 
multiplied  by  the  relevant  person  weight  and  summed  over  all  persons  with  hourly  wages  below  the  proposed 
minimum. 


The  wage  impact  of  an  increase  in  the  minimum  wage  for  the  state  of  Missouri  is  calculated  using  the  following 
procedure.  The  American  Community  Survey  Public  Use  Micro  Sample  for  the  most  recent  year  available  (2013)  for  the 
state  of  Missouri  was  downloaded  from  the  US  Census  Bureau.  The  American  Community  survey  was  chosen  over  the 
Current  Population  survey  because  the  ACS  has  a significantly  larger  sample. 

Calculations  were  effectuated  only  for  those  individuals  earning  less  than  the  proposed  minimum  wage.  It  is  likely  that 
there  would  be  indirect  impacts  on  others  who  earn  more  than  the  proposed  minimum  wage,  especially  those  who  earn 
close  to  the  proposed  hourly  amount.  These  estimates  therefore  are  likely  to  be  smaller  than  the  actual  impact  of 
increasing  the  minimum  wage  to  the  proposed  level. 

All  wage  earners  are  included  in  this  calculation.  To  be  consistent  with  past  estimates,  public  employees  should  have 
been  excluded.  Employees  in  the  public  sector  were  included  because  the  American  Community  Survey  does  not  have  a 
published  variable  that  allows  for  identification  of  public  employees.  This  inclusion  of  public  employees  will  have  a 
minimal  impact  on  our  results.1 

All  wages  from  the  2013  survey  were  adjusted  upward  to  account  for  inflation  between  the  time  of  the  survey  and  the 
time  of  measurement  of  the  impact.  Actual  inflation  was  used  for  2013  and  2014,  and  a slightly  higher  rate  was  used  for 
assumed  inflation  in  2015.  The  2015  Missouri  Minimum  wage  of  $7.65  was  adjusted  by  the  same  factor  prior  to 
measuring  the  impact  of  a change  to  the  proposed  minimum  wage  in  2016. 

After  these  adjustments,  the  resulting  hourly  wage  of  all  employees  was  compared  to  the  proposed  minimum  wage. 
Three  proposed  levels  for  the  minimum  wage  were  examined:  $11,  $12,  and  $15.  If  the  proposed  minimum  wage  was 
less  than  the  inflation  adjusted  hourly  earnings  of  an  employee,  then  no  impact  was  calculated.  If  the  proposed 
minimum  wage  was  more  than  the  hourly  earnings  on  an  employee,  then  the  difference  between  the  inflation  adjusted 
hourly  earnings  and  the  proposed  minimum  wage  was  calculated.  That  difference  was  multiplied  by  the  number  of 


1 For  the  Missouri's  state  employees,  this  can  be  validated  by  viewing  the  earnings  of  all  state  employees  at: 
http://mapvourtaxes.mo.gov/MAP/Employees/.  Larger  counties  and  cities  will  also  have  almost  all  public  employees  earning  more 
than  the  highest  proposed  minimum  wage.  Local  public  employees  in  small  counties  and  towns  may  have  some  public  employees 
who  earn  less  than  the  highest  proposed  minimum. 


hours  the  employee  worked  in  the  year  to  calculate  the  impact  for  that  employee.  The  result  was  then  multiplied  by  a 
weighting  factor  for  that  employee  in  the  population.  The  total  impact  for  the  state  of  Missouri  was  calculated  by 
repeating  this  process  for  every  employee  and  adding  the  results. 

The  impact  grows  as  the  proposed  minimum  wage  grows.  31%  of  the  labor  force  would  be  directly  impacted  by  an 
increase  in  the  minimum  wage  to  $11  in  2016,  whereas  47%  would  be  impacted  if  the  minimum  wage  were  increased  to 
$15  per  hour. 

It  should  be  emphasized  that  there  is  no  reason  to  expect  even  a substantial  increase  in  the  minimum  wage  to  reduce 
employment.  No  credible  research  has  demonstrated  a negative  employment  effect  of  increases  in  the  minimum  wage 
and  there  is  substantial  research  to  indicate  that  increases  in  the  minimum  wage  have  multiplier  effects  that  increase 
the  direct  effects.  For  this  reason  and  because  of  the  likely  increases  in  wages  to  individuals  who  earn  above  the 
proposed  minimum  wages,  the  impacts  summarized  in  the  table  are  likely  to  be  low,  relative  to  the  total  impact  that 
would  occur  as  a result  of  increasing  the  minimum  wage  to  the  proposed  levels. 


II.  Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases  on  employment. 
Opponents  often  claim  that  minimum  wage  increases  may  reduce  employment  in  a state.  If  that  is  true,  then  those 
employment  reductions  would  result  in  reductions  in  state  income  and  sales  tax  revenue.  However,  review  of  the  most 
credible  recent  empirical  research  on  the  minimum  wage  shows  that  increases  in  the  minimum  wage  have  had  no 
discernible  impact  on  employment.  We  thus  conclude  that  it  is  not  appropriate  to  project  that  the  proposed  initiative 
petitions  would  result  in  any  detectable  employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or 
increases  in  unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage.  A recent  meta-study 
- a formal  statistical  study  of  studies  - by  Doucouliagos  and  Stanley  (2009)  reviewed  all  the  research  conducted  over  the 
last  three  decades  on  the  employment  impact  of  minimum-wage  increases  on  teenagers  in  the  United  States.  The 
researchers  concluded  that  the  minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low- 
wage  workers.  Their  study  followed  a rigorous,  peer-reviewed  procedure  and  has  the  advantage  of  using  a set  of 
predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings  across  studies  with  different  results. 
(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in  Minimum-Wage  Research?  A Meta- 
Regression  Analysis."  British  Journal  of  Industrial  Relations, vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently  negligible  employment 
impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to  total  wage  costs,  minimum-wage  increases  are 
small.  Second,  employers  and  workers  appear  to  respond  to  minimum-wage  increases  in  many  ways  that  reduce  the 
direct  cost  to  employers  and  substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a higher  minimum  wage  is  a reduction  in  turnover.  At  higher  wages, 
employers  fill  vacancies  faster  and  retain  employees  longer,  boosting  total  employment  and  average  productivity  per 
worker  while  reducing  direct  and  indirect  training  costs.  Dube,  Lester,  and  Reich  (2012),  for  example,  examined  the 
effect  of  the  minimum  wage  on  labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially  following  a minimum  wage 
increase..."  (p.  2)  Their  findings,  using  nationally  representative  data,  are  consistent  with  local  case  studies  of  the 
minimum  wage  and  related  "living  wage"  laws,  including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco 
city-wide  minimum  wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 


homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San  Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage  Shocks,  Employment  Flows  and 
Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research  on  Labor  and  Employment. 

http://escholarship.org/uc/item/76p927ks;  Dube,  Arindrajit,  Suresh  Naidu,  and  Michael  Reich.  2007.  "The  Economic 
Effects  of  a Citywide  Minimum  Wage."  Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David. 
2005.  "The  Impact  of  Living  Wages  on  Employers:  A Control  Group  Analysis  of  the  Los  Angeles  Ordinance."  Industrial 
Relations,  vol.  44,  no.  1,  pp.  84-105;  Howes,  Candace.  2005.  "Living  Wages  and  the  Retention  of  Home  Care  Workers  in 
San  Francisco."  Industrial  Relations,  vol.  44,  5 no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005. 
"Living  Wage  Policies  at  the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
1,  pp.  106-138.) 

Employers  also  appear  to  respond  to  increases  in  the  minimum  wage  by  taking  measures  to  boost  productivity.  Hirsch, 
Kaufman,  and  Zelenska's  (2011)  study  of  the  impact  of  the  federal  minimum-wage  increase  on  81  fast-food  restaurants 
in  Georgia  and  Alabama,  for  example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in 
response  to  the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to  the 
minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a better  attendance  and  on-time 
record,  faster  and  more  proficient  performance  of  job  duties,  taking  on  additional  tasks,  and  faster  termination  of  poor 
performers."  (p.  27)  Roughly  the  same  share  of  managers  said  that  they  sought  to  "boost  morale"  by  presenting  the 
minimum-wage  increase  as  a "challenge  to  the  store"  and  using  this  as  a way  "to  energize  employees  to  improve 
productivity."  (pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a minimum- 
wage  increase  may  function  as  a "catalyst  or  shock  that  forces  managers  to  step  out  of  the  daily  routine  and  think  about 
where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T.,  Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage 
Channels  of  Adjustment."  IZA  Discussion  Paper  No.  6132.  Germany:  Institute  for  the  Study  of  Labor. 
http://www2.gsu.edu/~ecobth/IZA_HKZ_MinWageCoA_dp6132.pdf) 

A higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions  by  employers  to 
increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the  competitive-market  rate  may  elicit 
greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and  Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the 
cost  to  workers  of  losing  their  job,  potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of 
being  fired.  George  Akerlof  (1982),  arguing  from  a more  sociological  point  of  view,  has  suggested  that  workers  may  see 
higher  wages  as  a gift  from  employers,  leading  workers  to  reciprocate  by  working  harder.  (Sources:  Shapiro,  Carl  and 
Joseph  E.  Stiglitz.  1984.  "Equilibrium  unemployment  as  a worker  discipline  device."  American  Economic  Review,  vol.  74, 
no.  3,  pp.  433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal  of  Economics, 
vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  increase  in  the  Missouri  minimum  wage  would  have  no  discernible  impact  on 
the  employment  levels  of  low-wage  workers.  Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any 
resulting  decrease  in  sales  tax  or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  - 
both  because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment  insurance  costs  are 
paid  for  by  employer  premiums,  and  so  are  ultimately  not  a cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the  Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum  wage  increases  would  be 
unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of  the  projected  wage  increases  on  state  and  local 
sales  and  personal  income  tax  revenue  in  Missouri.  We  project  only  the  direct  impact  of  the  three  minimum  wage 
increase  scenarios  on  such  tax  revenue.  We  do  not  attempt  to  project  the  additional  impact  through  a GDP  multiplier 
effect. 

Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to  Increased  Wages  Personal  Income  Tax 
Revenue.  In  order  to  determine  the  projected  increase  in  personal  income  tax  revenues  that  would  result  directly  from 
the  increased  wages,  we  had  to  develop  assumptions  about  the  effective  income  tax  rates  of  the  affected  workers.  We 
made  the  following  assumptions  with  respect  to  the  effective  tax  rate: 

1.  That  25%  of  affected  workers  can  be  claimed  as  a dependent  on  another  party's  Missouri  income  tax  return  and 
as  a result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase  in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one  deduction  of  $2,100,  and 
would  be  entitled  to  a standard  deduction  of  $5,800.  This  would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax.  In  light  of  these 
assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version  can  be  calculated  as  follows: 
(total  wage  increase  * 25%  * 6.0%)  + (total  wage  increase  * 50%  * 2.47%)  + (total  wage  increase  *25%  * 0%). 


Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a 4.225%  state  sales  tax  on  those  items  that  are  not  exempt  from  the 
sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As  a result,  the  average  Missouri  net  sales  tax  rate  is 
7.175%.  We  have  conservatively  estimated  that  just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods 
that  are  subject  to  state  and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of  the  petition,  we 
estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased  wages  would  be  as  follows: 


Increase  in  Sales  and  Personal  Income  Tax  from  Increased  Wages 

Proposed 

Min 

Wage 

Level 

Total  Wage 
Increase 

State  Sales 
Tax  (4.225%) 

Local  Sales  Tax 
Revenue 
(2.95%) 

Total  Sales  Tax 
Revenue 
Increase 

Personal 
Income  Tax 
Revenue 

Total  Sales  and 
Personal 
Income  Tax 
Revenue 
Increase 

$11.00 

$4,167,807,617 

$44,022,468 

$30,737,581.17 

$74,760,049.13 

$113,989,538 

$188,749,587 

$12.00 

$5,508,377,721 

$58,182,240 

$40,624,285.69 

$98,806,525.38 

$150,654,131 

$249,460,656 

$15.00 

$10,801,510,192 

$114,090,951 

$79,661,137.67 

$193,752,089.08 

$295,421,304 

$489,173,393 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the  average  local  sales  tax  rate  in  Missouri  is  even  higher 
at  3.53%.  See  http://taxfoundation.org/article/state-and-local-sales-taxes-midyear-2012  If  one  uses  this  higher  rate,  total  revenue  increases 
additionally  by  hundreds  of  thousand  dollars. 


We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the  petitions. 

Respectfully  submitted, 

Lara  Granich 

Missouri  Jobs  with  Justice  Voter  Action 


Edward  D.  Greim  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 

He  writes  on  behalf  of  Robert  Bonney.  Mr  Bonney  is  the  Chief  Executive  Officer  of  the 
Missouri  Restaurant  Association.  Please  consider  this  letter  and  the  accompanying 
studies  as  his  fiscal  impact  statement  as  an  opponent  of  Initiative  Petitions  2016-045, 
2016-046  and  2016-047  (the  “Initiative  Petitions”).  If  passed,  any  of  these  three 
initiatives  would  have  a substantial  negative  impact  on  state  and  local  governments. 

The  two  fiscal  impact  studies  attached  hereto  were  authored  by  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases.  In  reviewing  previous  minimum  wage  petitions,  the  Auditor’s  Office  has 
previously  found  Dr.  Macpherson’ s analyses  to  be  helpful  and  persuasive. 

The  first  study  was  prepared  by  Dr.  Macpherson  in  June  2014  and  details  how  a $10.10 
per  hour  minimum  wage  would  have  impacted  Missouri  and  the  St.  Louis  area  were  it  to 
have  become  effective  in  2015.  See  Exhibit  A.  In  addition  to  the  estimated  loss  of  nearly 
15,000  jobs  statewide,  Dr.  Macpherson  estimated  that  the  cost  to  taxpayers  of  a $10.10 
minimum  wage  would  be  $87  million  annually.  While  this  study  did  not  address  the 
specific  proposals  in  the  Initiative  Petitions,  Dr.  Macpherson’ s methodology  applies 
directly  to  the  impact  of  the  proposed  minimum  wage  increases. 

The  second  fiscal  study  was  reviewed  and  used  by  this  office  in  evaluating  earlier 
minimum  wage  proposals.  It  was  prepared  by  Dr.  Macpherson  in  March  2012  and  details 
the  impact  of  a statewide  minimum  wage  increase  to  $8.25  per  hour.  This  study  is 
attached  hereto  as  Exhibit  B.  In  this  study,  Dr.  Macpherson  concluded  that  state  and  local 
entities  would  pay  out  $16  million  in  increased  wages.  What’s  more,  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a loss  of  over  $22 
million  to  a loss  of  $13  million.  While  this  study  is  now  three  years  old,  the  analysis  is 
pertinent  to  the  proposed  wage  increase  in  the  Initiative  Petitions.  Notably,  using  Dr. 
Macpherson’s  methodology,  the  heightened  minimum  wage  proposals  contained  in  the 
Initiative  Petitions  would  have  a substantially  greater  negative  fiscal  impact  than  that 
found  in  the  2012  study. 

The  proponents  of  the  Initiative  Petitions  will  likely  rely  on  data  sourced  from  political 
activist  groups  who  claim  increases  in  minimum  wage  only  serve  to  create  new  taxable 
income.  The  reality  is  that  such  groups  approach  this  issue  with  indisputable  political 
bias.  Further,  that  type  of  analysis  is  one-sided,  disregarding  the  significant  impact  on 
Missouri  businesses.  True,  some  workers  will  collect  increased  wages,  but  no  new  money 
is  created;  Missouri  businesses  will  be  the  source  of  the  increase  which  will  lower  their 
taxable  income  and,  from  time  to  time,  cause  them  to  forego  hiring  or  to  cut  employment. 
Regarding  secondary  employment  and  tax  revenue  effects,  the  Auditor  must  refrain  from 
assessing  only  one  half  of  the  wage  increase  equation. 

In  addition,  the  most  significant  and  most  direct  effect  of  a minimum  wage  increase  is  the 
amount  of  the  increased  wages  that  will  actually  be  paid  by  state  and  local  governments. 
As  has  been  shown  during  prior  efforts  to  increase  the  minimum  wage,  very  few  of  the 


hundreds  of  state  and  local  entities  who  actually  employ  minimum  wage  workers  will 
take  the  time  to  provide  fiscal  impact  estimates  in  response  to  the  Auditor’s  requests. 
Further,  the  Auditor’s  requests  are  simply  sent  to  a sample  of  governmental  employers. 
The  more  appropriate  method  to  calculate  the  fiscal  impact  of  the  wage  increase  is  to  use 
the  actual  number  of  minimum  wage  workers  who  work  for  state  and  local  governments, 
as  calculated  by  the  United  States  Census  Bureau’s  CPS.  Rather  than  simply  adding  the 
sums  reported  in  the  scattershot  and  unreliable  fiscal  note  responses  from  state  and  local 
entities,  the  Auditor  should  supplement  them  with  broader  analyses  such  as  those  of  Dr. 
Macpherson.  At  the  very  least,  the  Auditor  should  state  in  the  fiscal  note  summary  that 
state  and  local  impacts  are  “large”  or  “substantial,”  rather  than  simply  reporting  impacts 
of  “at  least”  the  few  thousand  dollars  in  costs  that  may  or  may  not  be  reported  by  those 
local  entities  that  take  the  time  to  respond  to  the  Auditor’s  sampling. 

Finally,  the  proponents  of  the  Initiative  Petitions  may  argue  that  the  Auditor  should 
abandon  the  state  and  local  cost  estimates  altogether.  The  proponents  will  argue  that  a 
new  provision  they  have  inserted  in  the  statute  would  make  the  increases  apply  only  if 
“there  are  appropriations  for  wages  at  those  [i.e.,  the  newly-increased]  rates.”  The 
proponents  will  urge  the  Auditor’s  Office  to  assume  that  legislators  will  not  actually  fund 
the  increases,  and  that  therefore  there  will  be  no  cost  to  taxpayers.  Setting  aside 
unjustifiable  projections  about  the  political  judgments  of  legislators,  the  provision  is  of 
uncertain  legal  effect  and  constitutionality.  On  the  one  hand,  it  may  not  change  existing 
law,  since  arguably  the  legislature  always  has  the  power  to  reduce  or  increase 
appropriations.  But  it  is  also  unclear  whether  the  legislature  has  the  power  to  fix  wage 
rates  within  an  appropriations  bill,  or  whether  a mere  statutory  petition  can  confer  this 
type  of  power  upon  the  legislature.  The  application  of  the  requirement  for  a specific  type 
and  manner  of  appropriation  is  also  unclear  in  the  context  of  political  subdivisions  and 
other  public  bodies  whose  funds  are  generally  not  appropriated  by  the  general  assembly. 
These  are  just  a few  examples  of  the  serious  flaws  with  the  proposal  itself  that  may  have 
to  be  addressed  by  the  courts.  Suffice  it  to  say  that  as  a matter  of  law,  it  would  be 
insufficient  and  unfair  for  the  Auditor’s  fiscal  note  or  summary  to  simply  assume  that 
these  legal  issues  do  not  exist,  or  to  make  a political  judgment  that  legislators  will  not  in 
fact  fund  any  of  the  minimum  wage  increases  at  any  level  of  state  government.  Such 
assumptions  would  only  serve  to  artificially  deflate  the  fiscal  note  and  fiscal  note 
summary  by  tens  of  millions  of  dollars. 


June  2014 


The  Impact  of  a $10.10  Minimum 
Wage  on  Jobs  and  Taxpayer 
Costs  in  Missouri 


Exhibit  A 


ABOUT  THE  MISSOURI  RESTAURANT 
ASSOCIATION 


With  origins  dating  back  to  1916,  the  Missouri  Restaurant  Association  (MRA)  is  a statewide  trade  association 
representing  over  1,500  member  establishments.  The  associations  membership  is  diverse,  and  includes  full 
service,  fast  casual,  and  quick  service  restaurants,  cafeterias,  hotels,  schools,  institutions,  contract  feeders, 
and  ancillary  foodservice  providers  such  as  theme  parks.  The  association  has  been  successful  in  securing 
support  from  virtually  every  segment  of  the  foodservice  and  hospitality  industry. 

MRA  includes  seven  chapters  as  extensions  of  the  parent  organization,  each  with  its  own  Officers,  Board 
of  Directors,  and  limited  budget.  The  association  is  governed  by  a Board  of  Directors  comprised  of  five 
Officers,  33  Directors,  and  each  President  of  the  seven  affiliated  chapters. 

MRA  is  dedicated  to  serving  the  needs  of  the  foodservice  and  hospitality  industry,  enhancing  and 
improving  its  growth  and  development,  assisting  and  educating  its  members  in  operating  more  effectively, 
improving  the  political  and  social  environment  in  which  the  industry  conducts  business,  for  the  benefit  of 
its  members,  patrons,  employees,  and  the  well-being  of  the  community. 


David  A.  Macpherson  is  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University.  He  received 
undergraduate  and  doctoral  degrees  in  economics  from  Pennsylvania  State  University. 

Dr.  Macpherson  has  published  over  60  articles  in  leading  economics  and  real  estate  journals 
including  Review  of  Economics  and  Statistics,  Industrial  and  Labor  Relations  Review,  Journal  of 
Labor  Economics,  Journal  of  Human  Resources,  and  Journal  of  Real  Estate  Economics  and  Finance. 
His  research  has  been  funded  by  a variety  of  entities  including  the  National  Science  Foundation, 
Florida  Legislature,  and  the  National  Association  of  Realtors.  He  is  co-author  of  the  undergraduate 
labor  economics  text,  Contemporary  Labor  Economics,  as  well  as  the  principles  of  economics  text, 
Economics:  Private  and  Public  Choice.  He  is  included  in  Who’s  Who  in  Economics,  Fourth  Edition, 
which  includes  the  1,200  most  frequently  cited  economists. 
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EXECUTIVE  SUMMARY 


Missouri’s  minimum  wage  of  $7.50  is  linked 
to  rise  in  most  years  with  the  inflation  rate. 
But  some  state  legislators  and  labor  unions 
would  like  to  raise  that  figure  even  higher.  For 
instance,  a recent  labor  union-organized  bus 
tour  in  the  state  promoted  a $10.10  minimum 
wage  in  St.  Louis. 

Proponents  have  enthusiastically  pointed  to  the 
benefits  of  the  $10.10  policy.  But  there’s  been 
far  less  discussion  of  the  costs  involved  with 
a $10.10-an-hour  minimum  wage — both  the 
cost  on  employment,  and  the  cost  to  taxpayers. 

In  this  study,  labor  economist  David 
Macpherson  of  Trinity  University  uses 
Census  Bureau  data  to  estimate  the  impact 
on  Missouri’s  labor  market  and  budget  from 
raising  the  minimum  wage  to  $10.10  an  hour. 
He  also  provides  separate  results  for  the  St. 
Louis  metropolitan  area. 


Dr.  Macpherson’s  employment  estimates  follow 
the  methodology  used  by  the  nonpartisan 
Congressional  Budget  Office  in  its  report 
earlier  this  year  estimating  the  impact  of  a 
$10.10  minimum  wage  nationwide,  which  in 
turn  relied  on  60  different  empirical  studies  to 
formulate  its  estimates. 

Statewide,  he  finds  that  over  15,000  jobs  would 
be  lost  at  the  $10.10  wage  level — with  9,300  of 
those  jobs  being  held  by  women.  In  the  St.  Louis 
metropolitan  area,  approximately  4,800  jobs 
would  be  lost  from  a $10.10  minimum  wage. 

The  cost  to  taxpayers  would  be  significant: 
There  are  approximately  40,000  state  and  local 
employees  whose  wages  would  be  affected  by 
the  $10.10  increase  in  Missouri,  for  a combined 
cost  to  taxpayers  of  $87  million  annually. 

Raising  wages  is  an  admirable  goal,  but  the 
evidence  suggests  that  accomplishing  this  goal 
with  a blunt  wage  mandate  could  do  more 
harm  than  good. 


4 


RESULTS 


The  minimum  wage  is  one  of  the  most  hotly-debated  topics 
in  the  political  world.  Some  legislators  claim  that  a higher 
base  wage  will  stimulate  the  economy;  others  claim  that  it 
will  reduce  jobs  when  affected  employers  can’t  offset  the 
higher  costs  through  higher  prices. 

Economists,  who  have  studied  the  issue  since  the  late  1940s, 
tend  to  take  a skeptical  view  of  minimum  wage  increases. 
Since  the  early  1990s,  for  instance,  roughly  85  percent  of  the 
most  credible  research  on  the  minimum  wage  points  to  job 
loss  for  less-skilled  groups.  The  nonpartisan  Congressional 
Budget  Office  (CBO),  in  an  evaluation  of  President  Obama’s 
proposed  $10.10  minimum  wage  increase,  reviewed  60 
different  studies  and  concluded  that  the  policy  would 
eliminate  500,000  jobs  if  enacted. 

The  estimates  that  follow,  of  the  employment  impact  of  a 
higher  minimum  wage  on  Missouri’s  labor  market,  were 
performed  by  Dr.  David  Macpherson  of  Trinity  University. 
Dr.  Macpherson  followed  closely  the  methodology  used  by 
the  CBO  in  its  2014  report.  Dr.  Macpherson  also  estimates 
the  taxpayer  costs  of  a higher  minimum  wage,  as  many  state 
and  local  public  employees  will  see  their  earnings  increase 
when  the  minimum  wage  rises. 

Dr.  Macpherson’s  methodology  is  presented  in  detail  in  a 
technical  appendix. 


Estimated  Employment  Effects  of  a $10.10 
Minimum  Wage  in  Missouri 

Statewide,  Dr.  Macpherson  finds  that  increasing  the 
minimum  wage  to  $10.10  would  eliminate  over  15,000  jobs — 
approximately  60  percent  ofwhich  are  jobs  held  by  women.  The 
bulk  of  the  j ob  losses  would  be  concentrated  among  individuals 
with  a high  school  degree  or  less,  and  among  people  who  work 
in  the  retail  or  leisure  & hospitality  industries. 


(Note:  Totals  have  slight  discrepancies  due  to  rounding.) 


Estimates  by  Gender 

Job  Losses 

Male 

6,311 

Female 

9,364 

TOTAL 

15,705 

Estimates  by  Age 

Age 

Job  Loss 

<=21 

9,237 

22-25 

1,532 

26-30 

1,023 

31-40 

1,175 

41-50 

980 

51  + 

1,759 

Estimates  by  Race 

Race 

Job  Loss 

White 

13,299 

Black  or  Other  Race 

2,406 
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RESULTS  CONTINUED 


Top  Three  Industries  Affected 


Industry 

Job  Loss 

Retail  Trade 

3,835 

Arts,  Entertainment,  Recreation, 
Accommodations,  and  Food  Services 

6,039 

Healthcare 

1,199 

Estimates  by  Education 

Education 

Job  Loss 

Less  than  High  School 

5,555 

High  School  Grad,  No  College 

4,921 

Some  College 

4,428 

Undergrad  or  Graduate  Degree 

802 

City-Specific  Minimum  Wage  Employment  Impacts 

The  city  of  St.  Louis  has  been  the  subject  of  a number  of  protests  calling  for  a higher  minimum  wage.  Dr.  Macpherson  analyzed  the 
employment  impact  of  a $10.10  minimum  wage  in  the  St.  Louis  metropolitan  area,  providing  breakouts  by  gender  and  education  where 
the  data  permits.  He  estimates  that  the  wage  hike  would  eliminate  approximately  5,000  jobs — just  over  half  of  which  would  be  jobs  held 
by  women. 


Impact  on  St.  Louis  Metro  Area  of  a $10.10  Minimum  Wage 

Gender 

Job  Loss 

Male 

2,033 

Female 

2,767 

TOTAL 

4,800 

Race 

Job  Loss 

White 

3,641 

Black  or  Other  Race 

1,158 

Education 

Job  Loss 

High  School  Grad  or  Less 

3,097 

Some  College,  Undergrad  or  Graduate  Degree 

1,703 
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RESULTS  CONTINUED 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

Dr.  Macpherson  estimates  that  approximately  forty  thousand  state  & local  public  employees  would  be  affected  by  a minimum  wage 
increase  to  $10.10  an  hour.  These  additional  wage  costs  translate  to  new  costs  for  state  and  local  taxpayers.  Following  the  methodology 
described  in  detail  in  the  technical  appendix.  Dr.  Macpherson  estimates  both  the  straight  wage  cost  of  a $10.10  minimum  wage,  as 
well  as  the  total  compensation  cost  with  Social  Security,  Medicare,  workers  compensation,  and  unemployment  insurance  included. 
Statewide,  taxpayers  would  shoulder  an  additional  $87  million  in  costs  if  the  base  wage  was  increased  to  $10.10  an  hour  and  public 
employees  were  covered  by  the  new  wage. 


Missouri  Taxpayer  Costs  of  a $10.10  Minimum  Wage 

# of  State  & Local  Workers 

304,588 

# Affected  By  $10.10  MW 

40,103 

Annual  Wage  Cost 

$79,629,374 

Annual  Compensation  Cost 

$87,004,355 

Note:  Annual  compensation  costs  include  the  cost  of  worker's  compensation,  FICA,  and  unemployment  insurance  benefits. 
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TECHNICAL  APPENDIX 


Estimating  Employment  Loss  and  the  Cost  to  State  and  Local 
Government  of  an  Increase  in  the  Minimum  Wage 

Dr.  David  Macpherson 

E.M.  Stevens  Professor  of  Economics 

Trinity  University 


This  paper  describes  how  we  estimate  the  employment  loss  and  the  cost  to  state  and  local  governments  of  a proposed  increase  in  the 
minimum  wage  effective  on  January  1,  2015. 


Data  and  Sample 

First,  we  use  data  from  the  Current  Population  Survey  (CPS) 
Outgoing  Rotation  Groups  (ORG)  from  January  2011  through 
December  2013.  For  each  worker  in  the  sample,  we  calculate 
their  wage  rate.  We  also  adjust  the  wage  rate  to  reflect  a forecast 
of  wages  in  2015.  This  is  done  in  two  steps.  First,  based  on 
legislation  enacted  as  of  April  2014,  we  estimate  the  minimum 
wage  that  would  be  in  effect  in  January  2015  for  each  state  and 
city  that  we  consider.  If  a state  or  city  has  an  indexed  minimum 
wage,  we  increase  the  January  2014  state  or  city  minimum  wage 
by  the  Congressional  Budget  Office  (CBO)  inflation  forecast  for 

2014  of  1.7%. 

Since  we  use  data  from  2011  through  2013,  we  also  follow 
the  CBO  approach  for  forecasting  what  the  wage  distribution 
would  be  in  2015.  This  is  done  in  two  steps.  First,  we  adjust 
wages  observed  prior  to  2013  to  reflect  2013  minimum  wage 
legislation.  For  example,  if  the  minimum  wage  in  a state  was 
$7.25  in  2011  and  grew  to  $8.00  by  2013,  anyone  who  earned 
between  $7.25  and  $8.00  in  2011  would  have  their  wage 
increased  to  $8.00.  After  wages  are  adjusted  to  2013  levels, 
we  assume  that  all  wages  grow  by  2.9%  in  2014.  Using  the 
resulting  2015  distribution  of  wages,  we  adjust  for  minimum 
wage  legislation  that  would  increase  the  minimum  between 
2013  and  2015.  Anyone  earning  a wage  between  the  2013  and 

2015  minimum  wage  is  assigned  a wage  matching  the  2015 
minimum  wage. 


After  generating  the  forecast  2015  distribution  of  wages 
reflecting  wage  growth  and  existing  minimum  wage  legislation, 
we  identify  workers  who  would  be  affected  by  additional 
changes  to  the  2015  minimum  wage  as  those  with  wages 
between  the  predicted  minimum  wage  legislated  for  2015  (or 
up  to  $.25  below  it)  and  the  proposed  minimum. 

To  estimate  the  number  of  affected  workers,  we  take  two  steps. 
First,  for  each  state,  we  estimate  the  number  of  affected  workers 
for  2013.  Second,  we  adjust  the  weights  in  the  2011  and  2012 
data  so  that  the  state- specific  number  of  affected  workers 
implied  by  the  2011  and  2012  data  matches  that  for  2013.  This 
adjustment  is  designed  to  correct  for  the  changing  economic 
climate  as  the  economy  recovers  from  the  great  recession  and 
to  generate  estimates  that  are  as  close  as  possible  to  the  most 
recent  data  (2013).  After  we  adjust  the  2011  and  2012  weights, 
we  estimate  the  number  of  affected  workers  by  summing  their 
earnings  weights  and  dividing  the  total  by  36  (the  number  of 
months  of  data). 
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Also,  following  CBO,  anyone  earning  up  to  $.25  less  than  the  2011  minimum  wage  would  have  their  wage  increased  by  the  amount  that  the  minimum  wage 
increased  (i.e.  a $7.00  wage  would  be  increased  to  $7.75  in  this  example).  This  approach  is  used  to  adjust  for  the  fact  that  many  workers  round  their  answers 
when  asked  about  their  wage. 


TECHINCAL  APPENDIX  CONTINUED 


Employment  Loss 

To  estimate  employment  loss,  for  each  affected  worker  we 
compute: 

L = e ^(Proposed  Min  Wage  /Min  Wage  2015  - 1) 

where  e is  an  assumed  elasticity  of  employment  with  respect  to 
changes  in  the  minimum  wage,  Min  Wage  2015  is  the  minimum 
wage  currently  legislated  for  2015,  and  Proposed  Min  Wage  is 
the  minimum  wage  that  is  being  proposed  for  2015.  Thus,  for 
example,  if  a worker  is  projected  to  earn  the  federal  minimum 
of  $7.25  in  2015,  the  expected  reduction  in  employment 
resulting  from  a $10.10  minimum  wage  in  2015  if  e=.45 
is  .45*(10.10/7.25  - 1)  = .18.  That  is,  for  every  100  workers 
currently  earning  the  federal  minimum,  the  expectation  is  that 
18  would  lose  a job  if  the  minimum  wage  elasticity  is  .45. 

To  estimate  the  aggregate  employment  loss  in  the  economy,  we 
use  earnings  weights  to  sum  L across  workers.  We  also  follow 
the  Congressional  Budget  Office  (2014)  and  use  an  elasticity  of 
0.15  for  non-teenagers  and  0.45  for  teenagers. 

Cost  to  State  and  Local  Government 

We  use  the  same  data  to  estimate  the  cost  to  state  and  local 
government  of  a proposed  minimum  wage  hike.  We  apply 
the  same  definition  of  affected  workers  described  above  and 
estimate  the  number  of  state  and  local  government  workers 
affected  by  a minimum  wage  hike.  We  do  not,  however,  assume 
that  there  is  any  job  loss  for  state  and  local  workers  as  we  do  not 
have  an  appropriate  elasticity  estimate  specific  to  state  and  local 
workers.  To  the  extent  that  state  or  local  governments  reduce 
hours  or  employment  in  response  tothe  minimum  wage  hike, 
our  estimate  of  the  cost  of  the  hike  would  be  overstated. 


To  estimate  the  increase  in  annual  payroll  cost  resulting  from 
an  increase  in  the  minimum  wage,  we  estimate  the  increase  in 
annual  cost  for  each  worker  as: 

(Proposed  Min  Wage-Min  Wage  20 15)*  weekly  hours* 52 

We  then  multiply  the  increase  in  annual  cost  by  the  earnings 
weight  for  each  worker  and  sum  across  workers.  Since  an 
increase  in  wages  also  requires  increased  employer  contributions 
for  Social  Security,  Medicare,  workers’  compensation  and 
unemployment  insurance,  we  apply  an  estimate  of  the  payroll 
tax  rate  for  these  mandatory  programs  to  calculate  the 
additional  cost  for  these  programs. 

For  each  state  and  city  considered,  we  provide  tables 
summarizing  the  number  of  affected  workers,  employment 
loss,  and  the  distribution  of  employment  loss  by  sex,  education, 
race,  age  and  industry.  Given  that  we  use  three  years  of  data, 
a rule  of  thumb  for  minimum  sample  size  required  to  achieve 
a reasonably  accurate  estimate  of  the  employment  loss  is  to 
require  at  least  30,000  people  be  in  the  relevant  category.  For 
example,  if  there  are  fewer  than  30,000  people  projected  to  be 
in  a particular  industry  category,  the  Bureau  of  Labor  Statistics 
would  not  report  the  estimate  due  to  a lack  of  reliability  based 
on  the  variance  of  the  estimate  relative  to  its  mean. 

In  addition  to  the  estimate  of  employment  loss,  for  each  state 
or  city  considered,  we  estimate  the  number  of  state  and  local 
workers  that  would  be  affected  by  the  minimum  wage  hike  and 
the  total  annual  cost  to  government  in  terms  of  wages  and  total 
compensation.  As  with  the  employment  estimates,  we  advise 
caution  in  interpreting  estimates  that  are  based  on  fewer  than 
30,000  affected  workers. 


3 Congressional  Budget  Office,  “The  Effects  of  a Minimum- Wage  Increase  on  Employment  and  Family  Income,”  February  2014. 

4 For  workers  paid  by  the  hour  the  reported  hourly  wage  was  used.  For  workers  who  are  not  paid  by  the  hour,  we  calculate  the  hourly  wage  by  dividing  usual 
weekly  earnings  by  usual  weekly  hours.  Overtime  pay  was  calculated  as  time  and  one-half  for  hours  above  40  hours  for  hourly  workers. 

5 The  assumed  payroll  tax  for  Medicare  and  Social  Security  is  7.65  percent.  To  estimate  the  payroll  tax  for  workers’  compensation  and  unemployment  insurance, 
we  use  unpublished  data  from  the  2010  Employer  Cost  of  Employee  Compensation  database  for  state  and  local  workers  in  the  relevant  region  in  2010. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Carnahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  unfair.  I was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243, 1 05; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  II.  Section  III  describes  the  data  and  records  I relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A summary  and  my  conclusions  are  provided  in 
Section  VI. 

II.  Qualifications 

I am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a peer-reviewed  journal.  I have  also  served  as  a reviewer  or  ‘referee’ 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analytical  work.  I have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintiffs  and  defendants. 

Details  of  my  qualifications  are  reflected  in  my  current  resume  and  legal  cases, 
attached  as  Appendix  A to  the  report. 

III.  Data  and  Records 

I reviewed  the  following  materials  in  preparing  this  report. 

• Plaintiffs  Complaint 

• Material  cited  in  footnotes  below. 

IV.  Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  from  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  that  the  state  minimum  wage  be  automatically  increased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimum  wage.  Initiative  petition 
2012-085  does  not  have  such  a linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  will  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
increase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


1 Information  about  the  minimum  wage  in  Missouri  is  available  at 
http :/ /www . iab  or.mo , go  v/DLS/minimum  wage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration’s  (OA)  Division  of 
Personnel  reported  that  as  of  September  2011  there  were  834  state  workers  who  would  be 
affected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  “approximate  annual  cost” 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  Fair  employees,  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor’s  survey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,1 82. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
increase  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  from  the  U.S.  Census  Bureau’s  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costi  = ($8.25  — current  wage i)  * weekly  hours t * 52.2 
The  average  annual  wage  cost  increase  was  $870. 1 summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 
minimum  wage  increase  will  be  1.0765  times  $14,866,430  or  $16,003,712. 


2 1 assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning  $7.25 
per  hour. 
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C.  Unemployment  Benefit  Impact 


The  higher  minimum  wage  will  cause  firms  to  reduce  their  level  of  employment.3 
As  a result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  important 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  as  a result  of  the  minimum  wage  increase. 

To  calculate  the  cost  to  the  unemployment  benefits  program,  I first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I calculated  a probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  2011  ORG  CPS: 
Probability  Job  Loss  ; = current  waged  # eiasncny 

1 Current  Waget  J 1 

I used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I assumed  an  elasticity  of 
zero.4  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of  5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.365.  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.6  Thus,  each  eligible  unemployed  worker  could  receive  a total  of  $2,187.20  in 


3 For  a survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

4 Joseph  J.  Sabia  and  Richard  V.  Burkhauser,  “Minimum  Wages  and  Poverty:  Will  a $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?”  Southern  Economic  Journal  (January  2010):  592-623. 

5 http://www.  labor.mo , gov/DES/Claims/ calculator.asp 

6 See  httn://www.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don’t  apply  for  benefits  even  though  they  are  eligible.  I assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
by  Wenger  (2001).7 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  yields  a figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  inflation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  unemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tea  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


7 Jeffery  Wenger.  “Divided  We  Fall:  Deserving  Workers  Slip  through  America’s  Patchwork 
Unemployment  Insurance  System.”  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amount  of  unemployment  benefits  generated  by  a minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.8  I used  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

AT ax  Revenue i = (T ax_Aftert  - Tax_Before{)  - Prob  Job_Lossi  * Tax_Beforeh 
where  Tax_Afterj  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase. 
Tax  Beforej  is  the  income  tax  paid  by  worker  i after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.9  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person’s  tax  return.  As  a result,  it  was  assumed  that  the  affected 
workers’  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.10  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Thus,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a rate  of  6%. 

8 1 again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker’s  wage  rate  times  usual  weekly 
hours  worked  times  52. 

9 The  same  assumptions  are  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

10  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  under  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a dependent  on  another  person’s  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  income  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1,965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.11  Thus,  the  net  increase  in  individual  income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  higher  labor  costs  of  a higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1 ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,110  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.12  Alternatively,  if  half  of  the  higher  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


11  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 

12  The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/busmess/corDorate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.13  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  was  calculated  using  the  2010-2011  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tax  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of  7.67%  or  $2,919,327. 14 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spending  by  business  owners. 

VI.  Summary  and  Conclusions 

I was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

13  The  same  general  approach  is  used  in  the  State  Auditor’s  fiscal  notes  for  the  initiatives. 

14  The  average  rate  comes  from  http://taxfoundation.org/news/show/27023.html 
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(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

(6)  during  the  first  year:  state  and  local  governments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
range  from  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 


FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
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“Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,”  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
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“Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self- Selection,”  with  Tim 
Salmon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aging  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  “Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,”  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  “Affordability 
Index,”  with  Stefan  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  “Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
“Forecasting  Housing  Demand  in  Florida,”  with  Stacy  Sirmans. 

University  of  South  Carolina,  4/1999-1 1/1999,  $10,000,  “Forecasting  Housing  Demand 
in  South  Carolina,”  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course.” 

TIAA-CREF,  8/1998-8/1999,  $23,000,  “Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A Case  Study  of  Pension  Choices  in  Higher  Education,”  with  Melissa 
Hardy  and  Larry  Hazelrigg. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
“Forecasting  Seniors’  Demand  for  Housing  in  Florida,”  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
“Housing  Price  Appreciation  in  Orlando  and  Tampa,”  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  “Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course.” 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
“Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  40 1 (k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1996-6/1997, 
$15,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Cornwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  part  of  a service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retiree  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  Challenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declining  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  “Employee  Turnover  in  the  Long-Term  Care  Industry,”  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  “Replacing  Earnings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,”  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  “Labor  Market  Transitions  of  Older  Workers,”  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  Hirsch. 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 


Participation  in  Regional  Meetings 
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Presented  “Unions  and  Pension  Performance:  The  Role  of  Pension  Design,”  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  “Recent  Federal  Reserve  Policy:  An  Evaluation”  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  “Topics  in  Health  Economics,”  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  “Teacher  Pay,  Principals,  and  Schooling,”  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  “Pensions  and  Retirement”  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  “Do  Pensions  Impede  Phased  Retirement?”  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  “When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?”  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  “How  Will  the  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?”  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  “Racial  Composition,  Wages,  and  Quality  Sorting,”  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  “Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,”  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Influencing  Participation  and  Contribution  Levels  in  401(k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
Policy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southern  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Immigrants,"  at  the  Southern  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southern  Economic 
Association  meetings,  November  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southern  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  “Teaching  Macroeconomics  During  Troubled  Times,”  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  “Participant  Direction  in  Defined  Contribution  Pension  Plans,”  at 
Pennsylvania  State  University,  April  2010. 

Presented,  “The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today”  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  “Minimum  Wage  & EITC”  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Lehigh  University, 
April  2009. 
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Presented  “Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Trinity  University,  October  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Georgia  State  University,  April  2008. 

Presented  “The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,”  at 
Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  “Improving  Pension  Coverage  at  Small  Firms,”  at  Hudson  Institute,  May 
2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Society  of  Labor 
Economics  meetings,  May  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  “Participant  Direction  in  Defined  Contribution  Plans,”  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposium  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  West 
Virginia  University,  April  2005. 

Presented,  “The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,”  at  the 
University  of  Kentucky,  November  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  “The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,”  at  the  University  of  Oklahoma,  February  2004. 

Presented,  “Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?”  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  “How  Will  the  Growth  of  DC  and  401  (k)  Plans  Affect  Pension  Income?”  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  “Benefits  and  Worker  Productivity,”  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  “Using  Hi-Tech  in  Large  Lectures,”  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  “Employee  Participation  in  401(k)  Plans,”  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  “Gender,  Race,  and  Ethnicity  in  the  Labor  Market,”  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children’s  Effects  on  Women’s  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Individual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  Institute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
the  Summer  Institute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonunion  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry,  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Journal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Greensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  University  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsin- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical,  Trinity,  Fall  2011. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who ’s  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 

Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 
Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a "Favorite  Professor 
Award"  in  Fall  1990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  2011- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-201 1 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 
Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 


Economics  Department  Committees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 
Member,  Undergraduate  Economics  Committee,  Fall  1998- 
Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 
Fall  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 
Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph.D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 
Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 

Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1 996,  Spring  2000,  Spring  200 1 , Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 

Recruiting  Committee,  Department  of  Economics,  1990-92. 

Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Chapter  Advisor,  1988-89. 

Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 

Omicron  Delta  Epsilon  Advisor,  1987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  Leela  Hebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Crannell,  2000 
Member,  Mark  Plotnick,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 


Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-Malki,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J,  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 . Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3.  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrongful 
termination;  2008;  Case  No:  01  -554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
5Division;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1 :07- 
cv-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPM/WCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G & S Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Pankey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1 :09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-01 50-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H & R Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty:  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
injury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Court  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  2011. 


22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  2011. 

23.  Lillie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongful  death;  2011;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
2011;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  10-CA-2429 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  the  Missouri  Senate,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Ray  more,  the 
City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  State  Technical  College  of  Missouri,  Metropolitan 
Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Increased  state  and  local  government  expenses  resulting  from  this  proposal  may  be  up  to 
$397  million  annually  if  funding  is  appropriated.  State  and  local  government  tax  revenue 
could  increase  by  an  estimated  $489  million  annually;  however,  employment  decisions 
made  by  businesses  could  impact  this  estimate. 


Jamks  C.  Kirkpatrick 
State  Information  Ckntkr 
(573)751  4936 


JASON  KANDER 

Secretary  of  State 
State  of  Missouri 


16-G4H 


Elf.ctions  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Gerald  (Gary)  Peterson  regarding  a proposed  statutory  amendment 

to  Chapter  290  (2016-044) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Gerald  (Gary)  Peterson  on  April  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo.  to  the  contrary,  for  a term  of  imprisonment  notTo  exceed  one 
year  in  the  county  jail  or  a line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  titan  hisjbPlier  owp.  or 

knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knowshe  or  she  is  not  a, 

, '•  * 
registered  voter.  V } 

INITIATIVE  PETITION  "t  ^ 


To  the  Honorable  Jason  Kander.  Secretary  of  the  State  for  the  state  of  Missouri: 
We  the  undersigned,  registered  v oters  of  the  state  of  Missouri  and 


. County  (or  city  of  St  Louis),  respectfully  order  that  the  following 


proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  generaTercction  to-be 
held  on  the  8"'  day  of  November.  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I a,  a registered  vpter  pf  the  state  of  Missouri  and 
County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  nartjpr 


O 


Statutory  Amendment  to  RSMo  Chapter  290,  Relating  to  Minimum  Wage 


Shall  the.  Sections  290.010,  290.011,  290.146,  290.502,  290.512  and  290.527  be  amended  to  read  as  follows: 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Minimum  wages  shall  be  increased  to$15.00  per  hour  on  a graduated  basis  by  April  15,h.  2019.  Salaried  employees  will 
receive  hourly  wages  If  their  salary  is  less  than  $70,000  annually.  Employees  will  be  available  for  earned  vacation  and  no 
employee  or  prospective  employee  will  be  discriminated  against  for  any  reason.  Wage  theft  will  be  punishable  as  a criminal 
offense. 


CIRCULA  TOR 'S  AFFIDAIT  STATE  OF  MISSOURI,  COUNTY  OF 
Being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME(SIGNATURE) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS- 
STREET-(CITY,TOWN  OR  VILLAGE) 

ZIP 

CODE 

CONG. 

DIST 

NAME  (PRINTED  OR  TYPED) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name,  registered 

voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and  . County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  1 do  . . . . do  not ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (person  obtaining  signatures  Printed  name  of  affiant  address  of  affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. 

Notary  Public  Seal  My  commission  expires  on  / / 


Signature  of  notary 
Address  of  notary 


fe-cw 

Statutory  Amendment  to  RSMo  Chapter  290,  Relating  to  Minimum  Wage 


Shall  the.  Sections  290.010,  290.011,  290.146,  290.502,  290.512  and  290.527  be  amended  to  read  as  follows: 

Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Minimum  wages  shall  be  increased  to$15.00  per  hour  on  a graduated  basis  by  April  15th,  2019.  Salaried  employees 
will  receive  hourly  wages  If  their  salary  is  less  than  $70,000  annually.  Employees  will  be  available  for  earned 
vacation  and  no  employee  or  prospective  employee  will  be  discriminated  against  for  any  reason.  Wac/e  theft  will  be 
punishable  as  a criminal  offense. 


290.01 1 Guaranteed  benefits  of  employee’s  labor. 

1 . Any  employee  showina  up  at  request  of  employer  will  receive  at  least  4 hours  pay  even  if  hours  of  service  are  less 
than  4 hours. 

2.  Any  employee  working  180  shifts  in  a 12  month  period  will  be  entitled  to  one  week's  paid  vacation  time  of  40  hours  at  a 
rate  of  his  current  salary. 

3.  Any  employee  working  180  shifts  in  2nd  and  following  years  without  a break  in  service  of  more  than  3 months  unless 
layoff  by  employer  will  earn  2 weeks  vacation  time  of  40  hours  at  a rate  of  his  current  salary. 

4.  All  employees  will  have  a schedule  of  work  hours  posted  at  least  for  a week  before  their  weekly  schedule.  Overtime 
will  be  mandatory  only  if  given  24  hour  notice. 

5.  Employers  may  have  uo  to  20%  of  work  force  on  call  for  unforeseen  work  loads.  The  20%  will  be  available  by  bid  to 
those  with  seniority  if  they  desire,  otherwise  to  the  newest  employees.  On  call  employees  will  receive  a 10%  bonus  pay  if 
on  a weekly  basis  they  meet  the  'on  call’  requirements  being  available  at  all  times. 

6.  Employees  scheduled  or  working  less  than  32  hours  a week  because  of  employer  choice  will  receive  a 10%  wage 
bonus. 

290.146 


Discrimination  by  employer  by  refusal  to  hire,  promote  or  terminate  employee  or  prospective  employee  because  of 
aae.  race,  nationality,  marriage  status,  religious  affiliation  or  sexual  preference,  dwarfism,  immigrant  status  or  handicap  if 
employee  is  able  to  perform  the  duties  required  of  the  job,  is  prohibited. 


1 . All  workers  will  receive  eoual  compensation  for  comparable  duties  regardless  of  age,  race,  nationality,  marriage  status, 
religious  affiliation  or  lack  of.  sex,  sexual  preference,  dwarfism,  immigrant  status  or  handicap. 

2.  No  prospective  employee  will  be  denied  employment  because  of  age,  race,  nationality,  marriage  status,  religious 
affiliation  or  lack  of.  sex,  sexual  preference,  dwarfism,  immigrant  status  or  handicap  unless  length  of  service  is  taken  into 
account  for  wages. 

3.  No  employee  will  be  denied  promotion  opportunities  or  any  benefits  because  of  age,  race,  nationality,  marriage  status, 
religious  affiliation  or  lack  of.  sex,  sexual  preference,  dwarfism,  immigrant  status  or  handicap. 

4.  No  employee  will  be  fired  because  of  age,  race,  nationality,  marriage  status,  religious  affiliation  or  lack  of,  sex,  sexual 
preference,  dwarfism,  immigrant  status  or  handicap. 

5.  No  employee  shall  be  fired  or  disciplined  because  of  sharing  information  concerning  salary  or  wages  received. 

290.502.  Minimum  wage  rate-increase  or  decrease,  when 

1 . Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530,  effective  [January  1 , 20071  April  15th. 
2017,  every  employer  shall  pay  to  each  employee  no  less  than  wages  at  the  rate  of  [$6.50]  $13.00  per  hour  increasing  as 
noted  in  section  290.502.2,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the  prevailing 
federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is  higher. 


1 


2.  If  the  federal  minimum  waoe  rate  is  increased  above  the  minimum  wage  rate  then  in  effect  under  this  section,  the 
higher  federal  rate  shall  become  the  minimum  wage  rate  in  effect  under  this  section.  The  minimum  wage  rate  in  effect 
under  this  section  shall  be  increased  to  S14.00  per  hour  on  April  15th,  [2008]  2018,  and  shall  be  increased  to  $15.00  per 
hour  and  on  Aoril15th.  2019  and  on  April  14th  of  successive  years,  by  the  increase  or  decrease  in  the  cost  of  living.  On 
September  30,  [2007]  2019,  and  on  each  September  30  of  each  successive  year,  the  director  shall  measure  the  increase 
or  decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July 
of  the  immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W) 
or  successor  index  as  published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of  the 
minimum  wage  increase  or  decrease  rounded  to  the  nearest  five  cents. 

3.  Businesses  with  less  than  5 million  dollars  per  year  in  sales  (considered  a small  business)  will  have  an  introductive 
rate  of  10  dollars  per  hour  beginning  on  April  15th  2017  and  will  increase  the  per  hour  rate  by  one  dollar  per  hour  on  April 
1 5lh  of  each  year  until  their  rate  has  become  the  same  as  larger  businesses,  then  will  be  indexed  and  the  same  as  larger 
businesses. 


4.  Executive,  administrative,  professional  employees,  and  sales  peoplefunless  sales  people  in  charge  of  own  hours 
worked)  making  less  than  S70.Q00  per  year  as  a salary  will  be  paid  an  hourly  wage  with  overtime  for  over  40  hours.  Only 
salary  employees  making  over  $70.000  will  not  work  under  Section  290.502  regulations  as  a wage  earner. 

Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage  requirements. 

290.512 

1 . [No  employer]  All  employers  of  any  employee  who  receives  and  retains  compensation  in  the  form  of  gratuities 
in  addition  to  wages  [is  required]  will  be  reouired  to  pay  wages  eoual  to  or  in  excess  of  fifty  percent  of  the  minimum  wage 
rate  specified  in  sections290.500  to  290.530,  however  total  compensation  for  such  employee  shall  total  at  least  the 
minimum  wage  specified  in  sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer. 

2.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as  an  incident  of  his  employment 
and  if  he  is  not  required  to  exercise  any  discretion  in  order  to  receive  the  goods  or  services,  the  employer  is  required  to 
pay  only  the  difference  between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage  otherwise 
required  to  be  paid  by  sections  290  500  to  290.530.  The  fair  market  value  of  the  goods  and  services  shall  be  computed 
on  a weekly  basis.  The  director  shall  provide  by  regulation  a method  of  valuing  the  goods  and  services  received  by  any 
employee  in  lieu  of  the  wages  otherwise  required  to  be  paid  under  the  provisions  of  sections  290,500  to  290.530.  He 
shall  also  provide  by  regulation  a method  of  determining  those  types  of  goods  and  services  that  are  an  incident  of 
employment  the  receipt  of  which  does  not  require  any  discretion  on  the  part  of  the  employee. 

(L.  1990  H.B.  1881  § 6,  A.L.  2006  Adopted  by  Initiative,  Proposition  B,  November  7, 2006) 


290.527.  Action  for  underpayment  of  wages,  employee  may  bring-limitation 

t^Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee  is  entitled  under  or  by  virtue 
of  sections  290.500  to  290.530  shall  be  liable  to  the  employee  affected  for  the  full  amount  of  the  wage  rate  and  an 
additional  [equal]  amount  eoual  to  twice  the  underpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid  to 
the  employee  by  the  employer  and  for  costs  and  such  reasonable  attorney  fees  as  may  be  allowed  by  the  court  or  jury. 
The  employee  may  bring  any  legal  action  necessary  to  collect  the  claim.  Any  agreement  between  the  employee  and  the 
employer  to  work  for  less  than  the  wage  rate  shall  be  no  defense  to  the  action.  All  actions  for  the  collection  of  any 
deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of  the  cause  of  action. 

2.  Actions  responsible  for  underpayment  of/or  lack  of  wages  shall  be  considered  wage  theft  or  stealing.  Employer  theft  of 
wages  will  carry  the  same  penalties  as  stealing  as  in  Chapter  570,  Section  570.030.2.  Persons  responsible  will  be  the 
immediate  supervisor  and  each  of  his  superiors  who  are  aware  of  or  involved  in  any  way  including  accounting. 
Corporations  will  be  responses  for  their  involvement,  but  the  persons  responsible  shall  be  responsible  for  individual 
fines  and  or  other  penalties.  Incorporation  will  not  relieve  individuals  of  responsibility. 


2 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


James  C.  Kirkpatrick 
State  Information  Center 

7S  I .4036 


Jason  Kander 

Secretary  of  State 
state  of  Missouri 


RE:  Petition  approval  request  from  Gerald  (Gary)  Peterson  regarding  a proposed  statutory  amendment 

to  Chapter  196  (2016-043) 


Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Gerald  (Gary)  Peterson  on  April  9,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County 

Page  No 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed  one 
year  in  the  county  jail  or  a line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or 
knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a 


registered  voter. 

INITIATIVE  PETITION 

r-o 

To  the  Honorable  Jason  Kander.  Secretary  of  the  State  for  the  state  of  Missouri:  £5 

We  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully  order  thSAhe  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  8"'  day  ofNovember.  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition.  I a.  a registered  vpter  pf  the  slate  of  Missouri 

and County  (or  city  of  St.  l.ouis).  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  corf^ctly  written 

after  my  name.  - 

Statutory  Amendment  to  RSMo  Chapter  196,  y*  ~ 

“All  foods  sold  in  Missouri  w ill  be  labeled  if  any  addition  of  Sugars,  and  will  denote  Coimtry  of 
‘Origin  and  Processing’  and  if  there  is  a Presence  of  GMO  products”  V? 

■ CJ 

CIRCULATOR’S  AFFIDAIT  STATE  OF  MISSOURI,  COUNTY  OF ^ 

Being  first  duly  sworn,  say  (print  or  ty  pe  names  of  signers) 


NAME(SIGNATURE) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS- 
STREET-(CITY,TOWN  OR  VILLAGE) 

ZIP 

CODE 

CONG. 

DIST 

NAME  (PRINTED  OR  TYPED) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name,  registered 

voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and  _■  County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 
1 am  at  least  18  years  of  age.  1 do  ....  do  not ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (person  obtaining  signatures  Printed  name  of  affiant  address  of  affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. 

Notary  Public  Seal  My  commission  expires  on 


Signature  of  notary 
Address  of  notary 


Missouri  Constitution  Article  IV 


BE  IT  RESOLVED  bv  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

For  the  purpose  of  sections  196.010  to  196.120  of  Article  IV:  Chapter  196: 

Two  new  sections  will  be  added  and  shall  be  know  as  Section  196.011.1  and  Section  196.0111.2  and  these 
sections  witll  be  for  the  regulations  of  retail  food  sales  concerning  labeling  for  products  containing  ‘added 
sugars’,  ‘qenenticallv  modified  organisms’,  and  the  ‘orqin  of  and  reparation  of  food'  sold  in  the  state  of 
Missouri. 


One  new  section  adde  shall  be  known  as  Section  196.011.1  and  this  section  shall  read  as  follows; 


1 ■ Sugars  added  will  be  listed  separately  from  naturally  occurring  sugars  under  total  carbohydrate  with 
grams  listed  for  each. 

(a)  “Added  Sugars”  will  be  any  sugars  not  occurring  in  a natural  state  of  a food,  but  added  to  the 

food  at  different  stages  of  processing: 

(b)  “Sugars”  including  glucose  (also  known  as  dextrose),  fructose  and  galactose,  sucrose 
(a  disaccharidel.  maltose  and  lactose  or  longer  chains  of  sugars  called  oligosaccharides  will  be 
considered  added  sugars. 

(cl  “Sugars”  will  include  the  following  names:  Blackstrap  molasses*  Brown  rice  syrup*  Brown 
sugar*  Buttered  svrup*  Cane  juice  crystals*  Cane  sugar*  Caramel*  Carob  syrup*  Castor  sugar* 
Confectioner’s  sugar*  Com  svrup  Corn  syrup  solids  Crystalline  fructose*  Pate  sugar*  Demerara  sugar* 
Dextran  Dextrose  Diastatic  malt  Diatase  Ethyl  maltol  Evaporated  cane  juice*  Florida  crystals*  Fructose* 
Fruit  juice*  Fruit  juice  concentrate*  Galactose  Glucose  Glucose  solids  Golden  sugar*  Golden  syrup*  Grape 
sugar*  High-fructose  corn  svrup*  Honey*  Icing  sugar*  Invert  sugar*  Lactose  Malt  syrup  Maltose  . Maple 
svrup*  Molasses*  Muscovado  sugar*  Organic  raw  sugar*  Panocha*  Raw  sugar*  Refiner’s  syrup*  Rice  syrup 
Sorghum  svrup*  Sucrose*  Sugar*  Treacle*  Turbinado  sugar*  Yellow  suqar*as  listed  bv  Lustig,  Robert  H 
(2013-09-031.  Sugar  Has  56  Names;  A Shopper's  Guide  (A  Penguin  Special  from  Hudson  Street  Press) 
(Kindle  Locations  460-467).  Penguin  Group  US.  Kindle  Edition.  Other  names  for  sugars  that  are  added 

will  fall  under  the  same  regulations.  Any  sugars  listed  above  that  have their  name  changed  will  not 

exempt  them  from  these  regulations. 

2.  The  term  “GMO”  will  be  listed  on  the  front  of  the  packaging  if  in  any  part  of  food  for  sale  in  Missouri 
includes: 

(al  genetically  modified  organism  (GMOl  -genetically  modified  (GM1  or  genetic  engineering  (GE).  GMOs  are 
created  through  transgenic  engineering,  unlike  traditional  breeding  and  any  other  similar  gene  Insertion 
bv  any  other  name  will  be  Included  in  labeling  regulation. 

3.  Country  of  origin  of  the  food  sold  in  Missouri  will  be  listed  and  will  include; 

(al  Any  Nation  or  Ocean  where  the  food  has  been  grown  at  any  time  and  in  the  case  of  animals  including 
fish,  total  locations  bv  nation  or  ocean  from  birth  to  slaughter. 

(bl  Any  nation  other  than  the  US  where  the  food  has  been  packaged,  repackaged  or  reprocessed  including 
injected  with  liquids  or  solids  of  any  type.  Any  injectable  product  must  be  listed  and  if  not  approved  by 
the  US  Dept,  of  Agriculture  will  not  be  sold  in  the  state  of  Missouri. 
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One  new  section  will  be  added  and  shall  be  known  as  Section  196.011.  2 and  this  section  shall  be  read  as 
follows: 


Labeling  requirements  concerning  GMO,  GM.  GE.  added  sugars,  and  country  of  origin  and/or  repackaging; 

For  all  food  products  including  beverages,  gums,  snacks,  and  energy  drinks. 

1.  Any  product  containing  genetically  modified  organisms  will  be  labeled  as:  “This  product  contains 
genetically  modified  organisms  (GMO!”  or  any  product  containing  genetically  engineered 
organisms  will  be  labeled  as:  “This  product  contains  genetically  engineered  organisms  (GE)”  . 

2.  Any  product  labeled  ‘reduced  fat’  or  language  that  means  a reduced  fat  content  and/or  diet  control 
foods  will  label  the  amounts  of  sugar  added  in  what  amounts  (if  added)  and  other/or  products 
added  to  replace  the  fat  texture  and  taste  and  a warning  that  excess  sugar  is  a major  contributor 
to  weight  gain  and  overall  health  as  outlined  by  the  AHAtAmerican  Heart  Association),  WHO(World 
Health  Organization!  or  AMAIAmerican  Medical  Association). 

3.  All  products  sold  as  snacks  shall  if  also  sold  in  larger  packages  than  single  (one  or  two)  servings, 
will  also  have  the  total  sugar  content  added  of  the  package  listed  in  bold  print  on  the  front  of  the 
package  with  a warning  if  that  amount  is  more  than  the  total  sugar  recommended  for  daily 
consumption  by  the  AHAtAmerican  Heart  Association).  WHO  (Wo  rid  Health  Organization)  or 
AMAIAmerican  Medical  Association). 

4.  All  food  products  will  have  any  ‘sugars  added’  listed  as  a separate  item.  The  total  amount  of 
‘sugars  added’  per  serving  if  % of  the  recommended  daily  allowance  as  listed  by  AHA  (American 
Heart  Association!  will  carry  a “Warning"  label.  The  box  will  include  wording  as  put  out  by  the 
AHAtAmerican  Heart  Association!,  WHOfWorld  Health  Organization)  or  AMAIAmerican  Medical 
Association!  that  “Added  sugars  are  contributing  to  obesity,  diabetes  and  other  conditions  linked 
to  heart  disease,  including  unhealthy  cholesterol  and  triglyceride  levels”  or  other  warnings  as 
they  become  available  from  these  health  organizations.  If  warnings  become  available  by 
AHAtAmerican  Heart  Association!.  WHOfWorld  Health  Organization)  or  AMAIAmerican  Medical 
Association!  concerning  sugar  substitutes  contributing  to  health  or  weight  gain,  that  warning  wijj 
be  required  when  part  of  the  food. 

5.  Sugars  added  to  food  products  advertised  or  directed  toward  children  will  have  listed 
recommended  amounts  for  children  as  listed  bv  the  AMA,  WHO  or  AHA  and  will  have  a warning 
located  in  a dark  bold  outlined  box  including  dangers  of  sugar  as  listed  by  the  AMA,  WHO  or  AHA  if 
sugars  in  excess  of  % of  the  recommended  daily  amount.  For  any  serving  size  for  any  foods 
targeted  for  an  audience  of  18  or  under  total  sugars  added  that  exceed  1/4  of  a daily 
recommended  amount  bv  AHA  (American  Heart  Association).  WHO  (World  Health  Organization)  o; 
AMA  (American  Medical  Association!!  will  have  a warning  label  with  following  (5.a)  outlined  in  a 
dark  bold  outlined  box  as  follows  or  as  changed  bv  AHAIAmerican  Heart  Association),  WHO(World 
Health  Organization!  or  AMAIAmerican  Medical  Association!  as  follows: 

(a)“Added  sugars  are  contributing  to  obesity,  diabetes  and  other  conditions  linked 
to  heart  disease,  including  unhealthy  cholesterol  and  triglyceride  levels  and  also 
consumption  of  Added  Sugars  and  Indicators  of  Cardiovascular  Disease  Risk  among  US 
Adolescents  as  stated  bv  the  AHAIAmerican  Heart  Association),  WHQIWorld  Health 
Organization!  or  AMAIAmerican  Medical  Association)” 

All  warning  signs  for  added  sugars  will  include  recommended  amounts  according  to  age,  weight  and  sex. 
The  warning  sign  will  include  - WARNING-SUGARS  ADDED  - in  bold  print  at  least  equal  In  height  Jo 
ingredients  listed  and  will  be  located  on  the  front  of  the  packaging.  The  warning  will  be  enclosedjn_a 
bold  out-lined  box.  The  amounts  of  added  sugars  will  be  listed  by  amounts  both  in  teaspoons  and  grams 
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with  % of  teaspoons  recommended.  The  values  recommended  may  be  from  the  AMA.  WHO  or  AHA  as  long 
as  listed  in  values  of  grams  and  teaspoons. 


Small  businesses  of  less  than  1 million  dollars  in  food  sales  per  year  will  be  exempt  from  the  above 
requirements.  Chains  and  related  stores  under  the  same  ownership  that  have  individual  sales  of  less  than 
one  million  will  have  all  stores  sales  grouped  together  to  determine  if  they  are  required  by  the  above 
regulations.  Total  sales  of  all  stores  will  be  added  together  to  qualify  for  exemption. 

Restaurants,  convenience  stores  and  other  businesses  that  prepare  food  on  site  will  have  the  above 
information  posted  on  menus  or  bv  the  food  product  if  menus  are  not  available.  Dispensed  drinks  wjjl 
have  a sign  at  eve  level  (about  5 ft.l  and  in  large  print  of  at  least  24  point  with  a “Warning”  sign  listing 
each  drink  size  and  the  amount  of  added  sugars.  The  Warning  sign  will  include  the  recommended  daily 
amounts  as  well  as  health  dangers  of  excessive  sugar  as  listed  above.  All  fountain  drink  cups  of  over  8 
oz.  size  (disposable  containers!  will  have  a warning  within  a bold  black  outlined  box  listing  the  dangers  of 
added  sugars  with  amounts  listed  bv  the  AMA  or  AHA.  Warning  will  include  recommended  amounts 
according  to  weight  and  sex. 

Regulations  for  labeling  will  be  required  on  all  products  within  6 months  of  implementation  of  ordinance 
except  as  noted.  Any  foods  labeled  and  packaged  before  the  6 month  period  will  after  one  year  if  still 
available  for  sale  be  required  to  post  warning  signs. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  386  (2016-042). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


APR  0 9 2015 

STATE  AUDI  l Uno  OFFICE 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County: 

Page  number: 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  _ 


. County  (or  city  of  St  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

. County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 


written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF . 
I 


rn 

o 


_,  being  first  duly  sworn,  say  (print  of  type  namfe?of  signers) 


NAME 

(Signature) 

Date 

Sinned 

RKilSITIU  1)  VOTING  AUDIO  SS 
(Street.  No  IX)  Hows)  (Cilv.  Town  or  Village) 

Zip 

Code 

Cong 

Dist 

NAME 

(I’rmt  or  Toped) 

9. 

1. 

2 

v 

i. 

s. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri,  as  follows: 

Section  A,  Chapter  386,  RSMo,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section  386.900,  to 
read  as  follows: 

386.900.  1.  As  used  in  this  section,  the  following  terms  shall  mean: 

(11  "Contract  customer",  a person  or  corporation,  including  affiliates  and  subsidiaries,  that  executes  or  will 

execute  a renewable  energy  contract  with  a renewable  energy  facility  owner; 

(2)  "Qualified  utility",  anv  municipal  utility,  electrical  corporation,  or  rural  electric  cooperative  that 

provides  retail  electric  service  in  this  state; 

f31  "Renewable  energy  contract",  a contract  between  a renewable  energy  facility  owner  and  a contract 

customer  for  the  delivery  of  electricity  from  one  or  more  renewable  energy  facilities  to  a contract  customer 
requiring  the  use  of  the  qualified  utility's  transmission  or  distribution  system  to  deliver  the  electricity  from  a 
renewable  energy  facility  to  the  contract  customer: 

f41  "Renewable  energy  facility",  a facility  that  produces  electrical  energy  that  utilizes  renewable  energy 

sources  as  defined  in  section  393.1025.  and  does  not  include  an  electric  generating  facility  whose  costs  have  been 
included  in  a qualified  utility's  rates  as  a facility  providing  electric  service  to  the  qualified  utility's  system.  A 
renewable  energy  facility  shall  not  be  considered  a public  utility  as  defined  in  section  386.020. 

2.  Under  a renewable  energy  contract,  a qualified  utility  shall: 

f 11  Contract  with  the  renewable  energy  facility's  owner; 

f21  Purchase  electricity  for  resale  to  one  or  more  contract  customers;  and 

f31  Sell  such  electricity  to  the  contract  customer  or  customers  under  a renewable  energy  contract  with  the 

same  duration  and  pricing  as  the  contract  between  the  qualified  utility  and  the  owner  of  the  electricity  to  be  sold 
from  the  renewable  energy  facility. 

3.  Within  sixty  days  of  receiving  a request  from  a contract  customer,  subject  to  reasonable  credit 

requirements,  a qualified  utility  shall  approve  the  use  of  its  transmission  or  distribution  system  pursuant  to  a 
renewable  energy  contract  to  supply  some  or  all  of  the  contract  customer’s  electric  service  from  one  or  more 
renewable  energy  facilities  selected  bv  the  contract  customer.  The  pricing  and  duration  of  the  contract  for 
electricity  to  be  sold  from  the  renewable  energy  facility  shall  be  determined  by  negotiation  between  the  renewable 
energy  facility's  owner  and  the  contract  customer.  The  contract  customer  shall  be  responsible  for  anv  incremental 
costs  required  for  delivery  of  the  electricity  from  the  renewable  energy  facility  to  the  transmission  system  granted 
bv  the  regional  transmission  organization  of  which  the  qualified  utility  is  a member.  The  qualified  utility  shall  not 
be  held  responsible  for  anv  costs  related  to  customer  default.  A qualified  utility  shall  charge  a contract  customer 
the  applicable  generation  charges  including  those  in  base  rates,  rider,  or  surcharges  only  for  electricity  deliveredjo 
the  contract  customer  outside  of  a renewable  energy  contract. 

4.  A renewable  energy  contract  may  provide  for  electricity  to  be  delivered  to  a contract  customer: 

f 11  From  one  renewable  energy  facility  to  a contract  customer's  single  metered  delivery  location; 

f21  From  multiple  renewable  energy  facilities  to  a contract  customer's  single  metered  delivery  location; 

(31  From  one  or  more  renewable  energy  facilities  to  a single  contract  customer's  multiple  metered  delivery 

locations:  or 

(41  From  one  or  more  renewable  energy  facilities  to  a single  contract  customer  for  distribution  to  multiple 

qualified  utility  customer's  metered  delivery  locations. 

5.  Bv  lanuarv  1.  2017.  a qualified  utility  shall  file  a tariff  with  the  commission  or  the  governing  body  of  the 

electric  utility  regarding  the  renewable  real  time  pricing  program.  A qualified  utility  shall  charge  a contract 
customer  for  all  metered  electric  service  delivered  to  the  contract  customer  under  this  program  and  the  tariff  shall 
include  rates,  as  determined  bv  the  commission  or  the  governing  body  of  the  electric  utility,  for  the  recovery  of 
reasonable  administrative  costs,  cost-based  distribution  service,  cost-based  transmission  service,  cost-  based 
monthly  generation  capacity  service,  and  supplemental  energy  service  for  anv  kilowatt-hours  of  electricity 
contracted  for  delivery  but  not  delivered  from  the  renewable  energy  facility  priced  at  the  hourly  locational 
marginal  price  of  the  applicable  regional  transmission  organization  for  the  qualified  utility  or  at  a separately 
negotiated  and  agreed  upon  rate  bv  the  qualified  utility  and  the  contract  customer. 

6.  To  be  eligible  for  service  under  this  section,  a contract  customer  shall  have  a minimum  annual  peak 

demand  of  one  megawatt.  A single  contract  customer  may  aggregate  multiple  metered  delivery  locations  to  satisfy 
such  megawatt  requirement. 

7.  Electricity  generated  bv  a renewable  energy  facility  and  delivered  to  a contract  customer  under  a 

renewable  energy  contract  shall  not  be  included  in  a net  metering  program  created  under  section  386.890.  The 
right  to  anv  environmental  attribute  associated  with  the  renewable  energy  facility  shall  remain  the  property  of  the 
renewable  energy  facility's  owner,  except  to  the  extent  that  a contract  to  which  the  owner  is  a party  provides 
otherwise. 

8.  The  right  to  anv  environmental  attribute  associated  with  the  renewable  energy  facility  shall  remain  the 

property  of  the  renewable  energy  facility's  owner,  except  to  the  extent  that  a contract  to  which  the  owner  is  a party 
provides  otherwise. 

9.  The  commission  may  promulgate  anv  rules  and  regulations  necessary  to  effectuate  the  provisions  of  this 

section.  Anv  rule  or  portion  of  a rule,  as  that  term  is  defined  in  section  5 that  is  created  under  the  authority 
delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is  subject  to  all  of  the  provisions  of 
chapter  536.  and,  if  applicable,  section  536.028.  This  section  and  chapter  536  are  nonseverable  and  if  anv  of  the 
powers  vested  with  the  general  assembly  pursuant  to  chapter  536.  to  review,  to  delay  the  effective  date,  or  to 
disapprove  and  annul  a rule  are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and 
anv  rule  proposed  or  adopted  after  August  28.  2017.  shall  be  invalid  and  void. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  C ity,  MO  65 1 0 1 

RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  130  & 143  (2016-041). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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Sincerely, 


STATE  AUDI  l OHS  OFFICE 


APR  0 9 2015 


County: 

Page  number. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  tile  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

written  after  my  name. 


(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
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, being  first  duly  sworn,  say  (print  of  type  names.of  signers) 


NAME 

(Signature) 

IXilc 

Sinned 

RIGISTIIRI  l>  VOTING  ADDRI  SS 
(Slrcct. No  1*0  Boxes)  (On.  limn  or  Villuuel 
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Code 

Cong 

Dim 

NAME 

(I'rml  or  Tvped) 

(1. 

1. 

2 

3. 

4. 

5. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  Missouri: 

Two  new  sections  of  the  Revised  Missouri  Statutes  are  hereby  enacted,  to  be  known  as  sections 
130.230  and  143.990,  to  read  as  follows: 

130.230.  1 . “The  Missouri  elections  trust  fund”  is  hereby  created  to  provide  public  financing  for 
candidates  for  office  in  Missouri  who  agree  to  accept  and  meet  certain  conditions  and  limitations. 

2.  The  government  by  the  people  trust  fund  will  be  administered  by  a board  of  trustees, 
consisting  of  seven  members,  to  be  nominated  by  the  governor  and  approved  by  the  senate,  to  be 
known  as  the  “public  finance  commission.” 

(1)  No  individual  may  be  appointed  to  the  public  finance  commission  who  is: 

(a)  a government  employee; 

(b)  a registered  lobbyist,  or  who  has  been  a registered  lobbyist  at  any  time  during  the  5- 
year  period  preceding  their  appointment  to  the  commission; 

(c)  an  officer  or  employee  of  a political  party  or  political  campaign; 

(d)  an  elected  official,  senator,  or  representative. 

(2)  Members  of  the  public  finance  commission  shall  be  appointed  for  a term  of  five  years; 
except  the  second  and  third  classes  of  the  first  seven  members  of  the  public  finance  commission  , 
who  shall  be  divided  into  three  classes,  as  follows; 

(a)  The  first  three  members  to  be  confirmed  shall  serve  a full  five  year  term; 

(b)  The  fourth  and  fifth  members  to  be  confirmed  shall  serve  a three  year  term; 

(c)  The  sixth  and  seventh  members  to  be  confirmed  shall  serve  a one-year  term. 

(3)  Members  of  the  public  finance  commission  may  be  removed  from  office  if  convicted  of 
fraud  or  mismanagement  of  funds  administered  by  the  public  finance  commission,  or  conviction 
of  a felony. 

3.  Members  of  the  public  finance  commission  will  be  reimbursed  for  travel  and  other 
expenses  at  the  prevailing  rate  for  other  employees  and  officers  of  the  state  of  Missouri. 

5.  The  funds  collected  under  this  program  will  be  distributed  only  to  candidates  who  accept 
the  conditions  required  to  qualify  for  public  financing. 

6.  Candidates  accepting  public  funds  must  agree  to  and  meet  the  following  conditions: 

(1)  Not  to  accept  contributions  from  corporations  or  political  action  committees  that 
include  corporate  contributions  in  their  fund-raising; 

(2)  Not  to  accept  donations  totaling  more  than  $500  from  any  individual  or  other  source, 
excluding  a political  party  of  which  they  are  a member,  during  an  election  cycle  (defined  as  the 
period  between  two  general  elections  for  the  same  office);  and 

(3)  That  at  least  half  of  the  money  they  raise  will  come  from  individuals,  political  action 
committees,  or  other  sources  that  contribute  no  more  than  $100  to  them  during  an  election  cycle. 

7.  The  funding  provided  to  eligible  candidates  will  be  in  the  form  of  matching  funds,  with 
the  size  of  the  match  (2  to  1;  5 to  1;  etcetera)  to  be  determined  by  the  commission  based  on  the 
total  amount  of  money  raised  by  all  candidates  who  have  elected  to  accept  public  funds  and  the 
total  amount  of  money  available  from  the  fund  during  each  election  year. 

(1)  Thirty-five  percent  of  the  funds  available  shall  be  distributed  on  the  first  day  of  June  of 
each  general  election  year,  based  on  total  monetary  contributions  received  during  the  election 
cycle  up  to  the  date  of  the  quarterly  report  filed  with  the  Missouri  Ethics  Commission  for  the 
quarter  ending  on  the  thirty-first  day  of  March.  (In-kind  contributions  are  not  eligible  for 
matching  funds.) 

(2)  The  balance  of  available  funds  shall  be  distributed  on  the  third  Monday  in  September  of 
each  general  election  year  to  eligible  candidates  in  the  general  election,  based  on  total  monetary 
contributions  received  and  reported  through  the  thirtieth  day  of  August. 

8.  When  a candidate  or  committee  files  a termination  statement  and  disclosure  report  with 
the  Missouri  Ethics  Commission,  any  and  all  funds  remaining  after  dissolving  any  debt  are  to  be 
paid  over  to  the  government  by  the  people  fund,  up  to  and  including  an  amount  equal  to  the  full 
amount  of  matching  funds  received  by  said  candidate. 

143.990.  1 . In  each  taxable  year  beginning  on  or  after  January  1,  2016,  each  individual  or 
corporation  having  paid  state  income  taxes  in  the  amount  of  twenty-five  dollars  or  more  may 
designate  that  five  dollars  of  the  tax  paid  shall  be  paid  over  to  the  Missouri  elections  trust  fund  as 
provided  in  section  130.230.  In  the  case  of  a husband  and  wife  with  a filing  status  of  married 
filing  combined  having  paid  state  income  tax  in  the  amount  of  fifty  dollars  or  more,  each  spouse 
may  designate  that  five  dollars  shall  be  paid  to  the  fund. 

2.  The  designation  authorized  by  this  section  shall  be  clearly  and  unambiguously  printed  on 
the  same  page  of  each  income  tax  return  form  provided  by  the  state  upon  which  the  amount  of  the 
amount  of  tax  owed  is  indicated,  and  shall  provide  a statement  that  contributing  to  the  fund  will 
not  increase  the  amount  of  tax  owed  or  reduce  the  amount  of  overpayment  to  be  refunded.  The 
department  of  revenue  shall  deposit  such  amount  to  the  Missouri  election  trust  fund  as  created  in 
section  130.230. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapter  21  (2016-040). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County: 

Page  number: . 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  )ason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the 

following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  S*  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly 

written  after  my  name. 

(Official  Ballot  Tide) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
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being  first  duly  sworn,  say  (print  of  type  names  «f  signers) 


NAMl 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
I Si  reel.  No  It)  Boxes)  (lil\ . limn  or  Village) 
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Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer; • 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Explanation:  RSMo  Section  21 .140  is  set  forth  hereinafter  with  the  new  matter 
underlined  and  deleted  matter  in  brackets;  [thus] 

Be  it  enacted  by  the  people  of  Missouri: 

Section  21.140  of  the  Revised  Missouri  Statutes  is  amended,  to  read  as  follows: 

21 .140.  Each  senator  and  representative  shall  receive  from  the  treasury  an 
annual  salary  of  [eighteen  thousand  seventy-eight  dollars]  fifty  thousand  dollars, 
effective  the  first  day  of  January,  201 7,  plus  any  salary  adjustment  provided 
pursuant  to  section  1 05.005,  after  the  first  day  of  January,  201 8.  The  speaker  of 
the  house  and  the  president  pro  tern  of  the  senate  shall  each  receive  as 
additional  annual  compensation  the  amount  of  two  thousand  five  hundred 
dollars,  and  the  speaker  pro  tern  of  the  house  and  the  majority  and  minority  floor 
leaders  of  the  house  and  senate  shall  each  receive  as  additional  annual 
compensation  the  amount  of  one  thousand  five  hundred  dollars.  Upon 
certification  by  the  president  and  secretary  of  the  senate  and  by  the  speaker 
and  clerk  of  the  house  of  representatives  as  to  the  respective  members  thereof, 
the  commissioner  of  administration  shall  audit  and  the  state  treasurer  shall  pay 
such  compensation.  Senators  and  representatives  shall  receive,  weekly,  a 
mileage  allowance  as  provided  by  law  for  state  employees,  in  going  to  their 
place  of  meeting  in  Jefferson  City  from  their  place  of  residence,  and  returning 
from  their  place  of  meeting  in  Jefferson  City  to  their  place  of  residence  while  the 
legislature  is  in  session,  on  the  most  usual  route,  if  the  senator  or  representative 
does  travel  to  Jefferson  City  during  that  week. 


Elections  Division 
(573)751  2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


James  C.  Kirkpatrick 
State.  Information  center 
573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-039) 


Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


^pR  0 ^ 


STATE  AUDD  on. 


OFFICE 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 o l 
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County: 

Page  number 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  In  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  respectfully  order  that  the 

following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  1 am  a registered  voter  of  the 

state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which 

I live  are  correctly  written  after  my  name. 

(Official  Ballot  Title) 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
I 


ro 

c=2 

c_n 

• -'ft 

~D  2^ 

po  m 

i o 

co  -n 

-a 

cm  ; ri 


being  first  duly  sworn,  say  (print  of  type  names  of  signers) 

co 


NAME 

(Signuliire) 

Dale 

Signed 

HI  tilS  I I HI  1)  VOTING  ADDRESS 
(Street.  Nu  I'O  Hows)  ((.'ilv.  limit  or  Village) 

/ip 

Code 

Cong 

De.1 

name: 

1 1*0111  or  Tvpedl 

1). 

1. 

2. 

i. 

5. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary: . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the 
Constitution  be  amended: 


Article  III,  Section  8 of  the  Constitution  is  hereby  repealed. 


[Article  3,  Section  8.  No  one  shall  be  elected  to  serve  more  than 
eight  years  total  in  any  one  house  of  the  General  Assembly  nor  more 
than  sixteen  years  total  in  both  houses  of  the  General  Assembly.  In 
applying  this  section,  service  in  the  General  Assembly  resulting  from 
an  election  prior  to  December  3,  1992,  or  service  of  less  than  one 
year,  in  the  case  of  a member  of  the  house  of  representatives,  or  two 
years,  in  the  case  of  a member  of  the  senate,  by  a person  elected 
after  the  effective  date  of  this  section  to  complete  the  term  of 
another  person,  shall  not  be  counted.] 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-039) 

Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  April  9,  2015) 


Date 


April  29,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  St.  Louis  Community  College. 

Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 


Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
impact  on  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 


Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  impact 
on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  if  this 
initiative  petition  becomes  law. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  would  not 
have  a significant  fiscal  impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Fiscal  Note  Summary 

It  is  estimated  this  proposal  will  result  in  no  costs  or  savings  for  state  and  local 
governmental  entities. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  statutory  amendment  to 

Chapters  290  & 67  (2016-038) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  city  65101 
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County: 

Page  number 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  tlte  Honorable  |ason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . 


. County  (or  city  of  St.  Louis),  respectfully  order  that  the 


following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day 
of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

. County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly 

r-o 


written  after  my  name. 


(Official  Ballot  Title) 
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CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF . 

I, 


, being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


NAME 

(Signature) 

Dale 

Sumed 

RKilSTI  KI  D VOTING  ADDRESS 
(Street.  No  1*0  Boxes)  Kin . Town  or  Village) 

/•p 

Code 

Cong 

Dim 

name: 

( Print  or  Tvped) 

1. 

1. 

> 

1. 

5. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer: . 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary:  _ 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  State  of  Missouri,  as  follows: 

Sections  290.502,  RSMo  and  67.1571,  RSMo  are  amended  to  read  as 
follows: 

290.502.  1.  Except  as  may  be  otherwise  provided  pursuant  to  sections 
290.500  to  290.530,  effective  January  1,  [2007]  2017,  the  minimum  wage 
rate  that  every  employer  shall  pay  to  each  employee  [wages  at  the  rate  of 
$6.50]  shall  be  either  no  less  than  $1 1 .00  per  hour,  or  wages  at  the  same  rate 
or  rates  set  under  the  provisions  of  federal  law  as  the  prevailing  federal 
minimum  wage  applicable  to  those  covered  jobs  in  interstate  commerce, 
whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  rate  provided  for  in  subsection  1 of  this  section 
shall,  whether  or  not  such  wage  is  derived  from  the  statutory  minimum  or 
the  adoption  of  the  federal  minimum  as  required  in  subsection  1 of  this 
section,  be  increased  or  decreased  on  January  1,  2008,  and  on  January  1 of 
successive  years,  by  the  increase  or  decrease  in  the  cost  of  living.  On 
September  30,  2007,  and  on  each  September  30  of  each  successive  year,  the 
director  shall  measure  the  increase  or  decrease  in  the  cost  of  living  by  the 
percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of 
July  of  the  immediately  preceding  year  of  the  Consumer  Price  Index  for 
Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor  index 
as  published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with 
the  amount  of  the  minimum  wage  increase  or  decrease  rounded  to  the 
nearest  five  cents. 

[67.1571.  No  municipality  as  defined  in  section  1,  paragraph  2, 
subsection  (9)  shall  establish,  mandate  or  otherwise  require  a minimum 
wage  that  exceeds  the  state  minimum  wage.] 


iGrCbl 


James  C.  Kirkpatrick 
State.  Ineormation  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  9,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 

Article  III  (2016-037) 

Dear  Auditor  Watson: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Winston  Apple  on  April  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  "the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County: 

Page  number: . 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to  exceed 
one  year  in  the  county  jail,  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she 
is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and — wum,  Vu.  ‘-“"■•v.  • ■— e- 1 -■  - 

following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  8“  day  of  November,  2016,  and  each  for  himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a registered  voter  oi  the 
state  of  Missouri  and County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which 


County  (or  city  of  St  Louis),  respectfully  order  that  the 


I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


r~> 


cn 
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i 

CO 
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pi 

o 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF . 

I, 


O 

729“ 


being  first  duly  sworn,  say  (print  of  type  names  of  signers) 


NAMI 

(SlU'UIUlie) 


Date 

SigncJ 


Kl  (ilSTI  KI  D VOTING  ADDRESS 
(Sireel.  No  l’(>  lloxesl  (Cm , limn  or  Village  l 


/ip 

Code 


Cong 

Dim 


NAMI: 

I Drml  or  Typed) 


1. 

iTT 

iT 


13. 


14. 


15. 


Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  h.s  or  hername, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and Lounty. 

FURTHERMORE  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 


I am  at  least  18  years  of  age.  I do . 
payer: 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.  D. . 


Signature  of  Notary 
Address  of  Notary:. 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  III,  Section  2 of  the  Constitution  is  repealed  and  one  new  section  enacted  in  lieu  thereof,  to  be 
known  as  Article  III,  Section  2,  to  read  as  follows: 

[Section  2.  Election  of  representatives— apportionment  commission,  appointment,  duties, 
compensation.— The  house  of  representatives  shall  consist  of  one  hundred  sixty-three  members  elected  at 
each  general  election  and  apportioned  in  the  following  manner:  Within  sixty  days  after  the  population  of 
this  state  is  reported  to  the  President  for  each  decennial  census  of  the  United  States  and,  in  the  event  that  a 
reapportionment  has  been  invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after 
notification  by  the  governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall  meet  and  the 
members  of  the  committee  shall  nominate,  by  a majority  vote  of  the  members  of  the  committee  present, 
provided  that  a majority  of  the  elected  members  is  present,  two  members  of  their  party,  residents  in  that 
district,  as  nominees  for  reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee 
from  any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the  governor  their 
list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a commission  consisting  of  one 
name  from  each  list  to  reapportion  the  state  into  one  hundred  and  sixty-three  representative  districts  and  to 
establish  the  numbers  and  boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor  shall  appoint  a 
member  of  his  own  choice  from  that  district  and  from  the  political  party  of  the  committee  failing  to  make 
the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the  general  assembly 
for  four  years  following  the  date  of  the  filing  by  the  commission  of  its  final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or  congressional  district  refers  to 
the  congressional  district  committee  or  the  congressional  district  from  which  a congressman  was  last 
elected,  or,  in  the  event  members  of  congress  from  this  state  have  been  elected  at  large,  the  term 
congressional  district  committee  refers  to  those  persons  who  last  served  as  the  congressional  district 
committee  for  those  districts  from  which  congressmen  were  last  elected,  and  the  term  congressional  district 
refers  to  those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this  section  by 
the  congressional  district  committee  shall  take  place  only  at  duly  called  meetings,  shall  be  recorded  in  their 
official  minutes  and  only  members  present  in  person  shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and  holidays,  after  all 
members  have  been  selected,  meet  in  the  capitol  building  and  proceed  to  organize  by  electing  from  their 
number  a chairman,  vice  chairman  and  secretary  and  shall  adopt  an  agenda  establishing  at  least  three 
hearing  dates  on  which  hearings  open  to  the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with 
the  clerk  of  the  house  of  representatives  within  twenty-four  hours  after  its  adoption.  Executive  meetings 
may  be  scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the  state  by  the  number 
one  hundred  sixty-three  and  shall  establish  each  district  so  that  the  population  of  that  district  shall,  as  nearly 
as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the 
secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed  districts  and  during  the 
ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be  necessary  to  hear  objections  or  testimony  of 
interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall  file  with  the 
secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the  districts  together  with  a map  of 
the  districts,  and  no  statement  shall  be  valid  unless  approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected  according  to  such 
districts  until  a reapportionment  is  made  as  herein  provided,  except  that  if  the  statement  is  not  filed  within 
six  months  of  the  time  fixed  for  the  appointment  of  the  commission,  it  shall  stand  discharged  and  the  house 
of  representatives  shall  be  apportioned  by  a commission  of  six  members  appointed  from  among  the  judges 
of  the  appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom  shall  sign 
and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within  ninety  days  of  the  date  of  the 
discharge  of  the  apportionment  commission.  Thereafter  members  of  the  house  of  representatives  shall  be 
elected  according  to  such  districts  until  a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for  each  day  the 
commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in  addition,  shall  be  reimbursed  for 
his  actual  and  necessary  expenses  incurred  while  serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum.] 


Section  2.  Election  of  representatives.  The  house  of  representatives  shall  consist  of  50  members,  elected 
hv  votes  cast,  in  each  general  election,  for  a political  party,  and  its  ordered  list  of  candidates,  or  votes  cast 
for  independent  candidates. 

Political  parties  are  free  to  determine  their  candidates,  and  the  order  in  which  they  will  be  awarded  seats  in 
the  house  of  representatives,  through  a primary  election,  caucuses,  a statewide  party  nominating 
convention,  or  a combination  of  caucuses  and  a statewide  party  nominating  convention. 

For  a political  nartv  having  had  a candidate  for  any  statewide  office  receiving  one  per  cent  or  more  ofthe 
legal  votes;  in  the  preceding  general  election,  a primary  election  will  bejhe  default  method  for  selecting 
candidates  Should  a political  party  determine  that  they  will,  select  candidates  for  the  house  from  said  party 
bv  cancses  statewide  nartv  convention,  or  a combination  of  caucuses  andastatewide  party  convention^ 
legally  designated  representative  of  the  party  will  notify  the  secretary  of  state,  in  writing,  of  the  method  to 
be  used,  no  later  than  the  first  day  of  April  of  an  election  year. 

If  a Dolitical  party  elects  to  use  a primary  election  as  the  means  of  determining  its  ordered  list  of  candidates 
for  i he  general  election,  all  qualified  candidates  \vhg  fi le_lor  it_said  party’s  nomination  will  appear  on  the 
nrimarv  ballot  for  that  nartv.  Registered  voters  will  be  allowed  to  vote  in  one,  and  only  one,  party  s 
nrimarv  election  and  for  one,  and  only  one  candidate  from  that  party.  Based  on  the  results  of  thejmn&ry 
election  candidates  for  each  political  party  will  be  placed  in  an  ordered  list,  with  the  candidate  receiving 
the  most  votes  listed  first  and  the  remaining  candidates  listed  in  descerLdm&order.bttsed  on  the  numbgrol 
votes  received  front  highest  to  lowest  total  votes.  A total  ol_upjgfifIyLcandi dates  for  each  party  wi  l_be 
eligible  for  seats  in  the  house  of  representatives  based  on  vote  totals  in  the  general  election.  Should  a party 
elect  to  nominate  candidates  for  the  general  election  by  means  ofeauenses  and/or  a statewide^pafly 
convention,  an  ordered  list  of  up  to  fifty  candidates  representing  each  political  party  shall  be  filed  with  the 
secretary  of  state’s  office  no  less  than  90  days  before  the  general  election  date  in  election  years. 

A nolitical  party  having  no  candidate  receiving,  nor  having  received  as  a political  party,  at  leastoneper 
cent  of  the  vote  in  the  preceding  general  election,  may_qualify  to  pjacg  for  a place  on  the  balloLOY 
presenting  petitions  with  signatures  representing  one-half  of  one  per  cent  of  the  legal  votes  cast  for 
candidates  and  political  parties,  running  for  seats  in  the  house  of  representatives  in  the  preceding  genera, 
election  Said  petitions  to  be  delivered  to  the  secretary  of  statgjngjaLejLthan  ninety  days^Qedmgjhg 
general  election  At  the  time  the  petitions  are  presented,  the  political  party  will  also  notify  the  secretaixof 
state  of  the  method  to  be  used  hv  said  party  in  nominating  a slate  of  candidates, 

Tn  Qualify  for  a place  on  the  ballot,  an  independent  candidate  must  present  petitions  with  signatures^ 
legal  voters  representing  a total  equal  to,  or  greater  than,  one-quarter  of  one  percent  of  the  total  number  of 
votes  cast  for  gubernatorial  candidates  in  the  preceding  general  election.  Said  petitions  must  be  delivered 
to  the  secretary  of  state  no  later  than  one-hundred^in(Ltwenty.day;s  before  the  general  election. . Tjtc 
signatures  on  petitions  submitted  bv  independent  candidates  shall  be.  subject  to  verification  according  tot_e 
procedures  in  force  in  the  code  of  state  regulations  for  independent  candidate  petitions  in  force  at  the  time 
the  petitions  are  submitted. 

m each  general  election,  voters  will  cast  one  vote  for  a political  party  or  for  a singlemdependent  candidate 
appearing  on  the  ballot,  or  a single  write-in  vote  for  a candidate  not  appearing  on  the  ballot,  having 
properly  registered  with  the  secretary  of  state  as  a write-in  candidate. 

Fach  nolitical  party  will  receive  one  seat  in  the  house  of  representatives  for  each  two  percent  of  the  vote 
^^Itniewide  for  that  partya^d.itsciLdjLred  hst  of  candidates  JnthejgM^ 
account  for  fractions  as  necessary  I . Candidates  from  each  political  party  will  be  awarded  seats  based. oq 
the  ordered  list  submitted  bv  each  political  party,  with  seats  awarded,  in  ojdeLjrom  most  votes  receiv ed  to 
least,  hv  candidates  in  the  primary  election , caucuses,  or  nominating  convention  of  that  political  party. 

For  purposes  of  apportioning  seats  in  the  house  of  representatives,  any  and  all  independent  candidates  wdl 
oLted  jointly  as a political  Party,  with  the  total  number  of  seats  awarded  to  mdependent  candidates 
based  on  the  total  number  of  votes  cast  for  all  independent  candidates  in  the  general  elecUon,  with  seats 
awarded  to  that  nnmher  of  independent  candidates  from  an  ordered  list  of  all  independent  candidates  jn 
descending  order  of  the  votes  cast  for  each  independent  candidate,  beginning  with  the  independent 
candidate  receiving  the  most  votes. 

Should  the  total  number  of  votes  for  independent  candidates  exceed  the  sum  of  2 percent  per  candidate ..aH 
of  the  independent  candidates  will  be  awarded  seats  and  the  percentage  required  for  the  remammg.seats 
will  he  recalculated  based  on  the  number  of  seats  remaining. 

In  the  event  that  a representative  resigns,  dies,  or  is  removed  from  office  for  any  reason  duringtbe 
legislative  sessions,  the  seat  shall  bgfijjgdbEjhgjrc^^ 
candidates  or  hv  the  independent  candidate  who  would  have  been  seated  next  based  on  the  total  number  a_ 
votes  cast  for  independent  candidates.  In  the  event  that  there  arejiocandidates  remaining  on  the  ordergd 
jT7t  fc,  a political  party  or  from  the  list  of  independent  candidates,  the  next  candidate  who  would  hate  bgen 
seated  according  to  the  system  of  apportionment  described  herein  shall. be_seated. 

This  amendment  shall  take  effect  January  1 2017  and_bgginning  with  the  selection  and  election. o_f 
representatives  in  the  general  election  to  be  held  November  of  2018, 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAE  NOTE  (16-037) 


Subject 

Initiative  petition  from  Winston  Apple  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  April  9,  2015) 


Date 


April  29,  2015 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  St.  Louis  County  Election  Board,  St.  Louis 
City  Election  Board,  Kansas  City  Election  Board,  Platte  County  Board  of  Elections, 
Jackson  County  Election  Board,  and  Clay  County  Election  Board. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  no 
impact  on  their  department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  have  no  direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  see  no  fiscal  impact  due 
to  this  legislation. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  on 
their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  if  passed,  this  initiative 
petition  would,  starting  2019,  the  first  regular  session  of  the  100th  general  assembly, 


reduce  the  size  of  the  House  from  163  to  50  (reduction  of  113  members).  Savings 
calculated  using  today's  values: 


Member  salary  savings:  1 13  x $35,915  = $4,058,395 
Member  $700  account  savings:  1 13  x $8,400  = $949,200 
Legislative  assistant  reduction  savings:  1 13  x $29,500  = $3,333,500 
Session  mileage  savings:  19  weeks  x average  270  miles  x 0.37  per  mile  x 113  = 

$214,485 

Session  per  diem  savings:  70  days  x $103.20  x 113  = $8 16,3 12 
Total  estimated  savings:  $9,371,892 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

The  proposal  amends  Article  III,  Section  2 of  the  Missouri  Constitution  by  reducing  the 
size  of  the  House  of  Representatives  from  163  to  50  and  changing  the  way 
Representatives  are  apportioned.  This  will  begin  with  the  November  2018  general 
election. 

This  proposal  will  have  no  impact  on  their  office. 

NOTE:  There  appears  to  be  a drafting  error  in  the  second  sentence  of  the  fifth  paragraph 
of  the  new  language.  It  states  “cent  of  the  vote  in  the  preceding  general  election,  may 
qualify  to  place  for  a place  on  the  ballot  by”.  The  underlined  words  appear  to  be 
incorrectly  included  in  the  sentence. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated: 

This  proposal  will  require  changes  be  made  regarding  elections  in  the  State  of  Missouri. 
These  changes  will  likely  include:  the  re-programing  of  voting  machines,  changes  to  the 
Missouri  Centralized  Voter  Registration  system,  and  postage  costs  for  absentee  ballots. 
Each  of  these  changes  is  likely  to  include  additional  costs  which  must  be  covered  by  both 
the  State  of  Missouri  and  local  election  authorities.  Under  this  proposal,  the  State  and 
local  election  authorities  are  also  likely  to  incur  additional  costs  associated  with  petition 
signature  verification.  Their  office  contacted  vendors  regarding  the  potential  costs  of 
these  changes.  Vendors  were  unable  to  provide  an  estimate  of  these  potential  costs.  There 
is  also  the  possibility  of  a special  statewide  primary  election.  If  necessary,  a special 
statewide  primary  election  would  have  an  estimated  cost  of  $7.1  million  (based  on  the 
cost  of  the  2012  Presidential  Preference  Primary). 


Their  office  is  required  to  pay  for  publishing  in  local  newspapers  the  full  text  of  each 
statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the  Missouri 
Constitution  and  Section  116.230-116.290,  RSMo.  Their  office  is  provided  with  core 
funding  to  handle  a certain  amount  of  normal  activity  resulting  from  each  year’s 
legislative  session.  Funding  for  this  item  is  adjusted  each  year  depending  upon  the 
election  cycle  with  $1.3  million  historically  appropriated  in  odd  numbered  fiscal  years 
and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet  these  requirements. 
Through  FY  (fiscal  year)  2013,  the  appropriation  had  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the  appropriation  so  that 
it  was  no  longer  an  estimated  appropriation  and  their  office  was  appropriated  $1.19 
million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced  funding,  their  office 
reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and 
November  elections,  there  were  9 statewide  Constitutional  Amendments  or  ballot 
propositions  that  cost  $1.1  million  to  publish  (an  average  of  $122,000  per  issue).  Despite 
the  FY  2015  reduction,  their  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal 
note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  if  this 
initiative  petition  becomes  law. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  would  not 
have  a significant  fiscal  impact  on  their  university. 

Officials  from  St.  Louis  City  Election  Board  indicated  there  does  not  appear  to  be  any 
substantial  cost  or  savings  for  their  board  regarding  the  proposed  constitutional 
amendment. 


Officials  from  Platte  County  Board  of  Elections  indicated  they  expect  no  increased  cost 
directly  related  to  the  approval  of  the  proposed  petition  to  their  board. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  State  Technical  College  of  Missouri,  Metropolitan  Community  College,  St. 
Louis  Community  College,  St.  Louis  County  Election  Board,  Kansas  City  Election 
Board,  Jackson  County  Election  Board,  and  Clay  County  Election  Board. 

Eiscal  Note  Summary 

Reduced  legislative  operating  costs  would  result  in  annual  estimated  savings  to  state 
government  of  at  least  $9.3  million.  An  unknown  change  in  election  related  costs  is 
expected  for  state  and  local  governments. 


Elections  Division 
(573)751-2301 

April  2,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


James  C.  Kirkpatrick 
Statk  Information  Center 
(573)751  4936 


Jason  Kander 

secretary  of  State 
State  of  Missouri 


RE:  Petition  approval  request  from  Gary  (Winston)  Apple  regarding  a proposed  constitutional 

amendment  to  Article  III  (2016-036) 

Dear  Auditor  Watson: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Gary  (Winston)  Apple  on  April  1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE.  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCHIVES  • STATE  LIBRARY  ■ WOLENER  LIBRARY 


County 

Pago  No. 

It  is  o class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  500.11’ I . RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a Fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  titan  his  or  her  own.'  nr  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander.  Secretary  of  Stale  lor  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  ihe  state  of  Missouri  and County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  lo  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  S’1'  day  of  November,  2016.  and  each  for 
himself  or  herself  says:  1 have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTV  OF 

I. . being  First  duly  sworn,  say  (print  or  type  names  of  signers) 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each 
has  staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OP,  FOUND  GUILTY 
OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  IS  years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  tire 

payer • 


Signature  of  Affiant 
(Person  obtaining  signature) 


Printed  Name  of  Affiant 

Address  of  Affiant 

Subscribed  and  sw'om  to  before  me  this  day  of 

. A.D. 

Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal) 

Mv  commission  expires 

LS  :£  l " HcW  SlflZ 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  III,  Section  2 of  the  Constitution  is  repealed  and  one  new  section  enacted  in  lieu 
thereof,  to  be  known  as  Article  III,  Section  2,  to  read  as  follows: 

[Section  2.  Election  of  representatives— apportionment  commission,  appointment, 
duties,  compensation.— The  house  of  representatives  shall  consist  of  one  hundred  sixty- 
three  members  elected  at  each  general  election  and  apportioned  in  the  following  manner: 
Within  sixty  days  after  the  population  of  this  state  is  reported  to  the  President  for  each 
decennial  census  of  the  United  States  and,  in  the  event  that  a reapportionment  has  been 
invalidated  by  a court  of  competent  jurisdiction,  within  sixty  days  after  notification  by  the 
governor  that  such  a ruling  has  been  made,  the  congressional  district  committee  of  each 
of  the  two  parties  casting  the  highest  vote  for  governor  at  the  last  preceding  election  shall 
meet  and  the  members  of  the  committee  shall  nominate,  by  a majority  vote  of  the 
members  of  the  committee  present,  provided  that  a majority  of  the  elected  members  is 
present,  two  members  of  their  party,  residents  in  that  district,  as  nominees  for 
reapportionment  commissioners.  Neither  party  shall  select  more  than  one  nominee  from 
any  one  state  legislative  district.  The  congressional  committees  shall  each  submit  to  the 
governor  their  list  of  elected  nominees.  Within  thirty  days  the  governor  shall  appoint  a 
commission  consisting  of  one  name  from  each  list  to  reapportion  the  state  into  one 
hundred  and  sixty-three  representative  districts  and  to  establish  the  numbers  and 
boundaries  of  said  districts. 

If  any  of  the  congressional  committees  fails  to  submit  a list  within  such  time  the  governor 
shall  appoint  a member  of  his  own  choice  from  that  district  and  from  the  political  party  of 
the  committee  failing  to  make  the  appointment. 

Members  of  the  commission  shall  be  disqualified  from  holding  office  as  members  of  the 
general  assembly  for  four  years  following  the  date  of  the  filing  by  the  commission  of  its 
final  statement  of  apportionment. 

For  the  purposes  of  this  article,  the  term  congressional  district  committee  or 
congressional  district  refers  to  the  congressional  district  committee  or  the  congressional 
district  from  which  a congressman  was  last  elected,  or,  in  the  event  members  of  congress 
from  this  state  have  been  elected  at  large,  the  term  congressional  district  committee  refers 
to  those  persons  who  last  served  as  the  congressional  district  committee  for  those  districts 
from  which  congressmen  were  last  elected,  and  the  term  congressional  district  refers  to 
those  districts  from  which  congressmen  were  last  elected.  Any  action  pursuant  to  this 
section  by  the  congressional  district  committee  shall  take  place  only  at  duly  called 
meetings,  shall  be  recorded  in  their  official  minutes  and  only  members  present  in  person 
shall  be  permitted  to  vote. 

The  commissioners  so  selected  shall  on  the  fifteenth  day,  excluding  Sundays  and 
holidays,  after  all  members  have  been  selected,  meet  in  the  capitol  building  and  proceed 
to  organize  by  electing  from  their  number  a chairman,  vice  chairman  and  secretary  and 
shall  adopt  an  agenda  establishing  at  least  three  hearing  dates  on  which  hearings  open  to 
the  public  shall  be  held.  A copy  of  the  agenda  shall  be  filed  with  the  clerk  of  the  house  of 
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representatives  within  twenty -four  hours  after  its  adoption.  Executive  meetings  may  be 
scheduled  and  held  as  often  as  the  commission  deems  advisable. 

The  commission  shall  reapportion  the  representatives  by  dividing  the  population  of  the 
state  by  the  number  one  hundred  sixty-three  and  shall  establish  each  district  so  that  the 
population  of  that  district  shall,  as  nearly  as  possible,  equal  that  figure. 

Each  district  shall  be  composed  of  contiguous  territory  as  compact  as  may  be. 

Not  later  than  five  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a tentative  plan  of  apportionment  and  map  of  the  proposed 
districts  and  during  the  ensuing  fifteen  days  shall  hold  such  public  hearings  as  may  be 
necessary  to  hear  objections  or  testimony  of  interested  persons. 

Not  later  than  six  months  after  the  appointment  of  the  commission,  the  commission  shall 
file  with  the  secretary  of  state  a final  statement  of  the  numbers  and  the  boundaries  of  the 
districts  together  with  a map  of  the  districts,  and  no  statement  shall  be  valid  unless 
approved  by  at  least  seven-tenths  of  the  members. 

After  the  statement  is  filed  members  of  the  house  of  representatives  shall  be  elected 
according  to  such  districts  until  a reapportionment  is  made  as  herein  provided,  except  that 
if  the  statement  is  not  filed  within  six  months  of  the  time  fixed  for  the  appointment  of  the 
commission,  it  shall  stand  discharged  and  the  house  of  representatives  shall  be 
apportioned  by  a commission  of  six  members  appointed  from  among  the  judges  of  the 
appellate  courts  of  the  state  of  Missouri  by  the  state  supreme  court,  a majority  of  whom 
shall  sign  and  file  its  apportionment  plan  and  map  with  the  secretary  of  state  within 
ninety  days  of  the  date  of  the  discharge  of  the  apportionment  commission.  Thereafter 
members  of  the  house  of  representatives  shall  be  elected  according  to  such  districts  until 
a reapportionment  is  made  as  herein  provided. 

Each  member  of  the  commission  shall  receive  as  compensation  fifteen  dollars  a day  for 
each  day  the  commission  is  in  session  but  not  more  than  one  thousand  dollars,  and,  in 
addition,  shall  be  reimbursed  for  his  actual  and  necessary  expenses  incurred  while 
serving  as  a member  of  the  commission. 

No  reapportionment  shall  be  subject  to  the  referendum.] 

Section  2.  Election  of  representatives.  The  house  of  representatives  shall  consist  of  50 
members,  elected  by  votes  cast,  in  each  general  election,  for  a political  party,  and  its 
ordered  list  of  candidates,  or  votes  cast  for  independent  candidates. 

Political  parties  are  free  to  determine  their  candidates,  and  the  order  in  which  they  will  be 
awarded  seats  in  the  house  of  representatives,  through  a primary  election,  caucuses,  a 
statewide  party  nominating  convention,  or  a combination  of  caucuses  and  a statewide 
party  nominating  convention. 

For  a political  party  having  had  a candidate  for  any  statewide  office  receiving  one  per 
cent  or  more  of  the  legal  votes  in  the  preceding  general  election,  a primary  election  will 
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be  the  default  method  for  selecting  candidates.  Should  a political  party  determine  that 
they  will  select  candidates  for  the  house  from  said  party  by  caucuses,  statewide  party 
convention,  or  a combination  of  caucuses  and  a statewide  party  convention,  a legally 
designated  representative  of  the  party  will  notify  the  secretary  of  state,  in  writing,  of  the 
method  to  be  used,  no  later  than  the  first  day  of  April  of  an  election  year. 

If  a political  party  elects  to  use  a primary  election  as  the  means  of  determining  its  ordered 
list  of  candidates  for  the  general  election,  all  qualified  candidates  who  file  for  a said 
party’s  nomination  will  appear  on  the  primary  ballot  for  that  party.  Registered  voters  will 
be  allowed  to  vote  in  one,  and  only  one,  party’s  primary  election,  and  for  one,  and  only 
one  candidate  from  that  party.  Based  on  the  results  of  the  primary  election,  candidates 
for  each  political  party  will  be  placed  in  an  ordered  list,  with  the  candidate  receiving  the 
most  votes  listed  first  and  the  remaining  candidates  listed  in  descending  order  based  on 
the  number  of  votes  received  from  highest  to  lowest  total  votes.  A total  of  up  to  fifty 
candidates  for  each  party  will  be  eligible  for  seats  in  the  house  of  representatives  based 
on  vote  totals  in  the  general  election. 

Should  a party  elect  to  nominate  candidates  for  the  general  election  by  means  of  caucuses 
and/or  a statewide  party  convention,  an  ordered  list  of  up  to  fifty  candidates  representing 
each  political  party  shall  be  filed  with  the  secretary  of  state’s  office  no  less  than  90  days 
before  the  general  election  date  in  election  years. 

A political  party  having  no  candidate  receiving,  nor  having  received  as  a political  party, 
at  least  one  per  cent  of  the  vote  in  the  preceding  general  election,  may  qualify  to  place  for 
a place  on  the  ballot  by  presenting  petitions  with  signatures  representing  one-half  of  one 
per  cent  of  the  legal  votes  cast  for  candidates  and  political  parties,  running  for  seats  in  the 
house  of  representatives  in  the  preceding  general  election.  Said  petitions  to  be  delivered 
to  the  secretary  of  state  no  later  than  ninety  days  preceding  the  general  election.  At  the 
time  the  petitions  are  presented,  the  political  party  will  also  notify  the  secretary  of  state  of 
the  method  to  be  used  by  said  party  in  nominating  a slate  of  candidates. 

To  qualify  for  a place  on  the  ballot,  an  independent  candidate  must  present  petitions  with 
signatures  of  legal  voters  representing  a total  equal  to,  or  greater  than,  one-quarter  of  one 
percent  of  the  total  number  of  votes  cast  for  gubernatorial  candidates  in  the  preceding 
general  election.  Said  petitions  must  be  delivered  to  the  secretary  of  state  no  later  than 
one-hundred  and  twenty  days  before  the  general  election.  The  signatures  on  petitions 
submitted  by  independent  candidates  shall  be  subject  to  verification  according  to  the 
procedures  in  force  in  the  code  of  state  regulations  for  independent  candidate  petitions  in 
force  at  the  time  the  petitions  are  submitted. 

In  each  general  election,  voters  will  cast  one  vote  for  a political  party  or  for  a single 
independent  candidate  appearing  on  the  ballot,  or  a single  write-in  vote  for  a candidate 
not  appearing  on  the  ballot,  having  properly  registered  with  the  secretary  of  state  as  a 
write-in  candidate. 


Each  political  party  will  receive  one  seat  in  the  house  of  representatives  for  each  two 
percent  of  the  vote  received  statewide  for  that  party  and  its  ordered  list  of  candidates  in 
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the  general  election  (rounded  to  account  for  fractions  as  necessary). 

Candidates  from  each  political  party  will  be  awarded  seats  based  on  the  ordered  list 
submitted  by  each  political  party,  with  seats  awarded,  in  order,  from  most  votes  received 
to  least,  bv  candidates  in  the  primary  election,  caucuses,  or  nominating  convention  of  that 
political  party. 

For  purposes  of  apportioning  seats  in  the  house  of  representatives,  any  and  all 
independent  candidates  will  be  treated  jointly  as  a political  party,  with  the  total  number  of 
seats  awarded  to  independent  candidates  based  on  the  total  number  of  votes  cast  for  all 
independent  candidates  in  the  general  election,  with  seats  awarded  to  that  number  of 
independent  candidates  from  an  ordered  list  of  all  independent  candidates,  in  descending 
order  of  the  votes  cast  for  each  independent  candidate,  beginning  with  the  independent 
candidate  receiving  the  most  votes. 

Should  the  total  number  of  votes  for  independent  candidates  exceed  the  sum  of  2 percent 
per  candidate,  all  of  the  independent  candidates  will  be  awarded  seats  and  the  percentage 
required  for  the  remaining  seats  will  be  recalculated  based  on  the  number  of  seats 
remaining. 

In  the  event  that  a representative  resigns,  dies,  or  is  removed  from  office  for  any  reason 
during  the  subsequent  legislative  sessions,  the  seat  shall  be  Filled  bv  the  next  nominee 
from  that  party’s  ordered  list  of  candidates  or  bv  the  independent  candidate  who  would 
have  been  seated  next  based  on  the  total  number  of  votes  cast  for  independent  candidates. 
In  the  event  that  there  are  no  candidates  remaining  on  the  ordered  list  for  a political  party 
or  from  the  list  of  independent  candidates,  the  next  candidate  who  would  have  been 
seated  according  to  the  system  of  apportionment  described  herein  shall  be  seated. 

This  amendment  shall  take  effect  January  1 2017  and  beginning  with  the  selection  and 
election  of  representatives  in  the  general  election  to  be  held  November  of  2018. 


Jamks  C.  Kirkpatrick 
Statk  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


Elections  Division 
(573)751  2301 


April  2,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Gary  (Winston)  Apple  regarding  a proposed  statutory  amendment 

to  Chapters  290  and  67  (2016-035) 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Gary  (Winston)  Apple  on  April  1,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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it  is  ii  class  A misdemeanor  punishable,  notwithstanding  lire  provisions  of  section  560.02!.  RSMo.  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a tine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  Iter  own.  or  knowingly  to  sign  his  or  her  name  more  than  ortee  for  lire  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  site  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander.  Secretary  of  Stale  for  the  slate  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  stale  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  lie  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  S'1'  day  of  November.  2016.  and  each  for 
himself  or  herself  says:  1 have  personally  signed  this  petition:  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  arc  correctly  written  aficr  my  name. 

[SPACE  RESERVED  TOR  OFFICIAL  BALLOT  TITLE] 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 

I. . being  (list  duly  swam,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Dale 

Signed 

REGISTERED  VOTING  ADDRESS 
(Sired.  No  PO  Boxes)  (City.  Town  or  Village) 

Zip 

Code 

Cong 

Di>l. 

NAME 

(Prinkd  or  Tvped) 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  1 believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and Counly. 


FURTHERMORE.  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  Al  l.  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THA  I'  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY 
OF,  OR  PI.FD  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


1 ant  at  least  IS  years  of  age.  I do do  not (cheek  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payers 


Signature  of  Afliant 
(Person  obtaining  signature) 


Printed  Name  of  Affiant  Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of . A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  enacted  by  the  people  of  the  State  of  Missouri,  as  follows: 

Sections  290.502,  RSMo  and  67.1571,  RSMo  are  amended  to  read  as  follows: 

290.502.  1.  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to 
290.530,  effective  January  1,  [2007]  2017,  the  minimum  wage  rate  that  every  employer 
shall  pay  to  each  employee  [wages  at  the  rate  of  $6.50]  shall  be  either  no  less  than  $1 1 .00 
per  hour,  or  wages  at  the  same  rate  or  rates  set  under  the  provisions  of  federal  law  as  the 
prevailing  federal  minimum  wage  applicable  to  those  covered  jobs  in  interstate 
commerce,  whichever  rate  per  hour  is  higher. 

2.  The  minimum  wage  rate  provided  for  in  subsection  1 of  this  section  shall, 
whether  or  not  such  wage  is  derived  from  the  statutory  minimum  or  the  adoption  of  the 
federal  minimum  as  required  in  subsection  1 of  this  section,  be  increased  or  decreased  on 
January  1,  2008,  and  on  January  1 of  successive  years,  by  the  increase  or  decrease  in  the 
cost  of  living.  On  September  30,  2007,  and  on  each  September  30  of  each  successive 
year,  the  director  shall  measure  the  increase  or  decrease  in  the  cost  of  living  by  the 
percentage  increase  or  decrease  as  of  the  preceding  July  over  the  level  as  of  July  of  the 
immediately  preceding  year  of  the  Consumer  Price  Index  for  Urban  Wage  Earners  and 
Clerical  Workers  (CPI-W)  or  successor  index  as  published  by  the  U.S.  Department  of 
Labor  or  its  successor  agency,  with  the  amount  of  the  minimum  wage  increase  or 
decrease  rounded  to  the  nearest  five  cents. 

67.1571.  [No]  A municipality  as  defined  in  section  1,  paragraph  2,  subsection  (9) 
[shall]  may  establish,  mandate  or  otherwise  require  a minimum  wage  that  exceeds  the 
state  minimum  wage. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 

March  23,2015 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECF 


MAR  2 3 2015 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Michael  Dean  regarding  a proposed  statutory  amendment  to 

Chapter  610  (2016-034). 

Dear  Auditor  Watson: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Michael  Dean  on  March  23,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
referendum  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of 

St.  Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the 
state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  unless  the 
general  assembly  shall  designate  another  date,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

(OFFICIAL  BALLOT  TITLE) 


STATE  OF  MISSOURI,  COUNTY  OF 


CIRCULATOR'S  AFFIDAVIT 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLEAD  GUILTY  TO  ANY  OFFENSE  INVOLVING 
FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
, A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary: 


Signature  of  Notary 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  610,  RsMO,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section  610.012,  to  read  as  follows: 

610.012.  (1)  We  the  People  of  the  state  of  Missouri,  with  the  legislative  power  retained  by  us  under  the  Missouri  Constitution 
(including  Article  III,  Sections  49  and  50),  hereby  call  for  an  Article  V Convention  by  enacting  into  law  this  Application,  in  accordance 
with  Article  V of  the  U.  S.  Constitution,  for  the  specific  and  exclusive  purpose  of  considering  a Constitutional  Amendment  consistent 
with  the  following  principles: 

(a)  Corporations  Are  Not  People.  Artificial  entities,  such  as  corporations,  unions  and  non-profit  corporations,  established  by  the  laws 
of  any  State,  the  United  States,  or  any  foreign  state,  shall  have  no  constitutional  rights  and  shall  be  subject  to  regulation  by  the 
People,  through  Federal,  State  or  Local  law.  Nothing  in  this  clause  shall  be  construed  to  limit  the  rights  of  the  People  as  specified  in 
the  U.S.  Constitution  and  its  Amendments. 

(b)  Money  is  Not  Speech.  Money  is  property  and  shall  not  be  construed  as  speech.  The  People,  to  ensure  a level  playing  field  for  all 
people  regardless  of  their  economic  status,  empower  and  direct  Federal,  State,  and  Local  governments  to  regulate,  limit  or  prohibit 
the  contribution  and  spending  of  money  for  political  purposes  and  to  require  full  and  prompt  public  disclosure  of  all  such 
transactions. 

(2)  This  measure  constitutes  a continuing  application  in  accordance  with  Article  V of  the  Constitution  of  the  United  States,  until  at 
least  two-thirds  of  the  legislatures  of  the  several  states  have  made  similar  applications  pursuant  to  Article  V. 


(3)  A copy  of  this  initiative  shall  be  transmitted  to  the  President  of  the  United  States:  to  each  member  of  the  Missouri  Congressional 
Delegation:  to  the  presiding  officers  of  the  U.S.  Senate  and  House  of  Representatives:  to  each  Governor  and  presiding  officer  of  each 
legislative  body  of  each  of  the  United  States. 


James  C.  Kirkpatrick 
State.  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


Elections  Division 
(573)751-2301 


March  5,  2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 

Article  VIII  (2016-033) 

Dear  Auditor  Watson: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Angela  Daniels  on  March  5,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  lus  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  tor 
the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  Sl  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 
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being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY 
ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED 
GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer 

Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. 


Signature  of  Notary 
Address  of  Notary:  . 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution 
be  amended: 

One  new  section  is  adopted  by  adding  one  new  section  to  be  known  as  Article 
VIII,  section  24  and  to  read  as  follows: 

1.  This  section  shall  be  known  as  the  "Missouri  Voter  Disenfranchisement 
Reform  Initiative . " 


2.  Notwithstanding  the  provisions  of  Article  VIII,  section  2 of  this 
Constitution,  or  any  other  provision  of  law,  no  citizen  of  the  United  States 
who  is  a resident  of  this  state,  who  is  eighteen  years  of  age  or  older,  and 
who  is  properly  registered  to  vote  at  least  thirty  days  before  the  election 
in  which  he  or  she  offers  to  vote,  shall  be  disqualified  from  voting  due  to 
conviction  for  felony,  or  imprisonment,  unless  he  or  she  has  been  duly 
convicted  of  treason  or  duly  convicted  of  a felony  related  to  the  right  of 
suffrage . 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-033) 


Subject 

Initiative  petition  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 
Article  VIII.  (Received  March  5,  2015) 


Date 


March  25,  2015 

Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  St.  Louis  County  Election  Board,  St.  Louis 
City  Election  Board,  Kansas  City  Election  Board,  Platte  County  Board  of  Elections, 
Jackson  County  Election  Board,  and  Clay  County  Election  Board. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  to  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
legislation  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
does  not  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  agency. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  initiative  petition. 

The  Missouri  State  Highway  Patrol  indicated  it  anticipates  no  fiscal  impact. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated: 

This  initiative  petition  would  allow  incarcerated  prisoners  and  offenders  on  probation  or 
parole  to  vote.  If  approved  by  voters,  this  petition  would  incur  costs  to  both  state  and 
local  governmental  entities. 

Mailing  envelopes  used  to  return  absentee  ballots  are  printed  with  business  reply  pennits, 
the  cost  of  which  is  reimbursed  by  the  Missouri  Secretary  of  State’s  Office  (pursuant  to 
Section  115.285,  RSMo).  Each  envelope  marked  with  a business  reply  permit  costs 
$1.80. 

The  Missouri  Department  of  Corrections’  prison  population  totals  31,908  (as  of  6/30/14). 
Assuming  these  incarcerated  individuals  are  otherwise  eligible  to  vote  in  the  state  of 
Missouri,  this  petition  would  cost  the  Missouri  Secretary  of  State’s  Office  between  $0 
and  $172,303.20  in  Fiscal  Year  2017  and  between  $0  and  $287,172  in  Fiscal  Year  2018. 

FY  2017  Election  Dates  (After  petition  election  date  on  11/8/16) 

February  2017 
March  2017 
April  2017 

FY  2018  Election  Dates 

August  2017 
November  2017 
February  2018 
March  2018 
April  2018 

Business  Reply  Permit  Printing 

31,908  Missouri  inmates  x $1.80  per  envelope  = $57,434.40 
$57,434.40  x 3 Missouri  election  dates  in  FY  2017  = $172,303.20 
$57,434.40  x 5 Missouri  election  dates  in  FY  2018  = $287,172 


Local  Election  Authorities  bear  the  cost  of  printing  ballots  for  each  election.  Based  on  the 
current  Missouri  Department  of  Corrections’  prison  population  of  31,908  and  64,841 
supervised  offenders  on  probation  or  parole,  assuming  these  individuals  are  otherwise 
eligible  to  vote  in  the  state  of  Missouri,  this  petition  would  potentially  require  Local 
Election  Authorities  to  print  an  additional  96,749  ballots  per  election. 

The  Secretary  of  State’s  office  is  required  to  pay  for  publishing  in  local  newspapers  the 
full  text  of  each  statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the 
Missouri  Constitution  and  Section  116.230-116.290,  RSMo.  The  Secretary  of  State’s 
office  is  provided  with  core  funding  to  handle  a certain  amount  of  normal  activity 
resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted  each  year 
depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in  odd 
numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet 
these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the  Secretary  of 
State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the  measures. 
Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope  of  the 
publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections,  there 
were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1  million 
to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  the  office  reserves  the  right  to 
request  funding  to  meet  the  cost  of  its  publishing  requirements  if  the  Governor  and  the 
General  Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an 
estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


Officials  from  Metropolitan  Community  College  indicated  this  would  not  have  a 
financial  impact  on  their  college. 


Officials  from  Platte  County  Board  of  Elections  indicated  the  changes  proposed  in  the 
petition  would  have  no  fiscal  impact  on  their  office. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of 
St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City 
of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District, 
State  Technical  College  of  Missouri,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Jackson  County  Election  Board,  and  Clay  County  Election 
Board. 

Fiscal  Note  Summary 

It  is  estimated  this  proposal  will  increase  state  government  costs  up  to  $285,000  annually 
or  $57,000  per  election,  and  have  an  unknown  increase  in  costs  for  local  governmental 
entities. 


Elections  Division 
(573) 751-2301 

March  4,2015 


The  Honorable  John  Watson 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


JAMES  c.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RE:  Petition  approval  request  from  Michael  Dean  regarding  a proposed  amendment  to  the  Revised 

Statutes  of  Missouri  (2016-032) 

Dear  Auditor  Watson: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Michael  Dean  on  March  4,  2015. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jeefersi  >n  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
referendum  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of 

St.  Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the 
state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  unless  the 
general  assembly  shall  designate  another  date,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  ^uis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  nametd 


(OFFICIAL  BALLOT  TITLE) 
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STATE  OF  MISSOURI,  COUNTY  OF 


CIRCULATOR'S  AFFIDAVIT 


rq 

_/  •/  —i 


being  first  duiy  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

<=o 

NAME 

(Printed  or  Typed) 

1. 

i. 

i, 

». 

r 

» 

». 

). 

.0. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLEAD  GUILTY  TO  ANY  OFFENSE  INVOLVING 
FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary: 


Signature  of  Notary 


Whereas: 


\ 


• Decisions  by  the  U.S.  Supreme  Court  have  equated  spending  money  in  elections  with  speech  and  granted  corporations  the 
constitutional  rights  of  the  People,  permitting  the  wealthy  to  buy  enormous  influence  in  our  government  through  uncontrolled 
political  spending.  This  undermines  the  aspirations  of  Missourians  to  a true  democracy  with  a level  playing  field. 

• Corporations,  including  for-profit  and  non-profit  organizations,  unions,  and  other  artificial  legal  entities,  are  created  under  state 
laws.  There  is  no  mention  of  these  entities  in  the  Constitution. 

• Money  is  property,  not  speech.  Its  unregulated  use  for  political  purposes  creates  unequal  access  to  political  power  and  influence. 
Money  contributed  or  spent  for  political  purposes  should  be  subject  to  regulation. 

Therefore: 

(1)  We  the  People  of  the  state  of  Missouri,  with  the  legislative  power  retained  by  us  under  the  Missouri  Constitution  (including 
Article  III,  Sections  49  through  53),  hereby  call  for  an  Article  V Convention  by  enacting  into  law  this  Application,  in  accordance  with 
Article  V of  the  U.  S.  Constitution,  for  the  specific  and  exclusive  purpose  of  considering  a Constitutional  Amendment  consistent  with 
the  following  principles: 

(a)  Corporations  Are  Not  People.  Artificial  entities,  such  as  corporations,  unions  and  non-profit  corporations,  established  by  the  laws 
of  any  State,  the  United  States,  or  any  foreign  state,  shall  have  no  constitutional  rights  and  shall  be  subject  to  regulation  by  the 
People,  through  Federal,  State  or  Local  law.  Nothing  in  this  clause  shall  be  construed  to  limit  the  rights  of  the  People  as  specified  in 
the  U.S.  Constitution  and  its  Amendments. 

(b)  Money  is  Not  Speech.  Money  is  property  and  shall  not  be  construed  as  speech.  The  People,  to  ensure  a level  playing  field  for  all 
people  regardless  of  their  economic  status,  empower  and  direct  Federal,  State,  and  Local  governments  to  regulate,  limit  or  prohibit 
the  contribution  and  spending  of  money  for  political  purposes  and  to  require  full  and  prompt  public  disclosure  of  all  such 
transactions. 

(2)  This  measure  constitutes  a continuing  application  in  accordance  with  Article  V of  the  Constitution  of  the  United  States,  until  at 
least  two-thirds  of  the  legislatures  of  the  several  states  have  made  similar  applications  pursuant  to  Article  V. 

(3)  A copy  of  this  initiative  shall  be  transmitted  to  the  President  of  the  United  States;  to  each  member  of  the  Missouri  Congressional 
Delegation;  to  the  presiding  officers  of  the  U.S.  Senate  and  House  of  Representatives;  to  each  Governor  and  presiding  officer  of  each 
legislative  body  of  each  of  the  United  States. 


(4)  This  Application  shall  be  codified  in  the  Missouri  Revised  Statutes. 


James  c.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kandkr 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


February  27,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  C ity,  MO  65101 


RE:  Petition  approval  request  from  Michael  Dean  regarding  a proposed  amendment  to  the  Revised 

Statutes  of  Missouri  (20 1 6-03 1 ) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Michael  Dean  on  February  26,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
referendum  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


. County  (or  city  of 


St.  Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the 
state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  unless  the 
general  assembly  shall  designate  another  date,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a 

registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 

RECEIVED 

(OFFICIAL  BALLOT  TITLE) 

FEB  2 6 2015 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 


MO.  SECRETARY  OF  STATE 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

5. 

7. 

B. 

3. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE  AND 
CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLEAD  GUILTY  TO  ANY  OFFENSE  INVOLVING 
FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  (Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary: 


Signature  of  Notary 


Whereas: 


• Decisions  by  the  U.S.  Supreme  Court  have  equated  spending  money  in  elections  with  speech  and  granted  corporations  the 
constitutional  rights  of  the  People,  permitting  the  wealthy  to  buy  enormous  influence  in  our  government  through  uncontrolled 
political  spending.  This  undermines  the  aspirations  of  Missourians  to  a true  democracy  with  a level  playing  field. 

• Corporations,  including  for-profit  and  non-profit  organizations,  unions,  and  other  artificial  legal  entities,  are  created  under  state 
laws.  There  is  no  mention  of  these  entities  in  the  Constitution. 

• Money  is  property,  not  speech.  Its  unregulated  use  for  political  purposes  creates  unequal  access  to  political  power  and  influence. 
Money  contributed  or  spent  for  political  purposes  should  be  subject  to  regulation. 

Therefore: 

(1)  We  the  People  of  the  state  of  Missouri,  with  the  legislative  power  retained  by  us  under  the  Missouri  Constitution  (including 
Article  III,  Sections  49  through  53),  hereby  call  for  an  Article  V Convention  by  enacting  into  law  this  Application,  in  accordance  with 
Article  V of  the  U.  S.  Constitution,  for  the  specific  and  exclusive  purpose  of  considering  a Constitutional  Amendment  consistent  with 
the  following  principles: 

(a)  Corporations  Are  Not  People.  Artificial  entities,  such  as  corporations,  unions  and  non-profit  corporations,  established  by  the  laws 
of  any  State,  the  United  States,  or  any  foreign  state,  shall  have  no  constitutional  rights  and  shall  be  subject  to  regulation  by  the 
People,  through  Federal,  State  or  Local  law.  Nothing  in  this  clause  shall  be  construed  to  limit  the  rights  of  the  People  as  specified  in 
the  U.S.  Constitution  and  its  Amendments. 

(b)  Money  is  Not  Speech.  Money  is  property  and  shall  not  be  construed  as  speech.  The  People,  to  ensure  a level  playing  field  for  all 
people  regardless  of  their  economic  status,  empower  and  direct  Federal,  State,  and  Local  governments  to  regulate,  limit  or  prohibit 
the  contribution  and  spending  of  money  for  political  purposes  and  to  require  full  and  prompt  public  disclosure  of  all  such 
transactions. 

(2)  This  measure  constitutes  a continuing  application  in  accordance  with  Article  V of  the  Constitution  of  the  United  States,  until  at 
least  two-thirds  of  the  legislatures  of  the  several  states  have  made  similar  applications  pursuant  to  Article  V. 

(3)  A copy  of  this  initiative  shall  be  transmitted  to  the  President  of  the  United  States;  to  each  member  of  the  Oregon  Congressional 
Delegation;  to  the  presiding  officers  of  the  U.S.  Senate  and  House  of  Representatives;  to  each  Governor  and  presiding  officer  of  each 
legislative  body  of  each  of  the  United  States. 


(4)  This  Application  shall  be  codified  in  the  Missouri  Revised  Statutes. 


Jamks  C.  Kirkpatrick 
Statu  Information  Ckntkr 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


Februaiy  13,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Aundrea  Riffle  regarding  a proposed  statutory  amendment  to 

Chapter  195  (2016-030) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Aundrea  Riffle  on  February  13,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty'  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


RECEIVED 

FEB  1 3 2015 

STATE  AUDITORS  C5T tOf 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  Statu  Information  Guntur 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo.  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order 

that  the  following  proposed  law  (or  amendment  to  the  constitution)  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November.  2016.  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition.  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis  ),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  arc  correctly  written  after  my  name. 

(Official  Ballot  title)  RECEIVED 

FEB  1 3 2015 

MO.  SECRETARYOFSTATE 

CIRCULATOR'S  AFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 

L . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street).  (City.  Town  or  Village) 

ZIP 

CODE 

CONGR 

D1ST. 

NAME 

( Printed  or  Typed) 

1. 

/ 

/20 

1. 

2. 

/ 

/ 20 

7 

5. 

/ 

/ 20 

y. 

4. 

/ 

/ 20 

4. 

5. 

/ 

/ 20 

5. 

6. 

/ 

/ 20 

6. 

7. 

/ 

/ 20 

• 

7. 

8. 

/ 

/ 20 

8. 

9 

/ 

/ 20 

9 

10. 

/ 

/ 20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County  (or  city  of  St.  Louis). 

FUTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF.  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one ) expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant  Printed  Name  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this day  of ,A.D.  20. 


Address  of  Affiant 
My  Commission  Expires: 


Signature  of  Notary 


Printed  Name  of  Notary 


Address  of  Notary 


Nmar'  1'iiblic  ) mw’i 


Initiative  Petition 

Sections  195.291  and  195.295  of  the  Revised  Missouri  Statutes  are  amended  and  one  new  section  enacted  in  place  thereof  to 
be  known  as 

Sections  195.291,  195.295  and  195.297  to  read  as  follows: 

Explanation:  The  existing  sections  195.291  and  195.295  is  set  forth  hereinafter  with  the  new  matter  underlined,  and  deleted 
matter  in  brackets:  [thus] 

“Be  it  enacted  by  the  people  of  the  state  of  Missouri:” 

Section  195.291 

1.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  section  195.21 1.  when  punishable  as  a 
class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the 
defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  section  1 95.21 1.  when  punishable  as  a 
class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  which  term  shall  be 
served  [without  probation  or  parole]  in  accordance  with  the  provisions  of  section  195.297  if  the  court  finds  the 
defendant  is  a persistent  drug  offender. 

Section  195.295 

1 . Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  subdivision  ( 1)  of  subsection  I of  section 

195.223,  subdivision  ( I ) of  subsection  2 of  section  195.223,  subdivision  ( I ) of  subsection  3 of  section  195.223, 
subdivision  ( I ) of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of  section  195.223.  subdivision 
(1)  of  subsection  6 195.223,  or  subdivision  (1)  of  subsection  7 of  section  195  .223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  ( 1 ) of  subsection  1 of 
section  1 95.223,  subdivision  (1)  of  subsection  2 of  section  1 95.223,  subdivision  ( 1 ) of  subsection  3 of  section 

195.223.  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  ( 1)  of  subsection  5 of  section  195.223, 
subdivision  ( I ) of  subsection  6 of  section  195.223,  or  subdivision  ( 1)  of  subsection  7 of  section  195.223.  or 
subdivision  ( 1 ) ot  subsection  9 of  section  1 95.223  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a 
class  A felony,  which  term  shall  be  [without  probation  or  parole]  served  in  accordance  with  the  provisions  of  section 
195,297  if  the  court  finds  the  defendant  is  a persistent  drug  offender. 

3.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (2)  of  subsection  1 of 
section  195.223,  subdivision  (2)  of  subsection  (2)  of  section  195.223,  subdivision  (2)  of  subsection  3 of  section 

195.223.  subdivision  (2)  ot  subsection  4 of  section  195.223,  subdivision  (2)  of  subsection  5 of  section  195.223. 
subdivision  (2)  ol  subsection  6 of  section  195.223,  or  subdivision  (2)  of  subsection  7 of  section  195.223,  or 
subsection  8 of  section  195.223,  or  subdivision  (2)  of  subsection  9 of  section  195.223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony,  which  term  shall  be  served  in  accordance  with  the  provisions 
ol  section  195.297  [without  probation  or  parole]  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

Section  195,297 

_L  Section  195.297  shall  be  known  and  mav  be  cited  as  the  "Smarter  Non-Violent.  Prior  and  Persistent  Drug  Offenders 
Act.” 

h The  provisions  of  subsections  1 to  3 of  this  section  shall  be  applicable  to  a nonviolent  offender  serving  without 

probation  or  parole  sentences  tor  drug  felonies.  For  the  purposes  of  this  section,  "previous  conviction(s)”  means  any 
prior  pleading  to  or  being  found  guilty  of  a drug  related  felony.  Other  provisions  of  the  law  to  the  contrary 
notwithstanding,  any  offender  who  has  pleaded  guilty  to  or  has  been  found  guilty  of  a Class  A felony  under  195.291 
(subsection  2)  or  195.295  (subsection  2 and  3)  and  is  committed  to  the  department  of  corrections  shall  be  reouired  to 
serve  the  following  minimum  prison  terms: 

LU  If  the  otfender  has  one  previous  conviction  for  a non-violent  drug  felony  unrelated  to  the  present  offense, 
the  minimum  prison  term  which  the  offender  must  serve  shall  be  forty  percent  of  his  or  her  sentence  or 
until  the  offender  attains  seventy  years  of  age  and  has  served  at  least  thirty  percent  of  the  sentence  imposed. 
whichever  occurs  first. 

ill  If  the  offender  has  two  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense, 
the  minimum  prison  term  which  the  oflcnder  must  serve  shall  be  fifty  percent  of  his  or  her  sentence  or  until 
the  ol  lender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the  sentence  imposed, 
whichever  occurs  first. 

ill  II  the  ottender  has  three  or  more  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present 
offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  seventy  percent  of  his  or  her 
sentence  or  until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the 
sentence  imposed,  whichever  occurs  first. 

ill  This  new  enactment  shall  not  apply  to  any  offender  that  has  pleaded  guilty  to  or  has  been  convicted  of  a 
dangerous  felony,  in  any  relation  to  the  relevant  drug  conviction. 


0^320 

T For  purposes  ol  this  section,  the  term  "minimum  prison  term"  shall  mean  time  required  to  be  served  hv  the  offender 
before  he  or  she  is  eligible  for  parole.  conditional  release  or  other  early  release  by  the  department  of  corrections. 
fL  Courts  shall  retain  discretion  to  lower  an  offender's  sentence,  if  they  have  been  sentenced  to  a without  probation  or 
parole  sentence,  and  order  restorative  justice  methods,  when  applicable. 

( 1 ) As  alternative  sentences,  the  Court  mav  impose,  prison  work  programs,  work  release,  home-based  incarceration. 
treatment  programs  outside  of  prison,  probation  and  parole  options,  and  anv  other  programs. 

(2)  The  office  of  the  state  courts  administrator,  the  department  of  public  safety,  and  the  department  of  corrections 
shall  cooperate  with  the  circuit  courts  of  this  state  by  providing  information  or  access  to  information  needed  by 
the  Court  pertaining  to  an  offender. 

5.  If  the  imposition  or  execution  of  a sentence  is  suspended,  the  court  mav  order  any  or  all  of  the  following  restorative 
justice  methods,  or  anv  other  method  that  the  court  finds  just  or  appropriate: 

( 1 ) Restitution  to  anv  victim  or  a statutorily  created  fund  for  costs  incurred  as  a result  of  the  offender’s  actions. 

(2)  Offender  treatment  programs. 

(3)  Mandatory  community  service. 

(4)  Work  release  programs  in  local  facilities. 

(5)  Community-based  residential  and  nonresidential  programs. 

(6)  Payment  to  the  "Saving  Families  and  Students  Fund."  ranging  from  $100.00  up  to  $500.00 

6.  The  provisions  of  this  section  shall  apply  only  to  offenses  occurring  on  or  after  August  3,  1993. 

L Pursuant  to  subdivision  ( 1 ) of  subsection  5 of  this  section,  the  court  mav  order  the  assessment  and  payment  of  a 
designated  amount  of  restitution  to  a county  law  enforcement  restitution  fund  established  by  the  county  commission 
pursuant  to  section  50.565.  Such  contribution  shall  not  exceed  ten  thousand  dollars.  Anv  restitution  moneys 
deposited  into  the  county  law  enforcement  restitution  fund  pursuant  to  this  section  shall  only  be  expended  pursuant 
to  the  provisions  of  section  50.565. 

8.  A judge  mav  order  payment  to  a restitution  fund  only  if  such  fund  had  been  created  by  ordinance  or  resolution  of  a county 
of  the  State  of  Missouri  prior  to  sentencing.  A judge  shall  not  have  anv  direct  supervisory  authority  or  administrative 
control  over  any  fund  to  which  the  judge  is  ordering  a defendant  to  make  payment. 

9.  A defendant  who  fails  to  make  a payment  to  a county  law  enforcement  restitution  fund  mav  not  have  his  or  her  parole  or 
probation  revoked  solely  for  failing  to  make  such  payment  unless  the  judge,  after  evidentiary  hearing,  makes  a finding 
suppoited  by  a preponderance  of  the  evidence  that  the  defendant  either  willfully  refused  to  make  the  payment  or  that  the 
defendant  willfully,  intentionally,  and  purposefully  failed  to  make  sufficient  bona  fide  efforts  to  acquire  the  resources  to 
pay. 

10-  Nothing  in  this  section  shall  be  construed  to  prevent  circuit  courts  of  the  state  from  entertaining  cases  that  are  no  longer 
pending  and  have  become  final. 

1 1 ■ All  stale  laws  and  sentencing  practices,  which  are  inconsistent  with  the  subsection  (2)  of  section  195.297  shall  no  longer 
be  in  force  and  effect  insofar  as  they  are  inconsistent  with  this  section.  As  the  sole  purpose  of  the  enactment,  is  to.  "annul 
and  repeal  without  probation  or  parole  for  non-violent  drug  offenders  sentenced  under  Section  195.291  or  195.295."  To 
include  and  replace  any  prior  provisions,  language  and  terminology  of  sections  195.291  and  193.295,  and  become 
consistent  with  repealing  without  probation  or  parole. 

12.  This  measure  mandates,  that  anv  offender  currently  serving  a no  parolable  sentence  for  drugs  sentenced  under 

1 95.291  Subsection  (2)  or  1 95.295  Subsections  (2  or  3),  to  immediately  be  considered  hv  the  Missouri  Board  of  Probation 
and  Parole:  for  parole  consideration,  in  compliance  with  this  measure. 

13.  Under  this  measure,  a "Life  sentence"  shall  be  calculated  as  30  years. 

FT  This  measure  requires  that  the  annual  savings  to  the  state  created  thereby,  of  this  measure,  as  estimated  bv  the  Governor's 
administration,  be  annually  transferred  from  the  General  Fund  into  a new  stale  fund:  the  Saving  Families  and  Students 
Fund.  Under  this  measure,  monies  in  the  fund  would  be  divided  as  follows: 

lii  25  percent  to  grants  aimed  at  reducing  taiancv  and  drop-outs  among  K-12  students  in  Missouri  Public  Schools. 
(State  Department  of  Education) 

(2)  10  percent  for  victims  services  grants.  (Missouri  Restorative  Justice) 

(3)  50  percent  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed  to  help  keep  individuals 
out  ol  prison  and  tail.  (Missouri  Department  of  Mental  Health.  Missouri  Department  of  Corrections/Probation 
and  Parole) 

Li)  15  percent  to  create  and  maintain  employment  training  for  convicted  felons,  aimed  at  lowering  recidivism. 

( Missouri  Department  of  Corrections.  Missouri  Office  of  Probation  and  Parole) 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-030) 


Subject 

Initiative  petition  from  Aundrea  Riffle  regarding  a proposed  amendment  to  Chapter  195 
of  the  Revised  Statutes  of  Missouri.  (Received  February  13,  2015) 


Date 


March  6,  2015 

Description 

This  proposal  would  amend  Chapter  195  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Office  of  Prosecution 
Services. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  to  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
Section  195.297.14  RSMo  appears  to  require  the  annual  savings,  created  by  the  sections' 
provisions,  to  be  transferred  into  the  Saving  Families  and  Students  Fund.  Twenty-five 
percent  of  the  funds  would  go  toward  grants  aimed  at  reducing  truancy  and  drop-outs 
among  K-12  students.  Their  department  has  no  means  to  calculate  the  extent  of  this 
savings.  Any  funds  would  be  additional  monies  to  the  local  school  districts. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  it 
would  have  no  direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  agency. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated: 

This  proposal  includes  language  that  would  require  the  Governor’s  office  to  calculate  the 
savings  created  by  these  alternative  sentences.  It  would  require  that  the  savings  be 
transferred  to  the  Saving  Families  and  Students  Fund.  Half  of  these  funds  would  be 
shared  by  the  Department  of  Mental  Health  and  Department  of  Corrections,  Probation 
and  Parole  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed 
to  help  keep  individuals  out  of  prison  and  jail. 

This  proposal  creates  no  direct  obligations  or  requirements  to  their  department  that  would 
result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  this  petition  amends  only  the 
old  code  and  not  the  revised  code  for  2017.  The  2017  code  will  repeal  the  no  probation 


and  parole  conditions  for  the  type  off  offenses  listed  in  this  proposal.  Therefore,  there  is 
no  impact  to  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
an  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  legislation. 

The  Missouri  State  Highway  Patrol  indicated  it  anticipates  no  fiscal  impact. 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  petition  creates  the  “Smarter  Non-Violent,  Prior  and  Persistent  Drug  Offenders  Act” 
which  is  applicable  to  nonviolent  offenders  serving  without  probation  or  parole  sentences 
for  drug  felonies,  for  offenses  occurring  on  or  after  August  3,  1993.  Minimum  prison 
terms  are  reduced  based  on  the  number  of  previous  convictions  for  non-violent  drug 
felonies  unrelated  to  the  present  offense. 

The  courts  retain  discretion  to  lower  sentences  and  order  restorative  justice  methods,  such 
as  prison  work  programs,  work  release,  home-based  incarceration,  treatment  programs 
outside  of  prison,  probation  and  parole  options,  and  any  other  programs  when  applicable. 
The  court  may  also  order  other  restorative  justice  methods  such  as: 

• Restitution  to  any  victim  or  statutorily  created  fund  for  costs  incurred  as  a result 
of  the  offender’s  actions, 

• Offender  treatment  programs, 

• Mandatory  community  service, 

• Work  release  programs  in  local  facilities  and; 

• Payment  to  the  “Saving  Families  and  Students  Fund”  ranging  from  $100-$500. 

In  certain  cases,  the  court  may  order  a designated  amount  of  restitution  to  a county  law 
enforcement  restitution  fund,  not  to  exceed  $10,000. 


The  Governor’s  administration  must  calculate  the  annual  savings  to  the  state  by  this 
measure  and  annually  transfer  General  Revenue  in  that  amount  to  the  newly  created 
“Saving  Families  and  Students  Fund”.  This  fund  is  to  be  used: 

• 25%  for  grants  aimed  at  reducing  truancy  and  dropouts  among  K-12  students  in 
MO  public  schools  (Missouri  Department  of  Education) 

• 10%  for  victims  services  grants  (Missouri  Restorative  Justice) 

• 50%  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed 
to  help  keep  individuals  out  of  prison  and  jail.  (Department  of  Mental  Health  and 
Department  of  Corrections) 

• 15%  to  create  and  maintain  employment  training  for  convicted  felons,  aimed  at 
lowering  recidivism.  (Department  of  Corrections) 

The  Office  of  Administration  would  have  the  responsibility  for  calculating  the  annual 
savings  to  the  state  and  ensure  the  General  Revenue  transfer  occurs,  if  applicable.  The 
Office  of  Administration  does  not  have  this  expertise  and  would  expect  to  contract  for 
those  services  at  an  estimated  cost  of  $200,000. 

Total  State  Revenue  (TSR)  could  be  impacted  to  the  extent  the  monies  are  deposited  in 
the  “Saving  Families  and  Students  Fund”.  There  could  also  be  a positive  impact  to  TSR  if 
any  restitution  is  ordered  to  be  paid  to  a state  fund. 

An  argument  can  be  made  that  this  petition  would  have  no  fiscal  impact  because  of 
technical  drafting  issues.  Two  of  the  sections  referred  to  in  Section  195.297  RSMo  will 
not  exist  after  January  1,  2017  when  the  criminal  code  revisions  are  implemented.  In 
addition,  Section  195.297.11  RSMo  states  that  sections  of  law  which  are  inconsistent 
with  Section  195.297  RSMo  shall  no  longer  be  in  force.  Sections  of  law  cannot  be 
repealed  by  reference;  each  section  must  be  listed  separately. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  the  proposed 
initiative  petition  would  create  the  “Smarter  Non-Violent,  Prior  and  Persistent  Drug 
Offenders  Act”. 

It  is  unclear  if  this  act  designated  to  the  Missouri  Department  of  Mental  Health  for  drug 
abuse  treatment  will  be  “in  replacement  of’  or  “in  addition  to”  existing  funding  for  drug 
abuse  treatment  services.  There  may  be  some  impact  but  we  are  unable  to  estimate  if 
there  would  be  a fiscal  impact  to  the  treatment  court  programs. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  for  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 
amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 


item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  our  office  reserves  the  right  to 
request  funding  to  meet  the  cost  of  its  publishing  requirements  if  the  Governor  and  the 
General  Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an 
estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office.  The  number  of  public  defender  cases 
would  remain  constant,  although  sentences  for  specific  crimes  would  change. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  this  initiative  has  no  apparent  impact  on 
expenditures  at  the  city  level.  There  could  be  grant  funds  available  to  the  City’s  Health 
Department  through  the  provisions  of  Section  195.297.14(3)  RSMo.  But  any  specific 
amount  would  be  speculative. 

Officials  from  the  Metropolitan  Community  College  indicated  this  would  not  have  a 
fiscal  impact  on  their  college. 

Officials  from  the  Missouri  Office  of  Prosecution  Services  indicated  no  measurable 
fiscal  impact  to  their  office.  However,  the  proposal  creates  new  potential  litigation,  which 
will  create  new  duties  for  prosecuting  attorneys.  The  creation  of  new  duties  would  create 
additional  responsibilities  for  prosecuting  attorneys  which  may  in  turn  result  in  additional 
unfunded  costs  which  are  difficult  to  detennine. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Missouri  House  of 
Representatives,  the  Department  of  Transportation,  the  State  Treasurer's  office, 
Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 


County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of 
Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Any  potential  costs  or  savings  to  state  and  local  government  entities  is  unknown. 


jamks  C.  Kirkpatrick 
State  Information  Crntkr 
(573)751-4936 


Jason  Kander 

Secretary  of  state 
state  of  Missouri 


Elections  Division 
(573)751-2301 


February  9,  2015 


The  Honorable  Tom  Schvveich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 

Article  IX,  version  4 (2016-029) 

Dear  Auditor  Schvveich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Stacy  Shore  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  116.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


PECfciVED 

o 9 toft 


STATE  AUOROflS 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  ofNovember,  2016,  and  each  for  himself  or  herself 

says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(Official  Ballot  title.) 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DBT. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8 

8. 

9. 

9 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 


1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect 

to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


Subscribed  and  sworn  to  before  me  this day  of A.D. 

Signature  of  Notary: 


Signature  of  Affiant: 

(Person  obtaining  signatures) 


Printed  Name  of  Affiant: 


Address  of  Notary 


Notary  Public  (Seal) 

My  commission  expires 

Address  of  Affiant 


Article  IX  - Education 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Section  2 of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  modifying  sections  2(b)  and  adding  section  2(c).  The  existing 
sections  2(b)  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  [thus). 


Article  IX,  Section  2(b).  L The  state  board  of  education  shall  select  and  appoint  a commissioner  of 
education  as  its  chief  administrative  officer,  who  shall  be  a citizen  and  resident  of  the  state,  and  removable  at  its 
discretion.  The  board  shall  prescribe  his  duties  and  fix  his  compensation,  and  upon  his  recommendation  shall 
appoint  the  professional  staff  and  fix  their  compensation.  [The  board  shall  succeed  the  state  board  of  education 
heretofore  established,  with  all  its  powers  and  duties,  and  shall  have  such  other  powers  and  duties  as  may  be 
prescribed  by  law.] 

2.  The  state  board  of  education  and  the  commissioner  of  education  shall  only  have  the  authority  (1)  tQ 
research  and  offer  opinions  on  the  most  efficient  and  effective  wavs  to  educate  students,  (2)  to  assess  and. 
publicly  report  on  the  quality  and  performance  of  the  public  schools  in  this  state,  and  (3)  to  offer. 
recommendations  and  training  designed  to  help  the  public  schools  in  this  state  improve  their  performance^ 
Neither  the  hoard  nor  the  commissioner  mav  compel  any  school  or  school  district  to  take  any  action,  administer 
anv  test,  or  implement  anv  policy.  The  General  Assembly  may  limit  the  funding  available  to  the  board  and. 
commissioner  for  the  performance  of  the  duties  enumerated  herein,  but  the  General  Assembly  may  neither  direct 
the  manner  in  which  the  hoard  and  commissioner  fulfill  their  duties  under  this  article,  nor  expand  the  scopeof 
those  duties  bevond  what  is  established  in  this  subsection. 

Section  2(c).  1.  F.ach  nublic  school  district  in  this  state  shall  be  independent  from  state  control  and  shall, 
he  governed  hv  school  board  members  elected  by  and  accountable  to  voters  residing  in  each  public  schfloL 
district:  provided,  the  General  Assembly  shall  be  authorized  to  pass  general  laws  establishing  procedures 
through  which  citizens  mav  establish  a school  district  and  elect  the  board  to  govern  that  district, 

2.  F.ach  public  school  district  shall  be  exclusively  responsible  for  (1)  deciding  the  qualifications  required 
of  the  public,  school  teachers  and  administrators  in  that  district:  (2)  setting  the  curriculum  to  be  taught  at  the. 
public  schools  in  that  district  and  the  level  of  mastery  students  must  demonstrate  to  advance  from  one  gradejo. 
the  next  and  to  receive  a diploma  from  its  public  schools:  and  (3)  selecting,  purchasing,  developing,  and 
disposing  of  property,  hooks,  buildings,  and  materials  for  use  by  the  public  schools  and  students  of  that  district... 

2.  Nothing  in  this  provision  shall  relieve  the  General  Assembly  of  its  obligation  to  provide  funding  foil 
all  nuhlic  schools  in  this  state  in  accordance  with  section  1(a)  of  this  article;  neither  the  .General  Assembly  nor 
anv  other  government  entity  shall  in  anv  wav  penalize  or  withhold  funds  from  a public  school  district  based  on. 
the  public  school  district's  exercise  of  the  authority  established  in  subsection  2 of  this  section. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 

Article  IX,  version  3 (2016-028) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Stacy  Shore  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


st^^OBSO^C 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 


(Official  Ballot  title.) 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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I being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONCR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 


1 am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect 

to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


Subscribed  and  sworn  to  before  me  this day  of A.D. 

Signature  of  Notary: 


Signature  of  Affiant: 

(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Notary 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


Section  2 of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  modifying  sections  2(b)  and  adding  section  2(c).  The  existing 
sections  2(b)  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  [thus]. 

Article  IX  - Education 

Article  IX,  Section  2(b).  L The  state  board  of  education  shall  select  and  appoint  a commissioner  of 
education  as  its  chief  administrative  officer,  who  shall  be  a citizen  and  resident  of  the  state,  and  removable  at  its 
discretion.  The  board  shall  prescribe  his  duties  and  fix  his  compensation,  and  upon  his  recommendation  shall 
appoint  the  professional  staff  and  fix  their  compensation.  [The  board  shall  succeed  the  state  board  of  education 
heretofore  established,  with  all  its  powers  and  duties,  and  shall  have  such  other  powers  and  duties  as  may  be 
prescribed  by  law.] 

2.  The  state  board  of  education  and  the  commissioner  of  education  shall  only  have  the  authority  (U  to 
research  and  offer  opinions  on  the  most  efficient  and  effective  wavs  to  educate  students,  (2)  to  assess_and_ 
publicly  report  on  the  quality  and  performance  of  the  public  schools  in  this  state,  and  (3)  to  offer 
recommendations  and  training  designed  to  help  the  public  schools  in  this  state,  improve  their  performance^. 
Neither  the  hoard  nor  the  commissioner  may  compel  any  school  or  school  district  to  take  amiaction,  administer 
anv  test,  or  implement  anv  policy.  The  General  Assembly  may  limit  the  funding  available  to  the  board  and 
commissioner  for  the  performance  of  the  duties  enumerated  herein,  but  the  General  Assembly  may  neither  direct 
the  manner  in  which  the  board  and  commissioner  fulfill  their  duties  under  this  article,  nor  expand  the  scopeof 
those  duties  beyond  what  is  established  in  this  subsection. 

Section  2(c).  1 . Each  public  school  district  in  this  state  shall  be  independent  from  state  control  and  shall 
be  governed  hv  school  board  members  elected  by  and  accountable  to  voters  residing  in  each  public  schooL 
district;  provided,  the  General  Assembly  shall  be  authorized  t_o  pass  general  laws  establishing  procedures 
through  which  citizens  may  establish  a school  district  and  elect  the  board  to  govern  that  district. 

2.  Each  public  school  district  shall  be  exclusively  responsible  for  (1)  deciding  the  qualifications  required 
of  the  public  school  teachers  and  administrators  in  that  district;  (2)  setting  the  curriculum  to  be  taught  at_the_ 
public  schools  in  that  district  and  the  level  of  mastery  students  must  demonstrate  to  advance  frpm  one  grade  to,, 
the  next  and  to  receive  a diploma  from  its  public  schools;  and  (3)  selecting,  purchasing,  developing,  and 
disposing  of  nronertv.  hooks,  buildings,  and  materials  for  use  by  the  public  schools  and  students  of  that  district. 

T Nothing  in  this  provision  shall  relieve  the  General  Assembly  of  its  obligation  to  provide  fundi.njL_for_ 
all  public  schools  in  this  state  in  accordance  with  section  1(a)  of  this  article;  neither  the  General  Assembly  nor 
anv  other  government  entity  shall  in  anv  wav  penalize  or  withhold  funds  from  a public  schooLdistrict  based  on 
the  public  school  district's  exercise  of  the  authority  established  in  subsection  2 of  this  section. 
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James  C.  Kirkpatrick 
Stath  Information  Center 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 

Article  IX,  version  2 (2016-027) 


Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Stacy  Shore  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


RECEIVED 

FES  1/  9 2015 

state  AUDitohs  OFFICE 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


Jamks  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65 101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  lor  a term  ot 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 

name. 


(Official  Ballot  title.) 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ^LL  ST^EMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OrTENSE 

INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (cheek  one)  expect  Subscribed  and  sworn  to  before  me  this  day  of 

to  be  paid  for  circulating  this  petition.  Signature  of  Notary: 


If  paid,  list  the  payer: 


Signature  of  Affiant: 

(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Notary 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


l&rQSn 


Section  2 of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  modifying  sections  2(b)  and  adding  section  2(c).  The  existing 
sections  2(b)  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  [thus]. 


Article  IX,  Section  2(b).  L The  state  board  of  education  shall  select  and  appoint  a commissioner  of 
education  as  its  chief  administrative  officer,  who  shall  be  a citizen  and  resident  of  the  state,  and  removable  at  its 
discretion.  The  board  shall  prescribe  his  duties  and  fix  his  compensation,  and  upon  his  recommendation  shall 
appoint  the  professional  staff  and  fix  their  compensation.  [The  board  shall  succeed  the  state  board  of  education 
heretofore  established,  with  all  its  powers  and  duties,  and  shall  have  such  other  powers  and  duties  as  may  be 
prescribed  by  law.] 

2.  The  state  board  of  education  and  the  commissioner  of  education  shall  only  have  the  authority  (1)  to 
research  and  offer  opinions  on  the  most  efficient  and  effective  wavs  to  educate  students.  (2)  to  assess  and 
publicly  report  on  the  quality  and  performance  of  the  public  schools  in  this  state,  and  (3)  to  offer 
recommendations  and  training  designed  to  help  the  public  schools  in  this  state  improve  their  performance. 
Neither  the  board  nor  the  commissioner  may  compel  any  school  or  school  district  to  take  anv  action,  administer 
any  test,  or  implement  any  policy.  The  General  Assembly  may  limit  the  funding  available  to  the  board  and 
commissioner  for  the  performance  of  the  duties  enumerated  herein,  but  the  General  Assembly  may  neither  direct 
the  manner  in  which  the  board  and  commissioner  fulfill  their  duties  under  this  article,  nor  expand  the  scope  of 
those  duties  beyond  what  is  established  in  this  subsection. 

Section  2(c).  1.  Each  public  school  district  in  this  state  shall  be  independent  from  state  control  and  shall 
be  governed  by  school  board  members  elected  by  and  accountable  to  voters  residing  in  each  public  school 
district;  provided,  the  General  Assembly  shall  be  authorized  to  pass  general  laws  establishing  procedures 
through  which  citizens  may  establish  a school  district  and  elect  the  board  to  govern  that  district. 

2.  Each  public  school  district  shall  be  exclusively  responsible  for  (1)  deciding  the  qualifications  required 
of  the  public  school  teachers  and  administrators  in  that  district;  (2)  setting  the  curriculum  to  he  taught  at  the 
public  schools  jn  that  district  and  the  level  of  mastery  students  must  demonstrate  to  advance  from  one  grade  to 
the  next  and  to  receive  a diploma  from  its  public  schools;  and  (3)  selecting,  purchasing,  developing,  and 
disposing  of  property,  books,  buildings,  and  materials  for  use  by  the  public  schools  and  students  of  that  district. 

3.  Nothing  in  this  provision  shall  relieve  the  General  Assembly  of  its  obligation  to  provide  funding  for 
al-Lpublic  schools  in  this  state  in  accordance  with  section  1(a)  of  this  article;  neither  the  General  Assembly  nor 
any  other  government  entity  shall  in  anv  wav  penalize  or  withhold  funds  from  a public  school  district  based  on 
the  public  school  district's  exercise  of  the  authority  established  in  subsection  2 of  this  section. 


Jamks  c.  Kirkpatrick 
State  Information  Center 
(573)751  4936 


February  9,  20 1 5 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 

Article  IX,  version  1 (2016-026) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Stacy  Shore  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


f£g  I)  9 206 

state  auditors  Of  K-e 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 


Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 

(Official  Ballot  title.) 
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CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME) 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer: 
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Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of , A.D. 


Signature  of  Notary 


Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Section  2 of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  modifying  sections  2(b)  and  adding  section  2(c).  The  existing 
sections  2(b)  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  [thus]. 


Article  IX,  Section  2(b).  L The  state  board  of  education  shall  select  and  appoint  a commissioner  of 
education  as  its  chief  administrative  officer,  who  shall  be  a citizen  and  resident  of  the  state,  and  removable  at  its 
discretion.  The  board  shall  prescribe  his  duties  and  fix  his  compensation,  and  upon  his  recommendation  shall 
appoint  the  professional  staff  and  fix  their  compensation.  [The  board  shall  succeed  the  state  board  of  education 
heretofore  established,  with  all  its  powers  and  duties,  and  shall  have  such  other  powers  and  duties  as  may  be 
prescribed  by  law.] 

2.  The  state  board  of  education  and  the  commissioner  of  education  shall  only  have  the  authority  (1)  to 
research  and  offer  opinions  on  the  most  efficient  and  effective  wavs  to  educate  students.  (2)  to  assess  and 
publicly  report  on  the  quality  and  performance  of  the  public  schools  in  this  state,  and  (3)  to  offer 
recommendations  and  training  designed  to  help  the  public  schools  in  this  state  improve  their  performance. 
Neither  the  board  nor  the  commissioner  may  compel  any  school  or  school  district  to  take  any  action,  administer 
any  test,  or  implement  any  policy.  The  General  Assembly  mav  limit  the  funding  available  to  the  board  and 
commissioner  for  the  performance  of  the  duties  enumerated  herein,  but  the  General  Assembly  may  neither  direct 
the  manner  in  which  the  board  and  commissioner  fulfill  their  duties  under  this  article,  nor  expand  the  scope  of 
those  duties  beyond  what  is  established  in  this  subsection. 

Section  2(c).  1.  Each  public  school  district  in  this  state  shall  be  independent  from  state  control  and  shall 
be  governed  by  school  board  members  elected  by  and  accountable  to  voters  residing  in  each  public  school 
district;  provided,  the  General  Assembly  shall  be  authorized  to  pass  general  laws  establishing  procedures 
through  which  citizens  mav  establish  a school  district  and  elect  the  board  to  govern  that  district. 

2.  Each  public  school  district  shall  be  exclusively  responsible  for  (1)  deciding  the  qualifications  required 
of  the  public  school  teachers  and  administrators  in  that  district;  (2)  setting  the  curriculum  to  be  taught  at  the 
public  schools  in  that  district  and  the  level  of  mastery  students  must  demonstrate  to  advance  from  one  grade  to 
the  next  and  to  receive  a diploma  from  its  public  schools;  and  (3)  selecting,  purchasing,  developing,  and 
disposing  of  property,  books,  buildings,  and  materials  for  use  by  the  public  schools  and  students  of  that  district. 

3.  Nothing  in  this  provision  shall  relieve  the  General  Assembly  of  its  obligation  to  provide  funding  for 
all  public  schools  in  this  state  in  accordance  with  section  1(a)  of  this  article;  neither  the  General  Assembly  nor 
any  other  government  entity  shall  in  any  wav  penalize  or  withhold  funds  from  a public  school  district  based  on 
the  public  school  district's  exercise  of  the  authority  established  in  subsection  2 of  this  section. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-026) 


Subject 

Initiative  petition  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 
Article  IX.  (Received  February  9,  2015) 


Date 


March  2,  2015 

Description 

This  proposal  would  amend  Article  IX  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  the  St.  Louis  Community  College. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

This  would  place  all  instructionally  related  federal  funding  at  risk.  At  a minimum,  this 
would  likely  disqualify  the  state  for  all  major  ESEA  (Elementary  and  Secondary 
Education  Act)  and  IDEA  (Individuals  with  Disabilities  Education  Act)  Part  B funds. 
ESEA  Title  I requires  state  standards  and  state  assessments  at  specified  grade  levels  and 
places  requirements  related  to  highly  qualified  teachers;  Title  II  places  further 
requirements  on  teacher  qualifications  and  IDEA  adopts  the  language  of  highly  qualified 
teachers  as  defined  in  ESEA  and  places  it  in  IDEA  with  the  same  requirements. 


The  following  provides  a listing  of  FY  15  grants  and  the  corresponding  award 
amount: 


Grant  Name 
Title  I,  Part  A 
Title  I,  Part  C 
Title  I,  Part  D 
Title  II.  A 
Title  III,  Part  A 
Title  VI.B 
Title  I SIG 
Title  II.B 
Title  X,  Part  C 

Charter  Schools  Planning  and  Implementation  Program 
Advanced  Placement  Program  Test  Fees 
Part  B 

Part  B (ECSE) 

Part  C 
SPDG 
Deaf/Blind 

School  Nutrition  Services 


Award  Amount  (FY  15) 

$236,775,778 

$1,499,152 

$2,831,190 

$38,521,502 

$5,287,728 

$3,226,330 

$7,758,008 

$2,518,642 

$1,046,820 

Allowed  amount  determined  by  USDE 

$12,104 

$224,294,599 

$5,544,843 

$7,797,120 

$1,412,000 

$197,129 

$293,925,900 

$832,648,845 


Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  it 
would  not  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  no  fiscal  impact 
on  their  agency. 


Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
an  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Social  Services  indicated  the  total  estimated  costs  for 
salaries,  fringe  benefits,  and  expense  and  equipment  will  be  $4,842,284  for  fiscal  year 
2016,  $5,915,558  for  fiscal  year  2017,  and  $6,022,591  for  fiscal  year  2018. 

This  is  an  initiative  petition  for  a proposed  amendment  to  Article  IX,  Section  2(b)  of  the 
Missouri  Constitution  and  for  a new  Section  2(c).  Section  2(b)  is  amended  to  limit  the 
authority  of  the  board  of  education  and  the  commissioner  of  education  to  (1)  researching 
and  offering  opinions  on  the  most  effective  ways  of  educating  students,  (2)  assessing  and 
reporting  on  the  quality  and  perfonnance  of  public  schools  and  (3)  offering 
recommendations  and  training  to  improve  performance  of  public  schools.  Section  2(c).  1 
is  added  to  provide  that  each  public  school  district  is  independent  from  state  control  and 
shall  be  governed  by  elected  school  board  members  for  each  district.  Section  2(c). 2 is 
added  to  provide  that  each  school  district  shall  be  exclusively  responsible  for  (1)  deciding 
qualifications  for  teachers  and  administrators,  (2)  setting  the  curriculum  and  graduation 
standards  in  each  district  and  (3)  selecting  and  purchasing  all  materials  for  each  district. 
Section  2(c). 3 prohibits  the  General  Assembly  from  penalizing  or  withholding  funds  from 
a school  district  that  exercises  its  authority  under  this  section. 

This  proposed  constitutional  amendment  primarily  affects  the  Department  of  Elementary 
and  Secondary  Education  (DESE)  by  limiting  the  authorities  of  the  State  Board  of 
Education  and  the  Commissioner  of  Education.  Section  161.092  RSMo  authorizes  the 
State  Board  of  Education  to  adopt  and  establish  rules  relating  to  the  accreditation  of 
school  districts.  Section  161.122  RSMo  provides  for  the  commissioner  to  supervise 
DESE.  The  proposed  constitutional  amendment  will  cause  many  of  the  rules  contained 


within  Title  5 of  the  Missouri  Code  of  State  Regulations  to  be  declared  void.  DESE  will 
therefore  be  unable  to  enforce  many  of  its  current  rules. 

The  Division  of  Youth  Services  (DYS)  requires  approval  of  its  educational  programs  by 
DESE  under  Section  219.056  RSMo.  Because  DESE  will  no  longer  be  authorized  to 
approve  DYS  educational  programs,  DYS  will  no  longer  be  able  to  function  as  a school 
district.  As  a result,  the  DYS  will  no  longer  be  able  to  provide  accredited  education 
services  and  will  have  to  rely  upon  local  school  districts  to  educate  the  youth  in  its 
custody. 

The  academic  program  currently  operated  within  DYS  is  a critical  element  of  the 
division’s  nationally  recognized  developmental  treatment  approach  for  delinquent  youth. 
Youth  committed  to  DYS  typically  arrive  with  a markedly  unsuccessful  history  in  their 
traditional  public  schools.  DYS  employs  a model  that  emphasizes  pursuit  of  educational 
goals  within  the  context  of,  and  with  sensitivity  to  the  unique  treatment  needs  of  each 
youth.  DYS  education  staff  receives  comprehensive  specialized  adolescent  care  training 
focused  on  treatment.  They  are  critical  members  of  the  treatment  team  serving  DYS 
youth.  DYS  has  learned  through  history  and  experience  that  a fully  integrated  treatment 
and  educational  approach  yields  the  most  successful  outcomes  for  this  population  of 
youth.  The  division  has  long  been  aware  that  educational  accomplishment  is  a key 
variable  in  achieving  and  sustaining  positive  outcomes.  This  model  is  a key  contributor  to 
creating  healthier  and  more  productive  lives  for  our  youth  and  their  families  while  at  the 
same  time  creating  safer  communities  for  all  Missouri  citizens. 

Enactment  of  this  amendment  would  cause  DYS  to  eliminate  its  specialized  educational 
services  and  revert  to  employing  a model  that  historically  has  been  unsuccessful  and 
undoubtedly  would  substantially  and  negatively  alter  the  outcomes  of  youth  served  by  the 
division. 

DYS  receives  reimbursement  through  a State  Plan  Amendment  for  rehabilitative 
treatment  services  to  youth.  In  the  current  integrated  treatment/education  programing  a 
certain  amount  of  treatment  activity  takes  place  through  the  course  of  a school  day.  DYS 
directs  the  workforce  and  their  schedules.  This  provides  flexibility  and  allows  DYS  to 
prioritize,  when  appropriate,  necessary  treatment  activities  while  ensuring  that  academic 
progress  in  each  area  is  not  compromised.  Introducing  an  education  scheme  that  does  not 
fully  integrate  treatment  and  education  will  compromise  this  flexibility  and  will 
negatively  impact  the  amount  of  timely  and  effective  treatment  interventions  that  take 
place  during  a school  day.  This  impact  will  affect  the  volume  of  rehabilitative  activities 
occurring  during  school  time  thus  affecting  not  only  youth  outcomes  but  also  the  amount 
of  reimbursement  for  such  activities  through  the  Medicaid  state  plan  amendment.  The 
reimbursement  is  determined  by  a time  study  and  therefore  would  only  be  able  to  be 
quantified  if  this  amendment  was  passed  and  changes  occurred. 

The  (DYS)  receives  aid  from  DESE  pursuant  to  Section  163.073  RSMo.  This  aid 
includes  federal  funding  for  particular  programs:  Title  I ($949,591  FY  14),  Special 
Education  ($279,211  FY14)  and  Perkins  Vocational  Education  ($103,730  FY14).  The 


division  also  receives  foundation  fonnula  funding  from  DESE  ($4,391,660  FY  14).  The 
division  receives  the  local  tax  effort  funding  from  the  home  school  district  of  the  legal 
guardian  as  well  ($3,824,907  FY  14).  These  funds  would  no  longer  be  received  however, 
would  be  redirected  to  other  school  districts. 

The  division  would  no  longer  employ  educational  staff  (137  FTE).  However  the  only  cost 
savings  associated  with  this  reduction  in  FTE  is  the  General  Revenue  portion 
($1,353,616)  as  the  federal  and  other  funds  would  be  redirected  as  referenced  above. 

DYS  education  personnel,  because  of  their  training  and  expertise,  are  qualified  to  provide 
supervision  and  are  counted  as  such  for  staffing  requirements.  A reduction  in  these  staff 
would  result  in  the  need  for  86  new  Youth  Specialists  ($3,718,587)  as  school  district 
employees  could  not  be  considered  in  meeting  DYS  staffing/supervision  requirements. 
As  stated  previously,  the  division  cannot  be  sure  of  the  rehabilitative  services  provided 
during  the  school  day,  therefore  the  funding  for  the  additional  86  FTE  will  be  100% 
General  Revenue. 

DYS,  as  an  educational  provider,  participates  in  the  USDA’s  free  and  reduced  meal 
program.  The  division  would  lose  the  USDA  federal  funding  ($1,072,973  FY  14) 
currently  received  to  support  the  provision  of  breakfast  and  lunch  to  its  students.  The 
division  would  still  provide  the  same  number  of  meals  to  youth,  therefore  the  loss  of 
federal  funds  would  necessitate  an  increase  in  general  revenue  of  $1,072,973.  The 
Division  will  also  need  an  estimated  $2,000,000  for  continued  educational  supplies  as 
needed  for  DYS  youth  and  classroom  furnishings. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  impact  on  the  operations  of  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 


amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  the  office  reserves  the  right  to 
request  funding  to  meet  the  cost  of  its  publishing  requirements  if  the  Governor  and  the 
General  Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an 
estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Greene  County  indicated  there  are  no  estimated  costs  or  savings  to  report 
from  their  county  for  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  this  has  no  fiscal  impact  for  the  city. 

Officials  from  Metropolitan  Community  College  indicated  this  has  no  financial  impact 
on  their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of 
Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 


District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  proposal  could  risk  the  state's  eligibility  to  receive  federal  education  funds  of  approximately 
$800  million  annually.  Increased  annual  costs  for  schools  operated  by  a state  agency  are 
estimated  at  approximately  $6  million.  Local  schools  would  be  impacted  by  any  lost  federal 
funding. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kandkr 

Secretary  of  State 
State  of  Missouri 


February  9,  2015 


Elections  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  5 (2016-025) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


REGE^/S 

FEB  I)  9 2015 


state  auditors  office 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  main  Street  • J ki-tersc  in  City  65 1 ()  1 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCH  IVES  ■ STATE  LIBRARY  • WoLFNKR  LIBRARY 


County  . 
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Ks-OSS 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(Official  Ballot  title.) 


CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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1, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect 

to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


Subscribed  and  sworn  to  before  me  this day  of A.D. 

Signature  of  Notary: 


Signature  of  Affiant: 

(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Notary 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Article  I - Bill  of  Rights 


16-C9S 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  1,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as  follows: 


In  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government 
is  founded,  we  declare: 

Section  36.  I . That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all  aspects  of 
their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to.  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health 
care,  and  place  of  habitation:  provided,  this  fundamental  right  shall  not  extend  to  anv  decision  or  action  bv  a parent 
that  threatens  clear,  immediate,  and  substantial  physical  injury  to  their  minor  child,  nor  shall  it  permit  a parent  to 
compel  a minor  child  to  have  an  abortion. 

2.  That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s  explicit 
permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child's  family  members  for 
purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the  child’s  knowledge  of 
academic  subjects;  neither  the  parent  nor  child  shall  in  anv  wav  be  punished  or  penalized  if  the  parent  refuses  such 
permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their  children  to  meet 
the  obligations  of  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their  children  educated  in  public, 
private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an  alternative  to  enrolling  the  children  in  anv 
school:  provided,  nothing  in  this  section  shall  require  or  prohibit  any  state  or  local  government  to  fund  or  subsidize 
education  in  a non-public  school  setting  or.  unless  otherwise  required  bv  law,  require  a public  school  to  enroll  or 
educate  a child  who  does  not  live  in  that  public  school’s  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental  rights 
acknowledged  in  this  section  if  (1)  the  interference  is  temporary  and  limited  to  only  the  degree  and  duration 
necessary  to  protect  a child  from  a clear,  immediate  and  substantial  threat  of  physical  injury:  (2)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment- 
reckless  endangerment,  or  physical  abuse,  as  each  of  those  terms  are  defined  bv  state  statute:  (3~)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  is  mentally  incompetent  as  that  term  is  defined  by  state  statute: 
(4)  a court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes:  (5)  a court  of  law  has 
assumed  jurisdiction  over  a minor  child  charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated 
a criminal  statute:  or  (6)  a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological 
parent  as  a result  of  adoption  or  marital  dissolution.  If.  after  considering  evidence,  a judge  has  first  determined  that 
a government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical  abuse. 
neglect,  or  endangerment.  it  shall  not  be  considered  an  interference  with  the  parental  rights  acknowledged  in  this 
section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged  crime,  or  for  police  to  obtain  a 
warrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  any  parent  whose  rights  under  this  section  have  been  adversely  affected  bv  anv  statute,  regulation, 
ordinance,  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a lawsuit  challenging  the 
constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government  authority,  and  seeking 
damages  against  the  government  entity  responsible  for  the  violation  of  the  parent’s  rights.  In  considering  such  a 
lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of 
government  authority  being  challenged,  may  not  defer  to  claims  made  bv  a government  entity  that  the  statute- 
regulation,  ordinance,  policy,  or  other  act  of  government  authority  is  justified  unless  the  government  entity  supports 
all  such  claims  with  competent  evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  anv 
infringement,  of  this  constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 


6,  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian. 


JAMES  C.  KIRKPATRICK 

State  Information  Center 
(573) 751  4936 


Jason  Kandkr 

Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  4 (2016-024) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 

(Official  Ballot  title  goes  here.) 
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CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


I, 


.,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


cn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  Subscribed  and  sworn  to  before  me  this day  of A D 

to  be  paid  for  circulating  this  petition.  _.  . rx,  , 

r or  Signature  of  Notary: 

If  paid,  list  the  payer: 


Signature  of  Affiant: 


(Person  obtaining  signatures) 


Address  of  Notary 


(Printed  Name  of  Affiant) . 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  I,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as  follows: 


In  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government 
is  founded,  we  declare: 

Section  36.  1 . That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all  aspects  of 
their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to,  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health 
care,  and  place  of  habitation:  provided,  this  fundamental  right  shall  not  extend  to  any  decision  or  action  bv  a parent 
that  threatens  clear,  immediate,  and  substantial  physical  injury  to  their  minor  child,  nor  shall  it  permit  a parent  to 
compel  a minor  child  to  have  an  abortion. 

2.  That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s  explicit 
permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child’s  family  members  for 
purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the  child’s  knowledge  of 
academic  subjects;  neither  the  parent  nor  child  shall  in  any  wav  be  punished  or  penalized  if  the  parent  refuses  such 
permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their  children  to  meet 
the  obligations  of  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their  children  educated  in  public, 
private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an  alternative  to  enrolling  the  children  in  any 
school:  provided,  nothing  in  this  section  shall  require  or  prohibit  anv  state  or  local  government  to  fund  or  subsidize 
education  in  a non-public  school  setting  or.  unless  otherwise  required  bv  law,  require  a public  school  to  enroll  or 
educate  a child  who  does  not  live  in  that  public  school’s  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental  rights 
acknowledged  in  this  section  if  (I)  the  interference  is  temporary  and  limited  to  only  the  degree  and  duration 
necessary  to  protect  a child  from  a clear,  immediate  and  substantial  threat  of  physical  injury:  (2)  a court  of  law  has 
found  bv  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment, 
reckless  endangerment.  or  physical  abuse,  as  each  of  those  terms  are  defined  bv  state  statute:  (3)  a court  of  law  has 
found  bv  clear  and  convincing  evidence  that  a parent  is  mentally  incompetent  as  that  term  is  defined  bv  state  statute: 
(4)  a court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes:  (5)  a court  of  law  has 
assumed  jurisdiction  over  a minor  child  charged  with  violating  or  found  bevond  a reasonable  doubt  to  have  violated 
a criminal  statute:  or  (6)  a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological 
parent  as  a result  of  adoption  or  marital  dissolution.  If.  after  considering  evidence,  a judge  has  first  determined  that 
a government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical  abuse, 
neglect,  or  endangerment.  it  shall  not  be  considered  an  interference  with  the  parental  rights  acknowledged  in  this 
section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged  crime,  or  for  police  to  obtain  a 
warrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  anv  parent  whose  rights  under  this  section  have  been  adversely  affected  by  anv  statute,  regulation, 
ordinance,  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a lawsuit  challenging  the 
constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government  authority,  and  seeking 
damages  against  the  government  entity  responsible  for  the  violation  of  the  parent’s  rights.  In  considering  such  a 
lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of 
government  authority  being  challenged,  may  not  defer  to  claims  made  bv  a government  entity  that  the  statute, 
regulation,  ordinance,  policy,  or  other  act  of  government  authority  is  justified  unless  the  government  entity  supports 
all  such  claims  with  competent  evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  anv 
infringement  of  this  constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 


6.  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian. 


JAMES  C.  KIRKPATRICK 

State  Information  Chntf.r 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


ICsi-OQ.^) 


Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  3 (2016-023) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  February  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

FEB  0 9 2015 

STATE  auditors  office 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 , RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8 th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 

(Official  Ballot  title) 
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CIRCULATOR’S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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1, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONCR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 
INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect 

to  be  paid  for  circulating  this  petition. 

If  paid,  list  the  payer: 


Subscribed  and  sworn  to  before  me  this day  of A.D 

Signature  of  Notary: 


Signature  of  Affiant: 

(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Notary 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended : 

Article  1,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as  follows: 


Section  36.  1 . That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all  aspects  of 
their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to.  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health 
care,  and  place  of  habitation;  provided,  this  fundamental  right  shall  not  extend  to  any  decision  or  action  by  a parent 
that  threatens  clear,  immediate,  and  substantial  physical  injury  to  their  minor  child,  nor  shall  it  permit  a parent  to 
compel  a minor  child  to  have  an  abortion. 

2.  That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s  explicit 
permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child's  family  members  for 
purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the  child’s  knowledge  of 
academic  subjects:  neither  the  parent  nor  child  shall  in  anv  wav  be  punished  or  penalized  if  the  parent  refuses  such 
permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their  children  to  meet 
the  obligations  of  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their  children  educated  in  public, 
private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an  alternative  to  enrolling  the  children  in  anv 
school:  provided,  nothing  in  this  section  shall  require  or  prohibit  anv  state  or  local  government  to  fund  or  subsidize 
education  in  a non-public  school  setting  or.  unless  otherwise  required  by  law,  require  a public  school  to  enroll  or 
educate  a child  who  does  not  live  in  that  public  schoofs  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental  rights 
acknowledged  in  this  section  if  (1)  the  interference  is  temporary  and  limited  to  only  the  degree  and  duration 
necessary  to  protect  a child  from  a clear,  immediate  and  substantial  threat  of  physical  injury:  (2~)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment, 
reckless  endangerment,  or  physical  abuse,  as  each  of  those  terms  are  defined  by  state  statute;  (3)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  is  mentally  incompetent  as  that  term  is  defined  by  state  statute: 
(4)  a court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes:  (S')  a court  of  law  has 
assumed  jurisdiction  over  a minor  child  charged  with  violating  or  found  bevond  a reasonable  doubt  to  have  violated 
a criminal  statute;  or  (6)  a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological 
parent  as  a result  of  adoption  or  marital  dissolution.  If,  after  considering  evidence,  a judge  has  first  determined  that 
a government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical  abuse, 
neglect,  or  endangerment,  it  shall  not  be  considered  an  interference  with  the  parental  rights  acknowledged  in  this 
section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged  crime,  or  for  police  to  obtain  a 
warrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  anv  parent  whose  rights  under  this  section  have  been  adversely  affected  bv  anv  statute,  regulation- 
ordinance.  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a lawsuit  challenging  the 
constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government  authority,  and  seeking 
damages  against  the  government  entity  responsiblejor  the  violation  of  the  parent’s  rights.  In  considering  such  a 
lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of 
government  authority  being  challenged,  may  not  defer  to  claims  made  bv  a government  entity  that  the  statute, 
regulation,  ordinance,  policy,  or  other  act  of  government  authority  is  justified  unless  the  government  entity  supports 
all  such  claims  with  competent  evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  anv 
infringement  of  this  constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 


6.  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian. 


JAMF.S  C.  KIRKPATRICK 

stath  Information  Ckntkr 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  2 (2016-022) 


Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  February  6,  20 1 5. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my 
name. 

(Official  Ballot  title.) 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 
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I; being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 



5. 

6. 

6. 

7. 

7. 

8. 

— 

8. 

9. 

9. 

10. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and County. 

FURTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 

INVOLVING  FORGERY.  . . 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list 

the  payer: 


Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of A.D. 


Signature  of  Notary 


Notary  Public  (Seal) 

My  commission  expires 


Address  ofNotary 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  1,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as  follows: 


In  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government 
is  founded,  we  declare: 

Section  36.  1 . That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all  aspects  of 
their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to.  decisions  regarding 
their  minor  children’s  custody,  upbringing  education,  religious  instruction,  discipline,  physical  and  mental  health 
care,  and  place  of  habitation:  provided,  this  fundamental  right  shall  not  extend  to  anv  decision  or  action  bv  a parent 
that  threatens  clear,  immediate,  and  substantial  physical  injury  to  their  minor  child,  nor  shall  it  permit  a parent  to 
compel  a minor  child  to  have  an  abortion. 

2_.  _ That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s  explicit 
permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child's  family  members  for 
purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the  child’s  knowledge  of 
academic  sublets;  neither  the  parent  nor  child  shall  in  anv  wav  be  punished  or  penalized  if  the  parent  refuses  such 
permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their  children  to  meet 
the  obligations  pf  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their  children  educated  in  public, 
private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an  alternative  to  enrolling  the  children  in  anv 
school;  provided,  nothing  in  this  section  shall  require  or  prohibit  anv  state  or  local  government  to  fund  or  subsidize 
education  in  a non-public  school  setting  or,  unless  otherwise  required  bv  law,  require  a public  school  to  enroll  or 
educate  a child  who  does  not  live  in  that  public  school’s  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental  rights 
acknowledged  in  this  section  if  (I)  the  interference  is  temporary  and  limited  to  only  the  degree  and  duration 
necessary  to  protect  a child  from  a clear,,  immediate  and  substantial  threat  of  physical  injury;  (2)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment, 
reckless  endangerment.  or  physical  abuse,  as  each  of  those  terms  are  defined  bv  state  statute:  m a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  is  mentally  incompetent  as  that  term  is  defined  bv  state  statute: 
£4.1.3  court  ofjaw  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes:  m a court  of  law  has 
assumed  jurisdiction  over  a minor  child  charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated 
3_ criminal  statute;  or  (6)  a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological 
parent  as  a result  of  adoption  or  marital  dissolution.  If,  after  considering  evidence,  a judge  has  first  determined  that 
a government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical  abuse- 
neglect,  or  endangerment.  it  shall  not  be  considered  an  interference  with  the  parental  rights  acknowledged  in  this 
section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged  crime,  or  for  police  to  obtain  a 
warrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  any  parent  whose  rights  under  this  section  have  been  adversely  affected  bv  anv  statute,  regulation. 
ordinance,  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a lawsuit  challenging  the 
constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government  authority,  and  seeking 
damages  against  the  government  entity  responsible  for  the  violation  of  the  parent’s  rights.  In  considering  such  a 
lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute,  regulation,  ordinance,  nolicv.  or  other  act  of 
government  authority  being  challenged,  may  not  defer  to  claims  made  bv  a government  entity  that  the  statute. 
.regulation,  ordinance,  policy,  or  other  act  of  government  authority  is  justified  unless  the  government  entity  supports 
aU  such  claims  with  competent  evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  anv 
infringement  of  this  constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 


6.  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-022) 


Subject 

Initiative  petition  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 
Article  I.  (Received  February  9,  2015) 


Date 


March  2,  2015 

Description 

This  proposal  would  amend  Article  I of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  the  St.  Louis  Community  College. 


Assumptions 

Officials  from  the  Attorney  General's  office  (AGO)  indicated  this  proposal  allows  any 
parent  whose  rights  have  been  adversely  affected  by  governmental  action  to  file  suit 


challenging  the  constitutionality  of  the  governmental  action  and  to  seek  damages  against 
the  governmental  entity  responsible  for  the  violation  of  the  parent’s  rights.  The  AGO  is 
under  a legal  obligation  to  represent  various  state  departments  and  agencies.  Therefore, 
the  AGO  assumes  that  any  potential  costs  arising  from  this  proposal  can  be  absorbed  with 
existing  resources  but  may  seek  additional  appropriations  if  the  proposal  results  in  a 
significant  increase  in  cases. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  will  be  unknown  costs  incurred  by  local  school  districts  to  obtain  parents’  explicit 
pennission. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  it 
would  not  have  a direct  fiscal  impact  on  their  department.  However,  subsection  2 of 
section  36  states,  in  part,  that  “neither  the  parent  nor  child  shall  in  any  way  be  punished 
or  penalized  if  the  parent  refuses  such  permission.”  The  Department  of  Higher  Education 
administers  several  state  funded  student  aid  programs  that  require  the  submission  of 
information  about  the  student  and,  in  some  instances,  their  family  in  order  to  determine 
their  eligibility  to  receive  funds  through  those  programs.  A parent’s  refusal  to  provide 
such  information  makes  it  impossible  for  the  department  to  determine  the  eligibility  of 
the  student  and,  therefore,  to  provide  the  student  with  an  award  under  such  a program.  It 
is  not  clear  if  this  could  be  interpreted  as  penalizing  the  student  as  would  be  prohibited  by 
this  provision  of  the  petition. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  this 
proposal  will  have  an  unknown  fiscal  impact  on  state  and  federal  funds,  and  no  impact  on 
local  funds. 

This  proposal  will  have  an  unknown  economic  impact  on  small  businesses.  DHSS  works 
with  numerous  small  businesses  to  carry  out  its  public  health  functions  and  does  not 
know  what  impact  the  proposed  may  have  to  these  entities. 

Section  36.2  would  prohibit  DHSS  from  collecting  or  sharing  any  information  or  data 
about  a child  without  the  explicit  consent  of  the  parent.  There  are  many  public  health 
functions  authorized  by  current  law  that  involve  the  collection  or  sharing  of  data  which 
do  not  require  the  explicit  consent  of  the  parent.  These  functions  have  been  legislated  by 
federal  and  state  statutes  and  implemented  over  the  years  because  the  timely  and 
complete  collection  and/or  sharing  of  data  are  critical  to  preventing  the  loss  of  life, 
minimize  the  consequences  of  a congenital  anomaly  or  condition,  stopping  the  spread  of 
dangerous  and  costly  communicable  diseases,  and  supplying  data  to  improve  the  overall 


population  health  of  Missourians.  This  proposal  would  supersede  these  federal  and  state 
laws  resulting  in  a destruction  of  the  essential  functions  of  public  health. 

Section  36.2  of  the  proposed  constitutional  amendment  would  result  in  an  unknown 
negative  fiscal  impact  for  the  Division  of  Community  and  Public  Health. 

First,  there  would  be  costs  to  establish  partnerships  and  processes  to  acquire  explicit 
consent.  Requiring  explicit  consent  would  require  the  assistance  of  many  stakeholders  to 
the  public  health  system,  such  as  hospitals,  direct  care  providers,  laboratories,  schools, 
etc.  These  entities  are  the  primary  providers  of  services  and  acquire  the  data  initially. 
Collecting  the  explicit  consent  will  also  require  the  establishment  of  forms,  modifications 
to  existing  electronic  infonnation  systems,  new  information  systems,  and  additional  staff 
to  collect  and  track  the  consents.  These  stakeholders  may  also  request  funding  in  order  to 
assist  the  department  in  obtaining  the  explicit  consent. 

Secondly,  there  would  be  treatment  costs  and  societal  costs  associated  with  the  time 
delays  in  collecting  and  reporting  of  critical  data  should  explicit  consent  be  required.  For 
example,  elevated  blood  lead  levels  in  children  would  not  be  automatically  reported  to 
DHSS.  A healthcare  provider  would  first  need  to  obtain  the  parent’s  consent  in  order  to 
report  the  result  to  the  department.  The  time  lost  to  this  process  results  in  a delay  of  the 
department  initiating  an  environmental  health  risk  assessment  and  working  with  the  local 
public  health  agency  to  initiate  nursing  case  management  in  order  to  reduce  the  blood 
lead  level.  The  most  devastating  scenario  would  be  the  consequences  (loss  of  life)  if  a 
parent  refused  to  give  this  consent.  Timely  treatment  of  elevated  blood  lead  levels  is 
essential  to  minimizing  medical  intervention  and  cognitive  impairments.  Another 
example  would  be  the  reporting  of  tuberculosis  infection.  If  reported  timely,  the  treatment 
may  be  outpatient  and  of  less  program  cost  to  the  department  than  an  infection  that  needs 
intensive  inpatient  care.  A third  example  would  be  that  the  potential  lack  of  reporting  just 
one  incident  of  a reportable  communicable  disease  spirals  into  an  outbreak  jeopardizing 
the  health  of  an  unquantifiable  number  of  Missourians.  There  are  endless  examples  of 
how  timely  intervention  through  the  department  programs  results  in  the  increased 
likelihood  of  positive  health  outcomes  and  reduced  societal  and  medical  costs. 

Thirdly,  this  amendment  would  likely  result  in  the  loss  of  quality  data  and  diminish  the 
data  surveillance  activities  of  the  department.  The  ability  to  collect  comprehensive  sets  of 
data  will  remove  the  department’s  greatest  tool  in  identifying  disease  trends  that  guide 
targeted  health  outreach  and  prevention  activities.  Common  health  indicators  regarding 
births,  fetal  deaths,  abortions,  teen  pregnancy,  and  smoking  rates  are  examples  of  some  of 
the  data  that  may  no  longer  be  available.  The  inability  to  work  on  improving  health 
outcomes  will  lead  to  higher  medical,  societal  and  program  costs  in  the  future.  It  is  also 
likely  that  Missouri  would  see  a loss  in  federal  grant  funds  for  activities  that  fund  disease 
prevention  and  require  frequent  and  complete  data  reports.  It  is  also  likely  that  Missouri 
could  miss  new  federal  funding  opportunities  because  of  the  lack  of  data  to  prove 
Missouri’s  need  compared  to  national  and  other  state’s  data. 


A listing  of  current  public  health  activities  that  would  have  direct  impact  from  this 
amendment  include: 

• birth  certificate  registration 

• newborn  blood  spot  screening 

• newborn  hearing  screening 

• critical  congenital  heart  disease  screening 

• childhood  lead  prevention  and  environmental  risk  assessment/nursing  case 
management  for  elevated  blood  lead  levels 

• data  collection  and  evaluation  from  patient  abstract  data  reported  by  hospitals  and 
ambulatory  surgery  centers 

• infectious  and  communicable  disease  surveillance  and  investigation 

• healthcare  associated  infection  surveillance 

• state  immunization  registry 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
an  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  will  have  an 
unknown  fiscal  impact  on  state,  federal,  and  local  funds. 

This  proposed  amendment  could  have  significant  impact  on  small  businesses  who  work 
with  children  in  the  state.  The  impact  is  unknown. 


The  long  range  implications  of  this  proposal  to  amend  the  constitution  are  significant 
both  fiscally  and  programmatically. 


Should  the  constitution  be  amended  in  accordance  with  this  proposal,  the  Children’s 
Division  would  expect  significant  cost  savings  initially,  due  to  necessary  programmatic 
changes  to  come  into  compliance  with  the  provisions  of  this  proposed  petition. 

The  Children’s  Division’s  ability  to  conduct  child  abuse  and  neglect  investigations  and 
assessments,  provide  protective  services  and  ensure  children’s  safety  would  be 
significantly  reduced. 

The  cost  savings  experienced  initially  by  the  Children’s  Division  will  likely  result  in  a 
failure  to  protect  children,  ensure  safety,  and  otherwise  provide  the  necessary  services  to 
offer  the  best  chance  for  abused  and  neglected  children  to  become  independent, 
responsible,  self-sufficient  adults  free  from  the  future  need  of  government  intervention. 

A study  by  Prevent  Child  Abuse  America  cites  the  indirect  costs  that  result  as  a 
consequence  of  child  abuse  such  as: 

• Special  Education  and  Early  Intervention  Services  - Many  children  who  have 
suffered  abuse  require  special  education  services  and  early  intervention  services 
to  manage  developmental  delays.  The  rate  of  special  education  services  is  6% 
higher  than  the  national  average  for  children  who  have  been  maltreated. 

• Emergency/Transitional  Housing  - Children  who  experience  abuse  are  more 
likely  to  experience  homelessness  as  adults.  Of  children  who  experience 
childhood  physical  abuse,  27.8%  experience  homelessness  as  adults. 

• Mental  Health  and  Health  Care  - The  average  annual  cost  of  physical  and  mental 
health  care  is  $591  higher  for  women  who  experienced  physical  or  sexual  abuse 
as  children. 

• Juvenile  Delinquency  - 27%  of  children  who  have  experienced  maltreatment  will 
engage  in  acts  of  juvenile  delinquency. 

• Adult  Criminal  Justice  - 13%  of  all  violent  crime  can  be  attributed  to  early 
childhood  maltreatment. 

https://www.preventchildabusenc.org/assets/preventchildabusenc/files/$cms$/100/1299.p 
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The  department  believes  the  societal  costs  of  not  doing  child  abuse  and  neglect 
investigations  would  exceed  any  potential  cost  savings  experienced. 

This  petition  request  proposes  a constitutional  amendment  related  to  governmental 
interference  with  parental  rights. 

If  the  constitution  were  to  be  amended  in  accordance  with  the  language  in  this  petition, 
the  Children’s  Division  would  be  impacted  fiscally  and  programmatically.  The 
Children’s  Division’s  ability  to  investigate  child  abuse  and  neglect,  ensure  children’s 
safety,  and  provide  protective  services  to  children  and  families  would  be  significantly 
impacted. 

In  section  36.1,  the  constitution  would  be  amended  to  state  that  every  parent  has  a 
fundamental  right  to  exercise  exclusive  control  over  all  aspects  of  their  minor  children’s 


lives  without  governmental  interference,  including,  but  not  limited  to,  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline, 
physical  and  mental  health  care,  and  place  of  habitation;  provided,  this  fundamental  right 
shall  not  extend  to  any  decision  or  action  by  a parent  that  threatens  clear,  immediate,  and 
substantial  physical  injury  to  the  minor  child,  nor  shall  it  pennit  a parent  to  compel  a 
minor  child  to  have  an  abortion. 

Because  this  section  specifically  requires  the  threat  of  “clear,  immediate,  and  substantial 
physical  injury  to  the  minor  child”  for  the  government  to  intervene,  the  Children’s 
Division  would  not  be  able  to  conduct  any  investigations,  including  sexual  abuse 
allegations,  in  the  same  manner  as  currently  allowed  by  law,  that  do  not  have  the 
elements  which  include  “the  threat  of  clear,  immediate,  and  substantial  physical  injury.” 
In  addition,  the  Children’s  Division  would  not  be  able  to  conduct  any  family  assessments 
or  newborn  crisis  assessments  or  respond  to  any  other  reports  made  to  the  Child  Abuse 
and  Neglect  hotline  that  do  not  involve  a threat  of  clear,  immediate,  substantial  physical 
injury.  This  section  would  create  an  initial  cost  savings  to  the  Children’s  Division.  This 
provision  would  significantly  jeopardize  the  Children’s  Division  ability  to  ensure  child 
safety. 

In  section  36.2,  the  constitution  would  be  amended  to  require  the  government  to  obtain 
parental  permission  before  gathering  or  sharing  infonnation  about  their  child  or  the 
child’s  family  for  purposes  not  directly  related  to  a criminal  investigation,  or  if  enrolled 
in  a public  school,  the  child’s  knowledge  of  academic  subjects.  Neither  the  parent  nor  the 
child  could  be  penalized  for  refusing  such  pennission. 

This  section,  as  with  the  previous  section,  would  create  an  initial  cost  savings  for  the 
Children’s  Division,  but  because  it  requires  parental  permission  before  any  information 
could  be  gathered  unless  it  is  directly  related  to  a criminal  investigation,  the  Children’s 
Division’s  ability  to  respond  to  reports  that  do  not  rise  to  the  level  of  a criminal 
investigation  would  be  significantly  hindered,  if  not  halted.  These  reports  would  include, 
but  not  be  limited  to,  family  assessments  and  newborn  crisis  assessments.  This  provision 
would  prevent  Children’s  Division  workers  from  gathering  any  information  about  the 
child  and/or  family,  even  from  other  sources,  in  an  effort  to  accurately  evaluate 
allegations  that  do  not  rise  to  the  level  of  a criminal  investigation,  thus  preventing  the 
Children’s  Division  from  being  able  to  offer  or  provide  protective  services. 

In  section  36.3,  the  constitution  would  be  amended  to  allow  parents  the  rights  to  decide 
the  educational  setting  which  will  best  prepare  their  children  to  meet  the  obligations  of 
responsible  adulthood,  including  public,  private,  parochial  or  to  educate  them  at  home. 

This  section  would  eliminate  the  Children’s  Division’s  ability  and  obligation  to 
investigate  reports  of  educational  neglect  made  to  the  Child  Abuse  and  Neglect  hotline. 

In  section  36.4,  the  constitution  would  be  amended  to  ensure  the  government  interference 
in  parental  rights  is  only  justified  if,  1)  the  interference  is  temporary  and  limited  to  the 
duration  necessary  to  protect  a child  from  a “clear,  immediate,  and  substantial  threat  of 


physical  injury;  2)  a court  of  law  has  already  made  a finding  by  clear  and  convincing 
evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment,  reckless 
endangennent,  or  physical  abuse,  as  each  of  those  tenns  are  defined  by  state  statute;  3)  a 
court  of  law  has  found  by  clear  and  convincing  evidence  that  a parent  is  mentally 
incompetent  as  defined  by  state  statute;  4)  a court  of  law  has  ruled  that  minor  child  is 
emancipated  in  accordance  with  state  statutes;  5)  a court  of  law  has  assumed  jurisdiction 
of  a minor  charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated  a 
criminal  statute;  6)  or  a court  of  law  has  assigned  parental  rights  to  one  parent  or 
someone  other  than  a biological  parent  as  a result  of  adoption  or  marital  dissolution.  If, 
after  considering  evidence,  a judge  has  first  detennined  that  a government  entity  has 
probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical 
abuse,  neglect,  or  endangennent,  it  shall  not  be  considered  interference  with  parental 
rights  acknowledged  in  this  section  for  the  government  entity  to  question  the  parent  or  the 
child  about  the  alleged  crime,  or  for  police  to  obtain  a warrant  to  search  the  parent’s 
home  for  evidence  of  the  suspected  crime. 

This  section  would  significantly  hinder  the  Children’s  Division’s  ability  to  respond  to 
allegations  of  child  abuse  and  neglect  in  a timely  or  practical  manner.  In  conjunction  with 
prior  sections  of  this  petition,  the  Children’s  Division  would  be  prohibited  from 
conducting  the  investigative  work  necessary  for  the  court  to  consider  whether  or  not  clear 
and  convincing  evidence  exists  that  there  is  a “clear,  immediate,  and  substantial  threat  of 
physical  injury”  to  the  child.  The  Children’s  Division  would  not  only  be  unable  to 
investigate,  assess,  or  gather  the  necessary  information  to  justify  its  actions,  but  it  would 
not  be  able  to  investigate,  assess,  or  gather  the  infonnation  necessary  to  determine 
whether  or  not  allegations  of  child  abuse  and  neglect  have  any  merit  or  whether  or  not  a 
child  is  safe.  Like  previous  sections,  this  section  would  create  a reduction  in 
responsibilities  for  the  Children’s  Division  and  result  in  initial  cost  savings,  but  would 
also  jeopardize  child  safety. 

In  section  36.5,  the  constitution  would  be  amended  to  allow  parents  who  believe  their 
rights  have  been  violated  or  adversely  affected  by  any  governmental  agency  or  by  any 
statute,  regulation,  ordinance  or  policy  to  file  a lawsuit  challenging  the  constitutionality 
as  such  and  seek  damages.  In  addition,  in  consideration  of  such  lawsuits,  the  courts  must 
evaluate  the  constitutionality  of  the  statutes,  regulations,  etc.  based  upon  competent 
evidence  and  award  damages  a reasonable  attorney’s  fees  for  any  infringement  of  the 
constitutional  rights. 

This  section  would  create  a fiscal  impact  to  the  Children’s  Division  as  it  would  assume 
the  legal  costs  of  defending  its  actions  in  response  to  all  lawsuits  filed  as  a result  of  this 
section  or  the  proceeding  sections  of  this  proposal  to  amend  the  constitution. 

In  section  36.6,  the  constitution  would  be  amended  to  include  a child’s  legal  guardian  in 
the  definition  of  “parent”. 

This  section  would  have  the  same  impact  as  stated  previously  related  to  all  sections  of 
this  proposal  related  to  parental  rights. 


In  addition,  the  Division  of  Legal  Services  represents  the  Children’s  Division  in  juvenile 
court  cases  and  receives  funding  from  the  federal  IV -E  program  in  order  to  provide  such 
representation.  If  this  constitutional  initiative  is  approved  by  the  voters,  it  is  expected  to 
provide  a legal  argument  to  challenge  the  constitutionality  of  current  law  governing 
juvenile  courts.  The  department  expects  that  this  will  result  in  significant  litigation 
involving  the  Department  of  Social  Services,  Juvenile  Offices  and  the  Attorney  General’s 
office.  At  the  present  time  the  juvenile  courts  have  placed  approximately  13,000  children 
in  foster  care  with  the  Children’s  Division.  In  the  event  that  every  parent's  attorney  filed  a 
motion  contesting  jurisdiction  in  each  of  the  13,000  children's  cases,  the  Children's 
Division  would  require  legal  representation  by  the  Division  of  Legal  Services  in  each  of 
these  13,000  cases.  The  American  Bar  Association  standards  for  agency  representation  in 
juvenile  court  indicates  that  a case  load  for  a state  agency  cases  is  about  40  cases,  with  60 
cases  being  considered  unmanageable.  This  would  mean  that  the  department  would  need 
approximately  60-  200  additional  attorneys  to  handle  the  cases.  It  is  also  possible  that  the 
need  for  additional  attorneys  would  be  needed  to  handle  litigation  over  how  the  law 
should  be  applied.  Once  the  Missouri  Supreme  Court  establishes  clear  precedent  on  how 
the  law  is  to  be  applied  then  the  need  for  additional  attorneys  may  decrease.  However,  it 
is  cannot  be  predicted  at  the  present  time  how  many  motions  would  be  filed.  It  is  also 
unknown  how  the  Courts  will  rule  on  how  the  language  may  impact  current  statutes 
governing  juvenile  court  process.  If  the  courts  should  detennine  that  this  constitutional 
initiative  does  not  impact  current  statutory  requirements  then  there  would  be  no  current 
fiscal  impact  upon  the  Division  of  Legal  Services.  If  the  courts  detennine  that  current 
laws  governing  the  removal  of  children  are  unconstitutional  there  could  be  a significant 
drop  in  the  number  of  children  being  brought  into  care  in  the  first  place,  thereby  reducing 
the  need  for  additional  attorneys.  With  so  much  uncertainty  on  how  the  proposed 
amendment  would  be  interpreted  and  applied  the  current  fiscal  impact  upon  the  Division 
of  Legal  Services  is  unknown. 

Additional  Comments: 

This  proposed  constitutional  amendment  significantly  affects  the  Missouri  Children’s 
Division  by  proposing  a constitutional  amendment  which  would  prohibit  governmental 
interference  with  parental  rights.  Approval  of  this  initiative  petition  request  would 
seriously  restrict  the  ability  of  the  Missouri  Children’s  Division  to  perform  many  of  its 
statutorily  required  duties  and  to  receive  federal  reimbursement  for  conducting  child 
abuse  and  neglect  investigations  and  for  operating  its  foster  care  program.  The  proposed 
amendment  will  call  into  question  the  constitutionality  of  Missouri's  child  protection 
system.  The  current  statutory  definitions  of  child  abuse  and  child  neglect,  for  example, 
would  be  inconsistent  with  this  proposed  constitutional  amendment.  Child  neglect  that 
does  not  threaten  “clear,  immediate,  and  substantial  physical  injury”  to  a minor  child 
would  no  longer  be  considered  neglect.  Sexual  abuse  would  no  longer  be  considered  to 
be  a form  of  child  abuse.  The  amendment  can  reasonably  be  expected  to  generate 
significant  litigation  in  the  courts  and  would  require  a review  and  probably  rewrite  of 
Missouri's  child  protection  statutes. 


The  ability  of  the  Children’s  Division  to  investigate  child  abuse  and  neglect,  to  ensure 
children’s  safety,  and  to  provide  services  to  children  and  families  would  be  significantly 
hindered.  This  would  lead  to  a violation  of  the  state  plan  required  by  the  Child  Abuse  and 
Prevention  Act  (CAPTA)  as  currently  set  out  in  42  USC§5106  et  seq.  Passage  of  this 
initiative  would  immediately  subject  the  Children’s  Division  to  risk  for  losing  its  federal 
funding  under  CAPTA. 

Section  36.1  provides  that  every  parent  has  a fundamental  right  to  exercise  exclusive 
control  over  all  aspects  of  their  minor  children’s  lives  without  governmental  interference, 
including,  but  not  limited  to,  decisions  regarding  their  minor  children’s  custody, 
upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health  care, 
and  place  of  habitation;  provided,  this  fundamental  right  shall  not  extend  to  any  decision 
or  action  by  a parent  that  threatens  clear,  immediate,  and  substantial  physical  injury  to  the 
minor  child,  nor  shall  it  permit  a parent  to  compel  a minor  child  to  have  an  abortion.  This 
section  significantly  raises  and  changes  the  current  legal  standard  by  which  a parent’s 
right  to  custody  may  be  abridged.  For  instance,  under  this  section  a parent  may  neglect 
the  welfare  of  a child  or  sexually  abuse  a minor  child  without  having  an  effect  on  the 
parent’s  right  to  custody. 

This  section  would  prevent  the  Children’s  Division  from  conducting  investigations  or 
assessments  in  the  manner  currently  authorized  by  law.  this  is  because  the  proposed 
amendment  would  require  evidence  of  a threat  of  “clear,  immediate,  and  substantial 
physical  injury  to  the  minor  child”  before  any  form  of  governmental  interference  could 
take  place.  This  provision  could  significantly  jeopardize  the  Children’s  Division  ability  to 
ensure  a child’s  safety.  The  proposed  amendment  does  not  include  sexual  abuse  as  a 
threat  that  would  authorize  governmental  interference.  It  also  does  not  include  other 
known,  significant  threats  to  child  welfare  and  safety  such  as  drug  abuse.  Finally,  in 
many  cases  of  child  abuse  or  neglect  are  emergencies  based  upon  incomplete 
information.  Increasing  the  standard  of  proof  will  make  it  impossible  for  child  protection 
authorities  to  take  prompt  action  in  cases  where  there  is  less  than  clear  and  convincing 
evidence. 

Section  36.2  requires  a governmental  agency  to  obtain  parental  permission  before 
gathering  or  sharing  information  about  a child  or  the  child’s  family  for  purposes  not 
directly  related  to  a criminal  investigation.  Because  child  abuse  and  neglect  investigations 
are  not  criminal  investigations,  the  Children’s  Division  would  need  to  obtain  parental 
pennission  prior  to  gathering  any  infonnation  about  a child.  In  essence,  the  Children’s 
Division  would  need  a parent’s  permission  to  conduct  a hotline  investigation  or 
assessment.  This  section  provides  that  a parent  or  a child  cannot  be  punished  or  penalized 
if  the  parent  refuses  such  pennission.  As  a result,  the  Children’s  Division  will  be  able  to 
conduct  child  abuse  and  neglect  investigations  and  assessments  under  Section  210.145 
RSMo  only  when  a parent  gives  pennission  to  conduct  the  investigation  or  assessment. 
This  section  does  not  address  the  question  about  what  should  occur  when  only  one  parent 
grants  permission  for  gathering  or  sharing  information  about  a child  and  whether  the 
consent  of  both  parents  is  required.  Accordingly,  the  ability  of  the  Children’s  Division  to 
conduct  investigations  and  family  assessments  under  Section  210.145  RSMo  would  be 


significantly  hampered.  Because  the  Children’s  Division  would  be  unable  to  provide 
protective  services  in  many  circumstances,  the  safety  of  many  children  will  be  in 
jeopardy. 

Section  36.3  allows  a parent  the  right  to  decide  the  educational  setting  for  his  or  her 
children,  including  public  schooling,  private  schooling,  parochial  schooling  or  home 
schooling.  This  would  prevent  the  Children’s  Division  from  conducting  investigations  or 
assessments  based  upon  educational  neglect.  This  would  also  result  in  a new 
interpretation  of  neglect  under  Section  210.110  RSMo  by  excluding  “education  as 
required  by  law”  from  the  definition. 

Section  36.4  provides  that  governmental  interference  in  parental  rights  is  only  justified  if, 
1)  the  interference  is  temporary  and  limited  to  the  duration  necessary  to  protect  a child 
from  a “clear,  immediate,  and  substantial  threat  of  physical  injury;  2)  a court  of  law  has 
already  made  a finding  by  clear  and  convincing  evidence  that  a parent  has  knowingly 
exposed  a child  to  neglect,  abandonment,  reckless  endangerment,  or  physical  abuse,  as 
each  of  those  terms  are  defined  by  state  statute;  3)  a court  of  law  has  found  by  clear  and 
convincing  evidence  that  a parent  is  mentally  incompetent  as  defined  by  state  statute;  4)  a 
court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes; 
5)  a court  of  law  has  assumed  jurisdiction  of  a minor  charged  with  violating  or  found 
beyond  a reasonable  doubt  to  have  violated  a criminal  statute;  6)  or  a court  of  law  has 
assigned  parental  rights  to  one  parent  or  someone  other  than  a biological  parent  as  a 
result  of  adoption  or  marital  dissolution.  This  section  significantly  impacts  the  ability  of  a 
juvenile  court  to  assume  custody  of  a minor  child.  It  substantially  changes  the  manner  in 
which  juvenile  court  petitions  are  filed  and  the  manner  in  which  children  are  removed 
from  a parent’s  custody.  It  may  also  render  unconstitutional  some  portions  of  the  probate 
code  relating  to  minor  guardianships.  It  is  particularly  important  to  note  that  this 
subsection  does  not  include  sexual  abuse  as  one  of  the  factors  that  authorizes  a court  to 
authorize  governmental  action.  This  will  severely  limit  the  ability  of  courts  and  juvenile 
authorities  to  protect  children  in  cases  of  known  or  suspected  sexual  abuse. 

Missouri  Supreme  Court  Rule  123.01  authorizes  a juvenile  to  be  taken  into  judicial 
custody  pursuant  to  an  order  of  court  or  by  a law  enforcement  officer  or  physician  who 
has  reasonable  cause  to  believe  that  the  juvenile  is  in  imminent  danger  of  suffering 
serious  physical  harm  or  a threat  to  life  as  a result  of  abuse  or  neglect.  The  comment  to 
this  rule  cites  the  case  of  Heartland  v.  Waddle,  427  F.3d  525  (8th  Cir.  2005)  as  a 
reference  for  when  a juvenile  may  be  taken  into  judicial  custody.  Section  36.4  changes 
this  well-established  standard  and  would  subsequently  prevent  the  operation  of  Missouri 
Supreme  Court  Rules  123.03  and  123.04  relating  to  temporary  protective  custody. 
Section  36.4  raises  the  standard  for  continued  removal  of  a child  from  the  probable  cause 
standard  to  believe  that  juvenile  jurisdiction  exists  under  Section  211.031  RSMo  to  a 
standard  requiring  a finding  by  clear  and  convincing  evidence.  As  a result,  this  section 
discourages  the  taking  of  any  child  into  either  judicial  custody  or  temporary  protective 
custody  unless  there  is  also  a court  adjudication  by  clear  and  convincing  evidence.  In 
conjunction  with  the  inability  of  the  Children’s  Division  to  conduct  child  abuse  and 
neglect  investigations  and  assessments,  this  section  will  have  a profound  effect  upon  the 


juvenile  court  system  as  a whole.  It  may  be  essentially  impossible  for  a juvenile  officer  to 
present  a case  to  a juvenile  court  that  would  result  in  clear  and  convincing  evidence  of 
child  abuse  or  neglect  without  first  being  having  been  given  the  ability  or  opportunity  to 
gather  evidence  necessary  for  the  court  to  consider. 

Section  36.5  provides  a parent  who  believes  his  or  her  rights  to  have  been  violated  or 
adversely  affected  by  any  governmental  agency  or  by  any  statute,  regulation,  ordinance 
or  policy  to  file  a lawsuit  challenging  the  constitutionality  of  such  and  to  seek  damages. 
This  section  would  have  a considerable  chilling  effect  upon  any  person  or  governmental 
agency  participating  in  the  juvenile  court  process  and  the  investigation  of  reports  of  child 
abuse  and  neglect.  Child  abuse  investigators  will  be  faced  with  the  impossible  choice  of 
taking  reasonable  steps  to  protect  a child  from  sexual  abuse,  physical  abuse  or  neglect 
and  risking  personal  liability  for  damages  in  court.  The  department  can  reasonably  expect 
that  this  will  result  in  fewer  qualified  individuals  entering  the  field  of  child  protection. 
The  imposition  of  civil  liability  for  damages  will  open  the  door  for  many  lawsuits.  The 
defense  of  these  lawsuits  will  be  expensive.  It  is  simply  not  possible  to  give  an  accurate 
estimate  of  the  potential  liability,  but  it  could  easily  exceed  a million  dollars  per  year. 
This  section  would  create  an  impact  upon  state  legal  defense  fund  and  the  Office  of  the 
Attorney  General  which  defends  the  fund. 

The  Children’s  Division  receives  appropriations  from  the  legislature  each  year  for  funds 
in  excess  of  $100  million  so  that  the  Children’s  Division  may  conduct  a foster  care 
program.  The  foster  care  program  is  substantially  supported  by  money  provided  through 
the  federal  IV-E  program.  Section  36  will  inevitably  lead  to  violations  of  the  state  plan 
for  foster  children  and  it  is  probable  that  this  will  result  in  the  loss  of  federal  dollars  that 
support  the  state’s  foster  care  program. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  initiative  petition  amends  Article  I,  of  the  Missouri  Constitution  by  adding  Section 
36.  The  addition  to  the  Bill  of  Rights  states  that  parents  have  the  right  to  exercise 
exclusive  control  over  all  aspects  of  their  minor  children’s  lives  without  governmental 
interference.  However,  the  government  can  intervene  in  certain  circumstance  when  the 
child  is  in  danger  of  physical  injury  or  when  the  parent  is  declared  mentally  incompetent. 
The  new  provision  would  also  prevent  the  government  from  collecting  or  sharing 
information  about  children  unless  it  is  directly  related  to  a criminal  investigation.  Any 


parent  may  file  a lawsuit  if  they  feel  their  rights  have  been  adversely  affected  by  any 
statute,  regulation,  ordinance,  policy  or  other  act  of  governmental  authority. 

To  the  extent  a court  awards  damages  and  attorney’s  fees  for  infringement  of  this 
constitutional  right  payable  by  the  state,  this  proposal  could  have  a fiscal  impact  to  their 
office  through  additional  Legal  Expense  Fund  payments. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  the  operations  of  their 
office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 
amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  our  office  reserves  the  right  to 
request  funding  to  meet  the  cost  of  its  publishing  requirements  if  the  Governor  and  the 
General  Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an 
estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Jasper  County  indicated  no  significant  effect  on  budget  of  their  county. 


Officials  from  the  City  of  Kansas  City  indicated: 


Section  1 could  be  construed  such  that  unvaccinated  children  could  no  longer  be 
excluded  from  school  in  the  event  of  an  outbreak.  This  would  seriously  impact  public 
health  and  have  a negative  fiscal  impact  on  cities. 

Sections  2 and  5 have  an  exception  for  criminal  matters.  However,  traffic  code  violations 
and  other  ordinance  violations  are  quasi-criminal  in  nature.  These  sections  could  be 
construed  to  prohibit  police  officers  from  obtaining  drivers’  license/permit  information 
from  15,  16  and  17-year  olds,  writing  them  traffic  tickets,  and  then  prosecuting  them  in 
municipal  courts.  The  same  applies  to  disturbing  the  peace,  loitering,  and  other  ordinance 
violations.  If  city  ordinances  can’t  be  enforced  against  minors  without  the  parent’s 
consent  because  they  are  quasi-criminal  and  not  criminal,  there  will  be  a tremendous 
financial  impact  if  cities  are  unable  to  preserve  public  peace  and  public  safety. 

These  costs  cannot  be  estimated. 

Officials  from  the  City  of  St.  Joseph  indicated  there  is  no  obvious  cost  savings  or  fiscal 
impact  on  the  city  unless  frivolous  lawsuits  arise  from  the  authority  provided  in  section  5. 

Officials  from  Metropolitan  Community  College  indicated  this  has  no  financial  impact 
on  their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of 
Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Any  potential  costs  or  savings  from  this  proposal  to  state  and  local  governmental  entities  is 
unknown.  However,  the  proposal's  passage  will  likely  lead  to  increased  litigation-related  costs 
and  impact  the  ability  of  state  and  local  governments  to  provide  certain  health  and  welfare 


services. 
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JAMES  C.  KIRKPATRICK 

Statk  Information  Ckntf.r 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751  2301 


February  9,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I,  version  1 (2016-021) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  F ebruary  6,2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


state 


Jason  Kander 

cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County  . 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri, 
for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself 

says:  1 have  personally  signed  this  petition;  1 am  a registered  voter  of  the  state  of  Missouri  and County  (or 

city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 

(Official  Ballot  title.) 


CIRCULATOR'S  AFFIDAVIT 
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STATE  OF  MISSOURI,  COUNTY  OF 


XT 
* • 

cn 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONOR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

1. 

2. 

2. 

3. 

3. 

4. 

4. 

5. 

5. 

6. 

6. 

7. 

7. 

8. 

8. 

9. 

9. 

10. 

10. 

SlgllVU  Llllj  V/l  uiv  . v..  r ’ o - , 

stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  ot  the 
state  of  Missouri  and County. 

FI  1RTHFRMORF  I HFRFBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE  TRUE 
AND^ORRK^AND  TOAT I H^^N^ERBE^  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE 

INVOLVING  FORGERY.  , ....  ...  ..  ... 

1 am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  It  paid,  list 

the  payer: 


Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of A.D. 

Signature  of  Notary 


Notary  Public  (Seal) 

My  commission  expires 


Address  of  Notary 


Article  I - Bill  of  Rights 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  1,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as  follows: 


In  order  to  assert  our  rights , acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government 
is  founded,  we  declare: 

Section  36.  1 . That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all  aspects  of 
their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to.  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health 
care,  and  place  of  habitation:  provided,  this  fundamental  right  shall  not  extend  to  anv  decision  or  action  bv  a parent 
that  threatens  clear,  immediate,  and  substantial  physical  injury  to  their  minor  child,  nor  shall  it  permit  a parent  to 
compel  a minor  child  to  have  an  abortion. 

2.  That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s  explicit 
permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child's  family  members  for 
purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the  child’s  knowledge  of 
academic  subjects;  neither  the  parent  nor  child  shall  in  anv  way  be  punished  or  penalized  if  the  parent  refuses  such 
permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their  children  to  meet 
the  obligations  of  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their  children  educated  in  public, 
private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an  alternative  to  enrolling  the  children  in  anv 
school:  provided,  nothing  in  this  section  shall  require  or  prohibit  anv  state  or  local  government  to  fund  or  subsidize 
education  in  a non-public  school  setting  or.  unless  otherwise  required  bv  law,  require  a public  school  to  enroll  or 
educate  a child  who  does  not  live  in  that  public  school’s  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental  rights 

acknowledged.,  in  this  section  if  (I)  the  interference  is  temporary  and  limited  to  only  the  degree  and  duration 
necessary  to  protect  a child  from  a clear,  immediate  and  substantial  threat  of  physical  injury;  (2)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment- 
reckless  endangerment,  or  physical  abuse,  as  each  of  those  terms  are  defined  bv  state  statute:  (3)  a court  of  law  has 
found  by  clear  and  convincing  evidence  that  a parent  is  mentally  incompetent  as  that  term  is  defined  bv  state  statute: 
(4)  a court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes:  a court  of  law  has 

assumedjurisdiction  over_a  minor  chil.d_charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated 
a criminal  statute;  or  (6)  a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological 
parent  as  a result  of  adoption  or  marital  dissolution.  If.  after  considering  evidence,  a judge  has  first  determined  that 
a government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical  abuse- 
neglect,  or  endangerment,  it  shall  not  be  considered  an  interference  with  the  parental  rights  acknowledged  in  this 
section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged  crime,  or  for  police  to  obtain  a 
warrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  anv  parent  whose  rights  under  this  section  have  been  adversely  affected  hv  anv  statute,  regulation- 
ordinance,  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a lawsuit  challenging  the 
cpnstifutiona.ljty_pf  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government  authority,  and  seeking 
damages  against  the  government  entityjresponsible  for  the  violation  of  the  parent’s  rights.  In  considering  such  a 
lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of 
government  authority  being  challenged,  may  not  defer  to  claims  made  bv  a government  entity  that  the  statute- 
regulation, ordinance.  policy,  or  other  act  of  government  authority  is  justified  unless  the  government  entity  supports 
all  such  claims  with  competent  evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  anv 
infringement  of  this  constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 


6..  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-021) 


Subject 

Initiative  petition  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 
Article  I.  (Received  February  9,  2015) 


Date 


March  2,  2015 

Description 

This  proposal  would  amend  Article  I of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  and  the  St.  Louis  Community  College. 


Assumptions 

Officials  from  the  Attorney  General's  office  (AGO)  indicated  this  proposal  allows  any 
parent  whose  rights  have  been  adversely  affected  by  governmental  action  to  file  suit 


challenging  the  constitutionality  of  the  governmental  action  and  to  seek  damages  against 
the  governmental  entity  responsible  for  the  violation  of  the  parent’s  rights.  The  AGO  is 
under  a legal  obligation  to  represent  various  state  departments  and  agencies.  Therefore, 
the  AGO  assumes  that  any  potential  costs  arising  from  this  proposal  can  be  absorbed  with 
existing  resources  but  may  seek  additional  appropriations  if  the  proposal  results  in  a 
significant  increase  in  cases. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  will  be  unknown  costs  incurred  by  local  school  districts  to  obtain  parents’  explicit 
pennission. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  it 
would  not  have  a direct  fiscal  impact  on  their  department.  However,  subsection  2 of 
section  36  states,  in  part,  that  “neither  the  parent  nor  child  shall  in  any  way  be  punished 
or  penalized  if  the  parent  refuses  such  permission.”  The  Department  of  Higher  Education 
administers  several  state  funded  student  aid  programs  that  require  the  submission  of 
information  about  the  student  and,  in  some  instances,  their  family  in  order  to  determine 
their  eligibility  to  receive  funds  through  those  programs.  A parent’s  refusal  to  provide 
such  information  makes  it  impossible  for  the  department  to  determine  the  eligibility  of 
the  student  and,  therefore,  to  provide  the  student  with  an  award  under  such  a program.  It 
is  not  clear  if  this  could  be  interpreted  as  penalizing  the  student  as  would  be  prohibited  by 
this  provision  of  the  petition. 

Officials  from  the  Department  of  Health  and  Senior  Services  (DHSS)  indicated  this 
proposal  will  have  an  unknown  fiscal  impact  on  state  and  federal  funds,  and  no  impact  on 
local  funds. 

This  proposal  will  have  an  unknown  economic  impact  on  small  businesses.  DHSS  works 
with  numerous  small  businesses  to  carry  out  its  public  health  functions  and  does  not 
know  what  impact  the  proposed  may  have  to  these  entities. 

Section  36.2  would  prohibit  DHSS  from  collecting  or  sharing  any  information  or  data 
about  a child  without  the  explicit  consent  of  the  parent.  There  are  many  public  health 
functions  authorized  by  current  law  that  involve  the  collection  or  sharing  of  data  which 
do  not  require  the  explicit  consent  of  the  parent.  These  functions  have  been  legislated  by 
federal  and  state  statutes  and  implemented  over  the  years  because  the  timely  and 
complete  collection  and/or  sharing  of  data  are  critical  to  preventing  the  loss  of  life, 
minimize  the  consequences  of  a congenital  anomaly  or  condition,  stopping  the  spread  of 
dangerous  and  costly  communicable  diseases,  and  supplying  data  to  improve  the  overall 


population  health  of  Missourians.  This  proposal  would  supersede  these  federal  and  state 
laws  resulting  in  a destruction  of  the  essential  functions  of  public  health. 

Section  36.2  of  the  proposed  constitutional  amendment  would  result  in  an  unknown 
negative  fiscal  impact  for  the  Division  of  Community  and  Public  Health. 

First,  there  would  be  costs  to  establish  partnerships  and  processes  to  acquire  explicit 
consent.  Requiring  explicit  consent  would  require  the  assistance  of  many  stakeholders  to 
the  public  health  system,  such  as  hospitals,  direct  care  providers,  laboratories,  schools, 
etc.  These  entities  are  the  primary  providers  of  services  and  acquire  the  data  initially. 
Collecting  the  explicit  consent  will  also  require  the  establishment  of  forms,  modifications 
to  existing  electronic  infonnation  systems,  new  information  systems,  and  additional  staff 
to  collect  and  track  the  consents.  These  stakeholders  may  also  request  funding  in  order  to 
assist  the  department  in  obtaining  the  explicit  consent. 

Secondly,  there  would  be  treatment  costs  and  societal  costs  associated  with  the  time 
delays  in  collecting  and  reporting  of  critical  data  should  explicit  consent  be  required.  For 
example,  elevated  blood  lead  levels  in  children  would  not  be  automatically  reported  to 
DHSS.  A healthcare  provider  would  first  need  to  obtain  the  parent’s  consent  in  order  to 
report  the  result  to  the  department.  The  time  lost  to  this  process  results  in  a delay  of  the 
department  initiating  an  environmental  health  risk  assessment  and  working  with  the  local 
public  health  agency  to  initiate  nursing  case  management  in  order  to  reduce  the  blood 
lead  level.  The  most  devastating  scenario  would  be  the  consequences  (loss  of  life)  if  a 
parent  refused  to  give  this  consent.  Timely  treatment  of  elevated  blood  lead  levels  is 
essential  to  minimizing  medical  intervention  and  cognitive  impairments.  Another 
example  would  be  the  reporting  of  tuberculosis  infection.  If  reported  timely,  the  treatment 
may  be  outpatient  and  of  less  program  cost  to  the  department  than  an  infection  that  needs 
intensive  inpatient  care.  A third  example  would  be  that  the  potential  lack  of  reporting  just 
one  incident  of  a reportable  communicable  disease  spirals  into  an  outbreak  jeopardizing 
the  health  of  an  unquantifiable  number  of  Missourians.  There  are  endless  examples  of 
how  timely  intervention  through  the  department  programs  results  in  the  increased 
likelihood  of  positive  health  outcomes  and  reduced  societal  and  medical  costs. 

Thirdly,  this  amendment  would  likely  result  in  the  loss  of  quality  data  and  diminish  the 
data  surveillance  activities  of  the  department.  The  ability  to  collect  comprehensive  sets  of 
data  will  remove  the  department’s  greatest  tool  in  identifying  disease  trends  that  guide 
targeted  health  outreach  and  prevention  activities.  Common  health  indicators  regarding 
births,  fetal  deaths,  abortions,  teen  pregnancy,  and  smoking  rates  are  examples  of  some  of 
the  data  that  may  no  longer  be  available.  The  inability  to  work  on  improving  health 
outcomes  will  lead  to  higher  medical,  societal  and  program  costs  in  the  future.  It  is  also 
likely  that  Missouri  would  see  a loss  in  federal  grant  funds  for  activities  that  fund  disease 
prevention  and  require  frequent  and  complete  data  reports.  It  is  also  likely  that  Missouri 
could  miss  new  federal  funding  opportunities  because  of  the  lack  of  data  to  prove 
Missouri’s  need  compared  to  national  and  other  state’s  data. 


A listing  of  current  public  health  activities  that  would  have  direct  impact  from  this 
amendment  include: 

• birth  certificate  registration 

• newborn  blood  spot  screening 

• newborn  hearing  screening 

• critical  congenital  heart  disease  screening 

• childhood  lead  prevention  and  environmental  risk  assessment/nursing  case 
management  for  elevated  blood  lead  levels 

• data  collection  and  evaluation  from  patient  abstract  data  reported  by  hospitals  and 
ambulatory  surgery  centers 

• infectious  and  communicable  disease  surveillance  and  investigation 

• healthcare  associated  infection  surveillance 

• state  immunization  registry 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  not  have 
an  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  will  have  an 
unknown  fiscal  impact  on  state,  federal,  and  local  funds. 

This  proposed  amendment  could  have  significant  impact  on  small  businesses  who  work 
with  children  in  the  state.  The  impact  is  unknown. 


The  long  range  implications  of  this  proposal  to  amend  the  constitution  are  significant 
both  fiscally  and  programmatically. 


Should  the  constitution  be  amended  in  accordance  with  this  proposal,  the  Children’s 
Division  would  expect  significant  cost  savings  initially,  due  to  necessary  programmatic 
changes  to  come  into  compliance  with  the  provisions  of  this  proposed  petition. 

The  Children’s  Division’s  ability  to  conduct  child  abuse  and  neglect  investigations  and 
assessments,  provide  protective  services  and  ensure  children’s  safety  would  be 
significantly  reduced. 

The  cost  savings  experienced  initially  by  the  Children’s  Division  will  likely  result  in  a 
failure  to  protect  children,  ensure  safety,  and  otherwise  provide  the  necessary  services  to 
offer  the  best  chance  for  abused  and  neglected  children  to  become  independent, 
responsible,  self-sufficient  adults  free  from  the  future  need  of  government  intervention. 

A study  by  Prevent  Child  Abuse  America  cites  the  indirect  costs  that  result  as  a 
consequence  of  child  abuse  such  as: 

• Special  Education  and  Early  Intervention  Services  - Many  children  who  have 
suffered  abuse  require  special  education  services  and  early  intervention  services 
to  manage  developmental  delays.  The  rate  of  special  education  services  is  6% 
higher  than  the  national  average  for  children  who  have  been  maltreated. 

• Emergency/Transitional  Housing  - Children  who  experience  abuse  are  more 
likely  to  experience  homelessness  as  adults.  Of  children  who  experience 
childhood  physical  abuse,  27.8%  experience  homelessness  as  adults. 

• Mental  Health  and  Health  Care  - The  average  annual  cost  of  physical  and  mental 
health  care  is  $591  higher  for  women  who  experienced  physical  or  sexual  abuse 
as  children. 

• Juvenile  Delinquency  - 27%  of  children  who  have  experienced  maltreatment  will 
engage  in  acts  of  juvenile  delinquency. 

• Adult  Criminal  Justice  - 13%  of  all  violent  crime  can  be  attributed  to  early 
childhood  maltreatment. 

https://www.preventchildabusenc.org/assets/preventchildabusenc/files/$cms$/100/1299.p 
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The  department  believes  the  societal  costs  of  not  doing  child  abuse  and  neglect 
investigations  would  exceed  any  potential  cost  savings  experienced. 

This  petition  request  proposes  a constitutional  amendment  related  to  governmental 
interference  with  parental  rights. 

If  the  constitution  were  to  be  amended  in  accordance  with  the  language  in  this  petition, 
the  Children’s  Division  would  be  impacted  fiscally  and  programmatically.  The 
Children’s  Division’s  ability  to  investigate  child  abuse  and  neglect,  ensure  children’s 
safety,  and  provide  protective  services  to  children  and  families  would  be  significantly 
impacted. 

In  section  36.1,  the  constitution  would  be  amended  to  state  that  every  parent  has  a 
fundamental  right  to  exercise  exclusive  control  over  all  aspects  of  their  minor  children’s 


lives  without  governmental  interference,  including,  but  not  limited  to,  decisions  regarding 
their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline, 
physical  and  mental  health  care,  and  place  of  habitation;  provided,  this  fundamental  right 
shall  not  extend  to  any  decision  or  action  by  a parent  that  threatens  clear,  immediate,  and 
substantial  physical  injury  to  the  minor  child,  nor  shall  it  pennit  a parent  to  compel  a 
minor  child  to  have  an  abortion. 

Because  this  section  specifically  requires  the  threat  of  “clear,  immediate,  and  substantial 
physical  injury  to  the  minor  child”  for  the  government  to  intervene,  the  Children’s 
Division  would  not  be  able  to  conduct  any  investigations,  including  sexual  abuse 
allegations,  in  the  same  manner  as  currently  allowed  by  law,  that  do  not  have  the 
elements  which  include  “the  threat  of  clear,  immediate,  and  substantial  physical  injury.” 
In  addition,  the  Children’s  Division  would  not  be  able  to  conduct  any  family  assessments 
or  newborn  crisis  assessments  or  respond  to  any  other  reports  made  to  the  Child  Abuse 
and  Neglect  hotline  that  do  not  involve  a threat  of  clear,  immediate,  substantial  physical 
injury.  This  section  would  create  an  initial  cost  savings  to  the  Children’s  Division.  This 
provision  would  significantly  jeopardize  the  Children’s  Division  ability  to  ensure  child 
safety. 

In  section  36.2,  the  constitution  would  be  amended  to  require  the  government  to  obtain 
parental  permission  before  gathering  or  sharing  infonnation  about  their  child  or  the 
child’s  family  for  purposes  not  directly  related  to  a criminal  investigation,  or  if  enrolled 
in  a public  school,  the  child’s  knowledge  of  academic  subjects.  Neither  the  parent  nor  the 
child  could  be  penalized  for  refusing  such  pennission. 

This  section,  as  with  the  previous  section,  would  create  an  initial  cost  savings  for  the 
Children’s  Division,  but  because  it  requires  parental  permission  before  any  information 
could  be  gathered  unless  it  is  directly  related  to  a criminal  investigation,  the  Children’s 
Division’s  ability  to  respond  to  reports  that  do  not  rise  to  the  level  of  a criminal 
investigation  would  be  significantly  hindered,  if  not  halted.  These  reports  would  include, 
but  not  be  limited  to,  family  assessments  and  newborn  crisis  assessments.  This  provision 
would  prevent  Children’s  Division  workers  from  gathering  any  information  about  the 
child  and/or  family,  even  from  other  sources,  in  an  effort  to  accurately  evaluate 
allegations  that  do  not  rise  to  the  level  of  a criminal  investigation,  thus  preventing  the 
Children’s  Division  from  being  able  to  offer  or  provide  protective  services. 

In  section  36.3,  the  constitution  would  be  amended  to  allow  parents  the  rights  to  decide 
the  educational  setting  which  will  best  prepare  their  children  to  meet  the  obligations  of 
responsible  adulthood,  including  public,  private,  parochial  or  to  educate  them  at  home. 

This  section  would  eliminate  the  Children’s  Division’s  ability  and  obligation  to 
investigate  reports  of  educational  neglect  made  to  the  Child  Abuse  and  Neglect  hotline. 

In  section  36.4,  the  constitution  would  be  amended  to  ensure  the  government  interference 
in  parental  rights  is  only  justified  if,  1)  the  interference  is  temporary  and  limited  to  the 
duration  necessary  to  protect  a child  from  a “clear,  immediate,  and  substantial  threat  of 


physical  injury;  2)  a court  of  law  has  already  made  a finding  by  clear  and  convincing 
evidence  that  a parent  has  knowingly  exposed  a child  to  neglect,  abandonment,  reckless 
endangennent,  or  physical  abuse,  as  each  of  those  tenns  are  defined  by  state  statute;  3)  a 
court  of  law  has  found  by  clear  and  convincing  evidence  that  a parent  is  mentally 
incompetent  as  defined  by  state  statute;  4)  a court  of  law  has  ruled  that  minor  child  is 
emancipated  in  accordance  with  state  statutes;  5)  a court  of  law  has  assumed  jurisdiction 
of  a minor  charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated  a 
criminal  statute;  6)  or  a court  of  law  has  assigned  parental  rights  to  one  parent  or 
someone  other  than  a biological  parent  as  a result  of  adoption  or  marital  dissolution.  If, 
after  considering  evidence,  a judge  has  first  detennined  that  a government  entity  has 
probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical 
abuse,  neglect,  or  endangennent,  it  shall  not  be  considered  interference  with  parental 
rights  acknowledged  in  this  section  for  the  government  entity  to  question  the  parent  or  the 
child  about  the  alleged  crime,  or  for  police  to  obtain  a warrant  to  search  the  parent’s 
home  for  evidence  of  the  suspected  crime. 

This  section  would  significantly  hinder  the  Children’s  Division’s  ability  to  respond  to 
allegations  of  child  abuse  and  neglect  in  a timely  or  practical  manner.  In  conjunction  with 
prior  sections  of  this  petition,  the  Children’s  Division  would  be  prohibited  from 
conducting  the  investigative  work  necessary  for  the  court  to  consider  whether  or  not  clear 
and  convincing  evidence  exists  that  there  is  a “clear,  immediate,  and  substantial  threat  of 
physical  injury”  to  the  child.  The  Children’s  Division  would  not  only  be  unable  to 
investigate,  assess,  or  gather  the  necessary  information  to  justify  its  actions,  but  it  would 
not  be  able  to  investigate,  assess,  or  gather  the  infonnation  necessary  to  determine 
whether  or  not  allegations  of  child  abuse  and  neglect  have  any  merit  or  whether  or  not  a 
child  is  safe.  Like  previous  sections,  this  section  would  create  a reduction  in 
responsibilities  for  the  Children’s  Division  and  result  in  initial  cost  savings,  but  would 
also  jeopardize  child  safety. 

In  section  36.5,  the  constitution  would  be  amended  to  allow  parents  who  believe  their 
rights  have  been  violated  or  adversely  affected  by  any  governmental  agency  or  by  any 
statute,  regulation,  ordinance  or  policy  to  file  a lawsuit  challenging  the  constitutionality 
as  such  and  seek  damages.  In  addition,  in  consideration  of  such  lawsuits,  the  courts  must 
evaluate  the  constitutionality  of  the  statutes,  regulations,  etc.  based  upon  competent 
evidence  and  award  damages  a reasonable  attorney’s  fees  for  any  infringement  of  the 
constitutional  rights. 

This  section  would  create  a fiscal  impact  to  the  Children’s  Division  as  it  would  assume 
the  legal  costs  of  defending  its  actions  in  response  to  all  lawsuits  filed  as  a result  of  this 
section  or  the  proceeding  sections  of  this  proposal  to  amend  the  constitution. 

In  section  36.6,  the  constitution  would  be  amended  to  include  a child’s  legal  guardian  in 
the  definition  of  “parent”. 

This  section  would  have  the  same  impact  as  stated  previously  related  to  all  sections  of 
this  proposal  related  to  parental  rights. 


In  addition,  the  Division  of  Legal  Services  represents  the  Children’s  Division  in  juvenile 
court  cases  and  receives  funding  from  the  federal  IV -E  program  in  order  to  provide  such 
representation.  If  this  constitutional  initiative  is  approved  by  the  voters,  it  is  expected  to 
provide  a legal  argument  to  challenge  the  constitutionality  of  current  law  governing 
juvenile  courts.  The  department  expects  that  this  will  result  in  significant  litigation 
involving  the  Department  of  Social  Services,  Juvenile  Offices  and  the  Attorney  General’s 
office.  At  the  present  time  the  juvenile  courts  have  placed  approximately  13,000  children 
in  foster  care  with  the  Children’s  Division.  In  the  event  that  every  parent's  attorney  filed  a 
motion  contesting  jurisdiction  in  each  of  the  13,000  children's  cases,  the  Children's 
Division  would  require  legal  representation  by  the  Division  of  Legal  Services  in  each  of 
these  13,000  cases.  The  American  Bar  Association  standards  for  agency  representation  in 
juvenile  court  indicates  that  a case  load  for  a state  agency  cases  is  about  40  cases,  with  60 
cases  being  considered  unmanageable.  This  would  mean  that  the  department  would  need 
approximately  60-  200  additional  attorneys  to  handle  the  cases.  It  is  also  possible  that  the 
need  for  additional  attorneys  would  be  needed  to  handle  litigation  over  how  the  law 
should  be  applied.  Once  the  Missouri  Supreme  Court  establishes  clear  precedent  on  how 
the  law  is  to  be  applied  then  the  need  for  additional  attorneys  may  decrease.  However,  it 
is  cannot  be  predicted  at  the  present  time  how  many  motions  would  be  filed.  It  is  also 
unknown  how  the  Courts  will  rule  on  how  the  language  may  impact  current  statutes 
governing  juvenile  court  process.  If  the  courts  should  detennine  that  this  constitutional 
initiative  does  not  impact  current  statutory  requirements  then  there  would  be  no  current 
fiscal  impact  upon  the  Division  of  Legal  Services.  If  the  courts  detennine  that  current 
laws  governing  the  removal  of  children  are  unconstitutional  there  could  be  a significant 
drop  in  the  number  of  children  being  brought  into  care  in  the  first  place,  thereby  reducing 
the  need  for  additional  attorneys.  With  so  much  uncertainty  on  how  the  proposed 
amendment  would  be  interpreted  and  applied  the  current  fiscal  impact  upon  the  Division 
of  Legal  Services  is  unknown. 

Additional  Comments: 

This  proposed  constitutional  amendment  significantly  affects  the  Missouri  Children’s 
Division  by  proposing  a constitutional  amendment  which  would  prohibit  governmental 
interference  with  parental  rights.  Approval  of  this  initiative  petition  request  would 
seriously  restrict  the  ability  of  the  Missouri  Children’s  Division  to  perform  many  of  its 
statutorily  required  duties  and  to  receive  federal  reimbursement  for  conducting  child 
abuse  and  neglect  investigations  and  for  operating  its  foster  care  program.  The  proposed 
amendment  will  call  into  question  the  constitutionality  of  Missouri's  child  protection 
system.  The  current  statutory  definitions  of  child  abuse  and  child  neglect,  for  example, 
would  be  inconsistent  with  this  proposed  constitutional  amendment.  Child  neglect  that 
does  not  threaten  “clear,  immediate,  and  substantial  physical  injury”  to  a minor  child 
would  no  longer  be  considered  neglect.  Sexual  abuse  would  no  longer  be  considered  to 
be  a form  of  child  abuse.  The  amendment  can  reasonably  be  expected  to  generate 
significant  litigation  in  the  courts  and  would  require  a review  and  probably  rewrite  of 
Missouri's  child  protection  statutes. 


The  ability  of  the  Children’s  Division  to  investigate  child  abuse  and  neglect,  to  ensure 
children’s  safety,  and  to  provide  services  to  children  and  families  would  be  significantly 
hindered.  This  would  lead  to  a violation  of  the  state  plan  required  by  the  Child  Abuse  and 
Prevention  Act  (CAPTA)  as  currently  set  out  in  42  USC§5106  et  seq.  Passage  of  this 
initiative  would  immediately  subject  the  Children’s  Division  to  risk  for  losing  its  federal 
funding  under  CAPTA. 

Section  36.1  provides  that  every  parent  has  a fundamental  right  to  exercise  exclusive 
control  over  all  aspects  of  their  minor  children’s  lives  without  governmental  interference, 
including,  but  not  limited  to,  decisions  regarding  their  minor  children’s  custody, 
upbringing,  education,  religious  instruction,  discipline,  physical  and  mental  health  care, 
and  place  of  habitation;  provided,  this  fundamental  right  shall  not  extend  to  any  decision 
or  action  by  a parent  that  threatens  clear,  immediate,  and  substantial  physical  injury  to  the 
minor  child,  nor  shall  it  permit  a parent  to  compel  a minor  child  to  have  an  abortion.  This 
section  significantly  raises  and  changes  the  current  legal  standard  by  which  a parent’s 
right  to  custody  may  be  abridged.  For  instance,  under  this  section  a parent  may  neglect 
the  welfare  of  a child  or  sexually  abuse  a minor  child  without  having  an  effect  on  the 
parent’s  right  to  custody. 

This  section  would  prevent  the  Children’s  Division  from  conducting  investigations  or 
assessments  in  the  manner  currently  authorized  by  law.  this  is  because  the  proposed 
amendment  would  require  evidence  of  a threat  of  “clear,  immediate,  and  substantial 
physical  injury  to  the  minor  child”  before  any  form  of  governmental  interference  could 
take  place.  This  provision  could  significantly  jeopardize  the  Children’s  Division  ability  to 
ensure  a child’s  safety.  The  proposed  amendment  does  not  include  sexual  abuse  as  a 
threat  that  would  authorize  governmental  interference.  It  also  does  not  include  other 
known,  significant  threats  to  child  welfare  and  safety  such  as  drug  abuse.  Finally,  in 
many  cases  of  child  abuse  or  neglect  are  emergencies  based  upon  incomplete 
information.  Increasing  the  standard  of  proof  will  make  it  impossible  for  child  protection 
authorities  to  take  prompt  action  in  cases  where  there  is  less  than  clear  and  convincing 
evidence. 

Section  36.2  requires  a governmental  agency  to  obtain  parental  permission  before 
gathering  or  sharing  information  about  a child  or  the  child’s  family  for  purposes  not 
directly  related  to  a criminal  investigation.  Because  child  abuse  and  neglect  investigations 
are  not  criminal  investigations,  the  Children’s  Division  would  need  to  obtain  parental 
pennission  prior  to  gathering  any  infonnation  about  a child.  In  essence,  the  Children’s 
Division  would  need  a parent’s  permission  to  conduct  a hotline  investigation  or 
assessment.  This  section  provides  that  a parent  or  a child  cannot  be  punished  or  penalized 
if  the  parent  refuses  such  pennission.  As  a result,  the  Children’s  Division  will  be  able  to 
conduct  child  abuse  and  neglect  investigations  and  assessments  under  Section  210.145 
RSMo  only  when  a parent  gives  pennission  to  conduct  the  investigation  or  assessment. 
This  section  does  not  address  the  question  about  what  should  occur  when  only  one  parent 
grants  permission  for  gathering  or  sharing  information  about  a child  and  whether  the 
consent  of  both  parents  is  required.  Accordingly,  the  ability  of  the  Children’s  Division  to 
conduct  investigations  and  family  assessments  under  Section  210.145  RSMo  would  be 


significantly  hampered.  Because  the  Children’s  Division  would  be  unable  to  provide 
protective  services  in  many  circumstances,  the  safety  of  many  children  will  be  in 
jeopardy. 

Section  36.3  allows  a parent  the  right  to  decide  the  educational  setting  for  his  or  her 
children,  including  public  schooling,  private  schooling,  parochial  schooling  or  home 
schooling.  This  would  prevent  the  Children’s  Division  from  conducting  investigations  or 
assessments  based  upon  educational  neglect.  This  would  also  result  in  a new 
interpretation  of  neglect  under  Section  210.110  RSMo  by  excluding  “education  as 
required  by  law”  from  the  definition. 

Section  36.4  provides  that  governmental  interference  in  parental  rights  is  only  justified  if, 
1)  the  interference  is  temporary  and  limited  to  the  duration  necessary  to  protect  a child 
from  a “clear,  immediate,  and  substantial  threat  of  physical  injury;  2)  a court  of  law  has 
already  made  a finding  by  clear  and  convincing  evidence  that  a parent  has  knowingly 
exposed  a child  to  neglect,  abandonment,  reckless  endangerment,  or  physical  abuse,  as 
each  of  those  terms  are  defined  by  state  statute;  3)  a court  of  law  has  found  by  clear  and 
convincing  evidence  that  a parent  is  mentally  incompetent  as  defined  by  state  statute;  4)  a 
court  of  law  has  ruled  that  minor  child  is  emancipated  in  accordance  with  state  statutes; 
5)  a court  of  law  has  assumed  jurisdiction  of  a minor  charged  with  violating  or  found 
beyond  a reasonable  doubt  to  have  violated  a criminal  statute;  6)  or  a court  of  law  has 
assigned  parental  rights  to  one  parent  or  someone  other  than  a biological  parent  as  a 
result  of  adoption  or  marital  dissolution.  This  section  significantly  impacts  the  ability  of  a 
juvenile  court  to  assume  custody  of  a minor  child.  It  substantially  changes  the  manner  in 
which  juvenile  court  petitions  are  filed  and  the  manner  in  which  children  are  removed 
from  a parent’s  custody.  It  may  also  render  unconstitutional  some  portions  of  the  probate 
code  relating  to  minor  guardianships.  It  is  particularly  important  to  note  that  this 
subsection  does  not  include  sexual  abuse  as  one  of  the  factors  that  authorizes  a court  to 
authorize  governmental  action.  This  will  severely  limit  the  ability  of  courts  and  juvenile 
authorities  to  protect  children  in  cases  of  known  or  suspected  sexual  abuse. 

Missouri  Supreme  Court  Rule  123.01  authorizes  a juvenile  to  be  taken  into  judicial 
custody  pursuant  to  an  order  of  court  or  by  a law  enforcement  officer  or  physician  who 
has  reasonable  cause  to  believe  that  the  juvenile  is  in  imminent  danger  of  suffering 
serious  physical  harm  or  a threat  to  life  as  a result  of  abuse  or  neglect.  The  comment  to 
this  rule  cites  the  case  of  Heartland  v.  Waddle,  427  F.3d  525  (8th  Cir.  2005)  as  a 
reference  for  when  a juvenile  may  be  taken  into  judicial  custody.  Section  36.4  changes 
this  well-established  standard  and  would  subsequently  prevent  the  operation  of  Missouri 
Supreme  Court  Rules  123.03  and  123.04  relating  to  temporary  protective  custody. 
Section  36.4  raises  the  standard  for  continued  removal  of  a child  from  the  probable  cause 
standard  to  believe  that  juvenile  jurisdiction  exists  under  Section  211.031  RSMo  to  a 
standard  requiring  a finding  by  clear  and  convincing  evidence.  As  a result,  this  section 
discourages  the  taking  of  any  child  into  either  judicial  custody  or  temporary  protective 
custody  unless  there  is  also  a court  adjudication  by  clear  and  convincing  evidence.  In 
conjunction  with  the  inability  of  the  Children’s  Division  to  conduct  child  abuse  and 
neglect  investigations  and  assessments,  this  section  will  have  a profound  effect  upon  the 


juvenile  court  system  as  a whole.  It  may  be  essentially  impossible  for  a juvenile  officer  to 
present  a case  to  a juvenile  court  that  would  result  in  clear  and  convincing  evidence  of 
child  abuse  or  neglect  without  first  being  having  been  given  the  ability  or  opportunity  to 
gather  evidence  necessary  for  the  court  to  consider. 

Section  36.5  provides  a parent  who  believes  his  or  her  rights  to  have  been  violated  or 
adversely  affected  by  any  governmental  agency  or  by  any  statute,  regulation,  ordinance 
or  policy  to  file  a lawsuit  challenging  the  constitutionality  of  such  and  to  seek  damages. 
This  section  would  have  a considerable  chilling  effect  upon  any  person  or  governmental 
agency  participating  in  the  juvenile  court  process  and  the  investigation  of  reports  of  child 
abuse  and  neglect.  Child  abuse  investigators  will  be  faced  with  the  impossible  choice  of 
taking  reasonable  steps  to  protect  a child  from  sexual  abuse,  physical  abuse  or  neglect 
and  risking  personal  liability  for  damages  in  court.  The  department  can  reasonably  expect 
that  this  will  result  in  fewer  qualified  individuals  entering  the  field  of  child  protection. 
The  imposition  of  civil  liability  for  damages  will  open  the  door  for  many  lawsuits.  The 
defense  of  these  lawsuits  will  be  expensive.  It  is  simply  not  possible  to  give  an  accurate 
estimate  of  the  potential  liability,  but  it  could  easily  exceed  a million  dollars  per  year. 
This  section  would  create  an  impact  upon  state  legal  defense  fund  and  the  Office  of  the 
Attorney  General  which  defends  the  fund. 

The  Children’s  Division  receives  appropriations  from  the  legislature  each  year  for  funds 
in  excess  of  $100  million  so  that  the  Children’s  Division  may  conduct  a foster  care 
program.  The  foster  care  program  is  substantially  supported  by  money  provided  through 
the  federal  IV-E  program.  Section  36  will  inevitably  lead  to  violations  of  the  state  plan 
for  foster  children  and  it  is  probable  that  this  will  result  in  the  loss  of  federal  dollars  that 
support  the  state’s  foster  care  program. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  initiative  petition  amends  Article  I,  of  the  Missouri  Constitution  by  adding  Section 
36.  The  addition  to  the  Bill  of  Rights  states  that  parents  have  the  right  to  exercise 
exclusive  control  over  all  aspects  of  their  minor  children’s  lives  without  governmental 
interference.  However,  the  government  can  intervene  in  certain  circumstance  when  the 
child  is  in  danger  of  physical  injury  or  when  the  parent  is  declared  mentally  incompetent. 
The  new  provision  would  also  prevent  the  government  from  collecting  or  sharing 
information  about  children  unless  it  is  directly  related  to  a criminal  investigation.  Any 


parent  may  file  a lawsuit  if  they  feel  their  rights  have  been  adversely  affected  by  any 
statute,  regulation,  ordinance,  policy  or  other  act  of  governmental  authority. 

To  the  extent  a court  awards  damages  and  attorney’s  fees  for  infringement  of  this 
constitutional  right  payable  by  the  state,  this  proposal  could  have  a fiscal  impact  to  their 
office  through  additional  Legal  Expense  Fund  payments. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  no  fiscal  impact  on  the  operations  of  their 
office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 
amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  our  office  reserves  the  right  to 
request  funding  to  meet  the  cost  of  its  publishing  requirements  if  the  Governor  and  the 
General  Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an 
estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  Jasper  County  indicated  no  significant  additional  costs  to  their  county 
government. 


Officials  from  the  City  of  Kansas  City  indicated: 


Section  1 could  be  construed  such  that  unvaccinated  children  could  no  longer  be 
excluded  from  school  in  the  event  of  an  outbreak.  This  would  seriously  impact  public 
health  and  have  a negative  fiscal  impact  on  cities. 

Sections  2 and  5 have  an  exception  for  criminal  matters.  However,  traffic  code  violations 
and  other  ordinance  violations  are  quasi-criminal  in  nature.  These  sections  could  be 
construed  to  prohibit  police  officers  from  obtaining  drivers’  license/permit  information 
from  15,  16  and  17-year  olds,  writing  them  traffic  tickets,  and  then  prosecuting  them  in 
municipal  courts.  The  same  applies  to  disturbing  the  peace,  loitering,  and  other  ordinance 
violations.  If  city  ordinances  can’t  be  enforced  against  minors  without  the  parent’s 
consent  because  they  are  quasi-criminal  and  not  criminal,  there  will  be  a tremendous 
financial  impact  if  cities  are  unable  to  preserve  public  peace  and  public  safety. 

These  costs  cannot  be  estimated. 

Officials  from  the  City  of  St.  Joseph  indicated  there  is  no  obvious  cost  savings  or  fiscal 
impact  on  the  city  unless  frivolous  lawsuits  arise  from  the  authority  provided  in  section  5. 

Officials  from  Metropolitan  Community  College  indicated  this  has  no  financial  impact 
on  their  college. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of 
Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  State  Technical  College  of  Missouri, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Any  potential  costs  or  savings  from  this  proposal  to  state  and  local  governmental  entities  is 
unknown.  However,  the  proposal's  passage  will  likely  lead  to  increased  litigation-related  costs 
and  impact  the  ability  of  state  and  local  governments  to  provide  certain  health  and  welfare 


services. 
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January  28,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

JAN  2 8 2015 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Jill  Carter  regarding  a proposed  constitutional  amendment  to 

Article  I (2016-020) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Jill  Carter  on  January  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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County 

(County  signers  are  registered  to  vote  in.) 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself 
or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 
County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 


village  in  which  I live  are  correctly  written  after  my  name. 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


(County  in  which  notary  witnessed  emulator's  signature.) 


I, 


REGISTERED  VOTING  NAME 
(Printed  or  Typed) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 

ZIP 

CODE 

CD 

NAME 

(Signature) 

1. 

/ 

20 

1. 

2. 

/ 

20 

2. 

3. 

/ 

20 

3. 

4. 

/ 

20 

4. 

5. 

/ 

20 

5. 

6. 

/ 

20 

6. 

7. 

o 

CM 

7. 

8. 

/ 

20 

8. 

9. 

/ 

20 

9. 

10. 

/ 

20 

10. 

signed  this  page  ot  the  toregoing  petition,  ana  eacn  oi  mem  Mgncu  md  ui  hci  name  mwww 

stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and 


County. 


FURTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE 
TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  1 0 ANY 
OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to 


be  paid  for  circulating  this  petition. 
If  paid,  list  the  payer: 


Signature  of  Affiant: 


Subscribed  and  sworn  to  before  me  this 
day  of A.D. 


Signature  of  Notary: 


(Person  obtaining  signatures) 


(Printed  Name  and  Address  of  Affiant) 


(Address  of  Notary) 

Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


0 


Article  I,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  36,  to  read  as 
follows: 


Article  I - Bill  of  Rights 

In  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our 
government  is  founded,  we  declare: 

Section  36.  1.  That  every  parent  has  a fundamental  right  to  exercise  exclusive  control  over  all 
aspects  of  their  minor  children’s  lives  without  governmental  interference,  including,  but  not  limited  to. 
decisions  regarding  their  minor  children’s  custody,  upbringing,  education,  religious  instruction,  discipline, 
physical  and  mental  health  care,  and  place  of  habitation;  provided,  this  fundamental  right  shall  not  extend 
to  any  decision  or  action  by  a parent  that  threatens  clear,  immediate,  and  substantial  physical  injury  to 
their  minor  child,  nor  shall  it  permit  a parent  to  compel  a minor  child  to  have  an  abortion. 

2.  That  every  parent  also  has  the  right  to  require  government  entities  to  obtain  the  parent’s 
explicit  permission  before  gathering  or  sharing  information  or  data  about  their  child  or  the  child’s  family 
members  for  purposes  not  directly  related  to  a criminal  investigation  or.  if  enrolled  in  a public  school,  the 
child’s  knowledge  of  academic  subjects:  neither  the  parent  nor  child  shall  in  any  w av  be  punished  or 
penali/.ed  if  the  parent  refuses  such  permission. 

3.  That  every  parent  has  the  right  to  decide  what  educational  setting  will  best  prepare  their 
children  to  meet  the  obligations  of  responsible  adulthood,  and  therefore  parents  may  choose  to  have  their 
children  educated  in  public,  private,  or  parochial  schools  or  to  educate  their  children  at  home  as  an 
alternative  to  enrolling  the  children  in  any  school:  provided,  nothing  in  this  section  shall  require  or 
prohibit  any  state  or  local  government  to  fund  or  subsidize  education  in  a non-public  school  setting  or. 
unless  otherwise  required  by  law,  require  a public  school  to  enroll  or  educate  a child  who  does  not  live  in 
that  public  school’s  district. 

4.  That  a government  entity  in  this  state  shall  only  be  justified  in  interfering  with  the  parental 
rights  acknowledged  in  this  section  if  (11  the  interference  is  temporary  and  limited  to  only  the  degree  and 
duration  necessary  to  protect  a child  from  a clear,  immediate  and  substantial  threat  of  physical  injury:  (2) 
a court  of  law  has  found  by  clear  and  convincing  evidence  that  a parent  has  knowingly  exposed  a child  to 
neglect,  abandonment,  reckless  endangerment.  or  physical  abuse,  as  each  of  those  terms  are  defined  by 
state  statute:  (3)  a court  of  law  has  found  by  clear  and  convincing  evidence  that  a parent  is  mentally 
incompetent  as  that  term  is  defined  by  state  statute:  (41  a court  of  law  has  ruled  that  minor  child  is 
emancipated  in  accordance  with  state  statutes:  (5)  a court  of  law  has  assumed  jurisdiction  over  a minor 
child  charged  with  violating  or  found  beyond  a reasonable  doubt  to  have  violated  a criminal  statute;  or  (6) 
a court  of  law  has  assigned  parental  rights  to  one  parent  or  someone  other  than  a biological  parent  as  a 
result  of  adoption  or  marital  dissolution.  If.  after  considering  evidence,  a judge  has  first  determined  that  a 
government  entity  has  probable  cause  to  believe  that  a parent  has  subjected  their  child  to  criminal  physical 
abuse,  neglect,  or  endangerment.  it  shall  not  be  considered  an  interference  with  the  parental  rights 
acknowledged  in  this  section  for  the  government  entity  to  question  the  parent  or  the  child  about  the  alleged 
crime,  or  for  police  to  obtain  a w-arrant  to  search  the  parent’s  home  for  evidence  of  the  suspected  crime. 

5.  That  any  parent  whose  rights  under  this  section  have  been  adversely  affected  by  any  statute, 
regulation,  ordinance,  policy,  or  other  act  of  government  authority  shall  be  permitted  to  file  a law  suit 
challenging  the  constitutionality  of  the  statute,  regulation,  ordinance,  policy,  or  other  act  of  government 
authority,  and  seeking  damages  against  the  government  entity  responsible  for  the  violation  of  the  parent’s 
rights.  In  considering  such  a lawsuit,  courts  may  not  presume  the  constitutionality  of  the  statute, 
regulation,  ordinance,  policy,  or  other  act  of  government  authority  being  challenged,  may  not  defer  to 
claims  made  by  a government  entity  that  the  statute,  regulation,  ordinance,  policy,  or  other  act  of 
government  authority  is  justified  unless  the  government  entity  supports  all  such  claims  w'ith  competent 
evidence,  and  shall  award  damages  and  reasonable  attorney’s  fees  for  any  infringement  of  this 
constitutional  right  that  is  not  justified  in  accordance  with  subsection  4 of  this  section. 

6.  For  the  purposes  of  this  section  the  term  “parent”  includes  a child’s  legal  guardian. 


### 


Jamks  C.  Kirkpatrick 
Statk  Information  Cf.ntf.r 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  28,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

JAN  2 8 2015 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Stacy  Shore  regarding  a proposed  constitutional  amendment  to 

Article  IX  (2016-019) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Stacy  Shore  on  January  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County 

(County  signers  are  registered  to  vote  in.) 

Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself 
or  herself  says:  I have  personally  signed  this  petition;  I ani  a registered  voter  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 


STATE  OF  MISSOURI,  COUNTY  OF 

(County  In  which  notary  witnessed  clculatofs  signature  ) 


I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


REGISTERED  VOTING  NAMF. 
(Printed  or  Typed) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 

ZIP 

CODE 

CD 

NAME 

(Signature) 

I. 

/ 

20 

1. 

2. 

/ 

20 

2. 

3. 

/ 

20 

3. 

4. 

/ 

20 

4. 

5. 

/ 

20 

5. 

6. 

/ 

20 

6. 

7. 

/ 

20 

7. 

8. 

/ 

20 

8. 

9. 

/ 

20 

9. 

10. 

/ 

20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and 


County. 


(County  signers  are  registered  to  vote  in.)  „ „ 

FUR  THERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME  ARE 
TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO  ANY 
OFFENSE  INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to 

be  paid  for  circulating  this  petition.  Subscribed  and  sworn  to  before  me  this 


If  paid,  list  the  payer: 


day  of 


A.D. 


Signature  of  Affiant: 


(Person  obtaining  signatures) 


Signature  of  Notary: 


(Printed  Name  and  Address  of  Affiant) 


(Address  of  Notary) 

Notary  Public  (Seal) 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Section  2 of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  modifying  sections  2(b)  and  adding  section  2(c).  The  existing 
sections  2(b)  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  |thus|. 

Article  IX  - Education 

Article  IX,  Section  2(b).  L The  state  board  of  education  shall  select  and  appoint  a commissioner  of 
education  as  its  chief  administrative  officer,  who  shall  be  a citizen  and  resident  of  the  state,  and  removable  at 
its  discretion.  The  board  shall  prescribe  his  duties  and  fix  his  compensation,  and  upon  his  recommendation 
shall  appoint  the  professional  staff  and  fix  their  compensation.  |The  board  shall  succeed  the  state  board  of 
education  heretofore  established,  with  all  its  powers  and  duties,  and  shall  have  such  other  powers  and  duties 
as  may  be  prescribed  by  law.] 

2.  The  state  board  of  education  and  the  commissioner  of  education  shall  only  have  the  authority 
(1)  to  research  and  offer  opinions  on  the  most  efficient  and  effective  ways  to  educate  students.  (2)  to 
assess  and  publicly  report  on  the  quality  and  performance  of  the  public  schools  in  this  state,  and  (3)  to 
offer  recommendations  and  training  designed  to  help  the  public  schools  in  this  state  improve  their 
performance.  Neither  the  board  nor  the  commissioner  niav  compel  any  school  or  school  district  to 
take  any  action,  administer  any  test,  or  implement  any  policy.  The  General  Assembly  may  limit  the 
funding  available  to  the  board  and  commissioner  for  the  performance  of  the  duties  enumerated  herein, 
but  the  General  Assembly  may  neither  direct  the  manner  in  which  the  board  and  commissioner  fulfill 
their  duties  under  this  article,  nor  expand  the  scope  of  those  duties  beyond  what  is  established  in  this 
subsection. 

Section  2(c).  1.  Each  public  school  district  in  this  state  shall  be  independent  from  state  control 
and  shall  be  governed  by  school  board  members  elected  by  and  accountable  to  voters  residing  in  each 
public  school  district:  provided,  the  General  Assembly  shall  be  authorized  to  pass  general  laws 
establishing  procedures  through  which  citizens  mav  establish  a school  district  and  elect  the  board  to 
govern  that  district. 

2.  Each  public  school  district  shall  be  exclusively  responsible  for  (1)  deciding  the  qualifications 
required  of  the  public  school  teachers  and  administrators  in  that  district:  12)  setting  the  curriculum  to 
be  taught  at  the  public  schools  in  that  district  and  the  level  of  mastery  students  must  demonstrate  to 
advance  from  one  grade  to  the  next  and  to  receive  a diploma  from  its  public  schools:  and  (3)  selecting, 
purchasing,  developing,  and  disposing  of  property,  books,  buildings,  and  materials  for  use  by  the 
public  schools  and  students  of  that  district. 

3.  Nothing  in  this  provision  shall  relieve  the  General  Assembly  of  its  obligation  to  provide 
funding  for  all  public  schools  in  this  state  in  accordance  with  section  1(a)  of  this  article:  neither  the 
General  Assembly  nor  any  other  government  entity  shall  in  any  wav  penalize  or  withhold  funds  from  a 
public  school  district  based  on  the  public  school  district's  exercise  of  the  authority  established  in 
subsection  2 of  this  section. 

### 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  27,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Aundrea  Riffle  regarding  a proposed  statutory  amendment  to 

Chapter  195  (2016-018) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Aundrea  Riffle  on  January  27,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


r&. 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


JAN  2 7 20® 


STATE  AUDI  i 
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Count) 
Page  No 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo.  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  counts  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both  for  anyone  to  sign  any  initialise 
petition  with  any  name  other  than  his  or  her  osvn,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  soter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander  Secretary  of  State  for  the  state  ot  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis  respectfully  order 

that  the  following  proposed  law  (or  amendment  to  the  constitution)  shall  be  submitted  to  the  voters  of  the  stale  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November.  2016.  and  each  for  himself  : herself  says:  I have 

personally  signed  this  petition.  I am  a registered  voter  of  the  state  of  Missouri  and Counts  tor  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city  town  or  village  in  which  I live  are  correctly  written  alter  my  name. 

!~V 

(Official  Ballot  title)  A \p\ 

V'-A 


CIRCULA  R )R’S  AHDAVIT 

STATE  OF  MISSOURI.  COUNTY  OF 

l. . being  first  duly  sworn,  say  (print  or  ty  pe  names  of  signers) 


C_"l 

<_ 

PZ 

(SO 


CO 

CO 


NAME 

i Printed  or  Tvped) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Sireeif.  <C»i>.  Town  or  Village) 

/ip 

CODE 

CONOR 

DIST. 

NAME 

{Signature) 

1. 

/ / 20 

1 

*> 

/ / 2t) 

2 

/ / 20 

V 

4 

i /;« 

4. 

5 

/ /20 

5. 

(V 

/ / 20 

6. 

1 1 20 

7. 

X 

/ /’<> 

X 

9 

/ / 20 

9 

fit. 

/ / 20 

to. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signal  his  or  her  name  thereto  in  my  presence.  I believ  e that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  v illage  correctly,  and  that  each  signer  is  a registered  voter  of  the  slate  of  Missouri 
and County  or  city  of  St.  Louis'. 

FUTIIF.R.MORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TIU  I AND  CORRECT  AND  THAT  I H AVE  NEVER  BEEN  CONVICTED  OF  FOl  Nl)  CiLMLTY  OF.  OR  PLED  GUILTY  TO 
A N't  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  IS  years  of  age.  I do do  not [<lwrk  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid  list  the  payer 


Signature  of  Affiant  Address  of  Affiant  Printed  Name  of  Affiant 

• IVrvm  oh-uning  st“rultnv*i 

Subscribed  and  sworn  to  before  me  this  dayoi  _ a It  go 

My  Cnmmisdon  Expires: 


Signature  of  Notary 


Address  of  Notary 


Nolan  i'lihli.  tycuU 


Initiative  Petition 

"Be  it  enacted  by  the  people  of  the  stale  of  Missouri:" 

Sections  195.291  and  195.295  of  the  Revised  Missouri  Statutes  is  repealed  and  three  new  sections  enacted  in  place  thereof  to 
be  known  as 

Sections  195.291.  195.295  anil  195.297  to  read  as  follows: 

lixplanalion:  The  existing  sections  195.291  and  195.295  is  set  forth  hereinafter  with  the  new  matter  underlined,  and  deleted 
matter  in  brackets:  [thus] 

Section  195.291 

1.  Any  person  w ho  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  section  195.21 1.  when  punishable  as  a 
class  B felony,  shall  he  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the 
defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  section  195.21 1.  w hen  punishable  as  a 
class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  which  term  shall  be 
served  | w ithout  probation  or  parole]  in  accordance  w ith  the  provisions  of  section  195.297  if  the  court  finds  the 
defendant  is  a persistent  drug  offender. 

Section  195.295 

1 . Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  subdivision  ( I ) of  subsection  I of  section 

195.223.  subdivision  ( I ) of  subsection  2 of  section  195.223.  subdivision  ( I ) of  subsection  3 of  section  195.223. 
subdix  ision  1 1 ) of  subsection  4 of  section  195.223.  subdivision  ( I ) of  subsection  5 of  section  195.223.  subdivision 

( I )  of  subsection  6 195.223.  or  subdivision  ( I ) of  subsection  7 of  section  195  .223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  fora  class  A felony  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

2.  Any  person  w ho  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  ( I ) of  subsection  I of 
section  195.223.  subdivision  ( 1 ) of  subsection  2 of  section  195.223.  subdivision  ( I ) of  subsection  3 of  section 

195.223.  subdivision  ( I ) of  subsection  4 of  section  195.223.  subdix  ision  ( I ) of  subsection  5 of  section  195.223. 
subdivision  ( I ) ol  subsection  6 of  section  195.223.  or  subdivision  ( I ) of  subsection  7 of  section  195.223.  or 
subdivision  ( I ) of  subsection  9 of  section  1 95.223  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a 
class  A felony,  which  term  shall  be  | without  probation  or  parole  | served  in  accordance  xxith  the  provisions  of  section 
195.297  if  the  court  finds  the  defendant  is  a persistent  drug  offender. 

3.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdix  ision  (2)  of  subsection  I of 
section  195.223.  subdivision  (2)  of  subsection  (2)  of  section  195.223.  subdivision  (2)  of  subsection  3 of  section 

195.223.  subdivision  (2)  of  subsection  4 of  section  195.223.  subdivision  (2)  of  subsection  5 of  section  195.223. 
subdivision  (2)  of  subsection  6 of  section  195.223.  or  subdivision  (2)  of  subsection  7 of  section  195.223.  or 
subsection  X of  section  195.223.  or  subdivision  <2)  of  subsection  9 of  section  195.223  shall  he  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony,  which  term  shall  be  served  in  accordance  xvilh  the  provisions 
of  section  195.297  (without  probation  or  parole]  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

Section  195.297 

J_.  Section  195.297  shall  be  known  and  max  he  cited  as  the  "Smarter  Non-Violent.  Prior  and  Persistent  Drue  Offenders 
Act," 

2.  The  prox  isions  of  subsections  I to  3 of  this  section  shall  be  applicable  to  a nonviolent  offender  serving  without 

probation  or  parole  sentences  for  druti  felonies.  For  the  purposes  of  this  section,  "previous  conx  ieiionts )"  means  anx 
prior  pleading  to  or  being  found  guillv  of  a drug  related  felony.  Other  pi  ox  isions  oft  he  laxx  to  the  contrary 
notwithstanding,  anx  offender  who  has  pleaded  guilty  to  or  has  been  found  guilt v of  a Class  A felony  under  195.291 
(subsection  2)  or  195.295  (subsection  2 and  3)  and  is  committed  to  the  department  of  corrections  shall  he  required  to 
serve  the  following  minimum  prison  terms: 

( 1 ) li  the  offender  has  one  previous  conviction  for  a non-violent  drug  I'elonv  unrelated  to  the  present  offense, 
the  minimum  prison  term  which  the  offender  must  serv  e shall  be  forty  percent  of  his  or  her  sentence  or 
until  the  offender  attains  seventy  years  of  age  and  has  serv  ed  at  least  thirty  percent  of  the  sentence  imposed, 
whichever  occurs  first. 

(2)  If  the  offender  has  two  previous  conv  ictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense, 
the  minimum  prison  term  which  the  offender  must  serve  shall  he  fifty  percent  of  his  or  her  sentence  or  until 
the  offender  attains  seventy  xears  of  ace,  and  lias  served  at  least  fortx  percent  ofllic  sentence  imposed, 
whichever  occurs  first. 

(3)  If  the  offender  has  three  or  more  previous  convictions  for  non-x  ioleitt  drug  felonies  unrelated  to  the  present 
offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  seventy  percent  of  his  or  her 
sentence  or  until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  fortx  percent  of  the 
sentence  imposed,  whichever  occurs  first. 

(4)  This  new  enactment  shall  not  applv  to  anx  offender  that  has  pleaded  guilty  to  or  has  been  convicted  of  a 
dangerous  I'elonv.  in  anx  relation  to  the  relevant  drug  conviction. 


3.  l;or  purposes  of  this  section.  ihc  term  "minimum  prison  term"  shall  mean  lime  requited  u>  he  served  hv  ilic  offender 
be  lore  lie  or  she  is  eligible  for  parole,  conditional  release  nr  oilier  early  release  h\  (he  department  of  corrections. 

4.  Conns  shall  retain  discretion  lo  lower  an  offender's  sentence,  if  they  have  been  sentenced  to  a without  probation  or 
parole  sentence,  and  order  restorative  justice  methods,  when  applicable. 

( 1 ) As  alternative  sentences,  the  Courl  mav  impose,  prison  work  programs,  work  release,  home-based  incarceration, 
ireainieni  programs  outside  of  prison,  probation  and  parole  options,  and  an\  oilier  programs. 

(2)  The  office  of  the  stale  courts  administrator.  Ilie  department  of  public  sal'elv.  and  lhe  department  ol'correctipns 
shall  eoonerale  with  the  circuit  courts  of  this  stale  hv  providing  information  or  access  to  information  needed  hv 
lhe  Courl  pertaining  to  an  offender. 

5.  If  lhe  imnosiiion  or  exeeulion  of  a senience  is  suspended,  the  courl  mas  order  anv  or  all  of  lhe  following  restorative 
justice  methods,  or  anv  oilier  method  that  lhe  court  finds  iusi  or  appropriate: 

( 1 ) Restitution  to  anv  v ictim  or  a statutorily  created  fund  for  costs  incurred  as  a result  of  lhe  ol'lcnder's  actions. 

(2)  OITcnder  treatment  programs. 

(3)  Mandatory  community  service. 

(4)  Work  release  programs  in  local  facilities. 

(5)  Community -based  residential  and  nonresidcniial  programs. 

(ft!  Payment  to  the  "Savins’  Families  and  Students  bund."  ranging  from  SI 00.00  un  lo  S500.0C) 
ft.  The  provisions  of  this  section  shall  apply  only  to  offenses  occurring  on  or  after  Aliens!  3.  1993. 

7.  Pursuant  to  subdivision  1 1 ) of  subsection  5 of  this  section,  the  court  may  order  the  assessment  and  payment  of  a 
designated  amount  of  restitution  to  a county  law  enforcement  restitution  fund  established  hv  the  county  commission 
pursuant  to  section  50.565.  Such  contribution  shall  not  exceed  ten  thousand  dollars.  Any  restitution  moneys 
deposited  into  the  county  law  enforcement  restitution  fund  pursuant  to  this  section  shall  only  he  expended  pursuant 
to  the  provisions  of  section  50,565, 

X.  A judge  may  order  payment  to  a restitution  fund  only  it’  such  fund  had  been  created  hv  ordinance  or  resolution  ol  a county 
of  the  Slate  of  Missouri  prior  to  sentencing.  A judge  shall  not  have  any  direct  supervisory  authority  or  administrative 
control  over  anv  land  to  which  the  judge  is  ordering  a defendant  to  make  payment. 

9.  A defendant  who  fails  to  make  a payment  to  a county  law  enforcement  restitution  fund  mav  not  have  his  or  her  parole  or 
probation  revoked  solely  for  Tailing  to  make  such  payment  unless  the  judge,  after  evidentiary  hearing,  makes  a Undine 
supported  hv  a preponderance  of  the  evidence  that  the  defendant  either  willfully  refused  to  make  the  payment  or  that  the 
defendant  willfully,  intentionally,  and  purposefully  failed  lo  make  sufficient  bona  fide  efforts  to  acuuire  the  resources  to 
llsUu 

It),  Nothing  in  this  section  shall  be  construed  to  prevent  circuit  courts  ofllic  state  from  entertaining  cases  that  are  no  longer 
pending  and  have  become  final. 

1 1,  All  state  laws  and  sentencing  practices,  which  are  inconsistent  with  the  subsection  (2)  of  section  195.297  shall  no  longer 
he  in  force  and  effect  insofar  as  they  are  inconsistent  v-  ill)  this  section.  As  the  sole  purpose  of  the  enactment,  is  to.  "annul 
and  repeal  without  probation  or  parole  for  non-violent  drug  offenders  sentenced  under  Section  195.291  or  195.295."  To 
include  and  replace  any  prior  provisions,  language  and  terminology  of  sections  195.29 1 and  1 95,295,  and  become 
consistent  with  repealing  without  probation  or  parole. 

12.  This  measure  mandates,  that  any  offender  currently  serv  ing  a no  parolnhlc  sentence  for  drugs  sentenced  under 

195.291  Subsection  (2)  or  195,295  Subsections  (2  or  3l.  to  immediately  he  considered  hv  the  Missouri  Hoard  of  Probation 
and  Parole:  for  parole  consideration,  in  compliance  with  this  measure. 

13.  t aider  this  measure,  a "Life  sentence”  shall  be  calculated  as  30  years. 

14,  This  measure  requires  that  the  annual  savings  lo  the  slate  created  thereby,  of  this  measure,  as  estimated  hv  the  Governor's 
administration,  be  annually  transferred  from  the  General  Fund  into  a new  stale  fund:  the  Sav  ing  Families  and  Students 
Fund.  Under  this  measure,  monies  in  the  fund  would  be  div  ided  as  follows: 

( I ) 25  percent  to  grants  aimed  at  reducing  truanev  and  drop-outs  aiming  K- 1 2 students  in  Missouri  Public  Schools. 
(State  Department  of  1 -’ducal ion > 

1 2 ) It)  percent  for  victims  services  grants.  (Missouri  Restorative  Justice! 

1 3 ) 50  percent  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed  to  help  keen  individuals 
out  of  prison  and  jail.  (Missouri  Department  of  Mental  Health.  Missouri  Department  of  Correct  ions  Probation 
and  Parole  i 

1 4 1 15  percent  to  create  and  maintain  employment  training  for  convicted  felons,  aimed  at  lowering  recidivism. 
(Missouri  Department  of  Corrections.  Missouri  OlTice  of  Probation  and  Parole) 
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January  20,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Aundrea  Riffle  regarding  a proposed  statutory  amendment  to 

Chapter  195  (2016-017) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Aundrea  Riffle  on  January  20,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 . RSMo..  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  State  of  Missouri  and  County  (or  city  of  St.  Louis:  respectfully 

order  that  the  following  proposed  law  (or  amendment  to  the  constitution),  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November.  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition.  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of_St.  Louis)  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  arc  correctly  written  after  my  name. 

c 

(Official  Ballot  title) 


CIRCULATOR'S  AFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF 

I being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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CD 

D 

-rs 

m 

up 
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NAME 

< Primed  or  Typed) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street).  (City.  Town  or  Village) 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Signature) 

I. 

/ / 20 

1. 

2. 

/ / 20 

2. 

3. 

/ / 20 

3. 

4. 

/ / 20 
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5. 

/ / 20 

5. 

6. 

/ / 20 
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7. 
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7. 

8. 
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8. 

9 

/ / 20' 

9 

10. 

/ / 20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence.  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri 
and County  (or  city  of  St.  Louis). 

FUTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Subscribed  and  sworn  to  before  me  this day  of AD.  20 

My  Commission  Expires: 


Signature  of  Affiant 


Primed  Name  of  Affiant 


Address  of  Affiant 


Signature  of  Notary 


Printed  Name  of  Nolan 


Address  of  Notary 


Notary  Public  (seal  ) 


Initiative  Petition 


Be  it  enacted  by  the  people  of  the  State  of  Missouri 

Sections  195.291  and  195.295  of  the  Revised  Missouri  Statutes  is  repealed  and  three  new  sections  enacted  in  place  thereof  to 

be  known  as 

Sections  195.291,  195.295  and  195.297  to  read  as  follows: 

Explanation:  The  existing  sections  195.291  and  195.295  is  set  forth  hereinafter  with  the  new  matter  underlined,  and  deleted 

matter  in  brackets;  [thus] 

Section  195.291 

1.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  section  195.21 1,  when  punishable  as  a 
class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the 
defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  section  195.21 1,  when  punishable  as  a 
class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  which  term  shall  be 
served  [without  probation  or  parole]  in  accordance  with  the  provisions  of  section  195.297  if  the  court  finds  the 
defendant  is  a persistent  drug  offender. 

Section  195.295 

1 . Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  subdivision  ( 1)  of  subsection  1 of  section 

195.223,  subdivision  (I)  of  subsection  2 of  section  195.223,  subdivision  (1)  of  subsection  3 of  section  195.223, 
subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of  section  195.223,  subdivision 

( 1 )  of  subsection  6 1 95.223,  or  subdivision  ( 1 ) of  subsection  7 of  section  1 95  .223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (1)  of  subsection  1 of 
section  195.223,  subdivision  (1)  of  subsection  2 of  section  195.223,  subdivision  (1)  of  subsection  3 of  section 

195.223,  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of  section  195.223, 
subdivision  (I)  of  subsection  6 of  section  195.223,  or  subdivision  (1)  of  subsection  7 of  section  195.223,  or 
subdivision  ( l ) of  subsection  9 of  section  1 95.223  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a 
class  A felony,  which  term  shall  be  [without  probation  or  parole]  served  in  accordance  with  the  provisions  of  section 
195.297  if  the  court  finds  the  defendant  is  a persistent  drug  offender. 

3.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (2)  of  subsection  1 of 
section  195.223,  subdivision  (2)  of  subsection  (2)  of  section  195.223,  subdivision  (2)  of  subsection  3 of  section 

195.223,  subdivision  (2)  of  subsection  4 of  section  195.223,  subdivision  (2)  of  subsection  5 of  section  195.223, 
subdivision  (2)  of  subsection  6 of  section  195.223,  or  subdivision  (2)  of  subsection  7 of  section  195.223,  or 
subsection  8 of  section  195.223,  or  subdivision  (2)  of  subsection  9 of  section  195.223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony,  which  term  shall  be  served  in  accordance  with  the  provisions 
of  section  195.297  [without  probation  or  parole]  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

Section  195.297 

1 . Section  195.297  shall  be  known  and  may  be  cited  as  the  "Smarter  Non-Violent.  Prior  and  Persistent  Drug  Offenders 
Act." 

2.  The  provisions  of  subsections  1 to  3 of  this  section  shall  be  applicable  to  a nonviolent  offender  serving  without 
probation  or  parole  sentences  for  drug  felonies.  For  the  purposes  of  this  section,  "previous  conviction(s)"  means  any 
prior  pleading  to  or  being  found  guilty  of  a drug  related  felonv.  Other  prov  isions  of  the  law  to  the  contrary 
notwithstanding,  any  offender  who  has  pleaded  guilty  to  or  has  been  found  guilty  of  a Class  A felony  under  195.291 
(subsection  2)  or  195.295  ( subsection  2 and  3)  and  is  committed  to  the  department  of  corrections  shall  be  required  to 
serve  the  following  minimum  prison  terms: 

(1 ) If  the  offender  has  one  previous  conviction  for  a non-violent  drug  felonv  unrelated  to  the  present  offense. 
the  minimum  prison  term  which  the  offender  must  serve  shall  be  forty  percent  of  his  or  her  sentence  or 
until  the  offender  attains  seventy  years  of  age  and  has  served  at  least  thirty  percent  of  the  sentence  imposed. 
whichever  occurs  first. 

(2)  If  the  offender  has  two  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense, 
the  minimum  prison  term  which  the  offender  must  serve  shall  be  fifty  percent  of  his  or  her  sentence  or  until 
the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the  sentence  imposed. 
whichever  occurs  first. 

(3)  If  the  offender  has  three  or  more  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present 
offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  seventy  percent  of  his  or  her 
sentence  or  until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the 
sentence  imposed,  whichever  occurs  first. 

(4)  This  new  enactment  shall  not  apply  to  any  offender  that  has  pleaded  guilty  to  or  has  been  convicted  of  a 
dangerous  felonv.  in  any  relation  to  the  relevant  drug  conviction. 


lG~Ol' 

3.  For  purposes  of  this  section,  the  term  "minimum  prison  term"  shall  mean  time  required  to  be  served  by  Ihe  offender 
before  he  or  she  is  eligible  for  parole,  conditional  release  or  oilier  early  release  hv  the  department  of  corrections. 

4.  Courts  shall  retain  discretion  to  lower  an  offender's  sentence,  if  they  have  been  sentenced  to  a without  probation  or 
parole  sentence,  and  order  restorative  justice  methods,  when  applicable. 

(1 ) As  alternative  sentences,  the  Court  may  impose,  prison  work  programs,  work  release,  home-based  incarceration, 
treatment  programs  outside  of  prison,  probation  and  parole  options,  and  any  other  programs. 

(2)  The  office  of  the  slate  courts  administrator,  the  department  of  public  safety,  and  the  department  of  corrections 
shall  cooperate  with  the  circuit  courts  of  this  state  by  providing  information  or  access  to  information  needed  by 
the  Court  pertaining  to  an  offender. 

5.  If  the  imposition  or  execution  of  a sentence  is  suspended,  the  court  may  order  any  or  all  of  the  following  restorative 
justice  methods,  or  any  other  method  that  the  court  finds  just  or  appropriate: 

(1)  Restitution  to  any  victim  or  a statutorily  created  fund  for  costs  incurred  as  a result  of  the  offender's  actions. 

(2)  Offender  treatment  programs. 

(3)  Mandatory  community  service. 

(4)  Work  release  programs  in  local  facilities. 

(5)  Community-based  residential  and  nonresidential  programs. 

(6)  Payment  to  the  "Saving  Families  and  Students  Fund."  ranging  from  $100.00  up  to  $500.00 

6.  The  provisions  of  this  section  shall  apply  only  to  offenses  occurring  on  or  after  August  3.  1993. 

7.  Pursuant  to  subdivision  ( 1 ) of  subsection  5 of  this  section,  the  court  may  order  the  assessment  and  payment  of  a 
designated  amount  of  restitution  to  a county  law  enforcement  restitution  fund  established  by  the  county  commission 
pursuant  to  section  50.565.  Such  contribution  shall  not  exceed  ten  thousand  dollars.  Any  restitution  moneys 
deposited  into  the  county  law  enforcement  restitution  fund  pursuant  to  this  section  shall  only  be  expended  pursuant 
to  the  provisions  of  section  50.565. 

8.  A judge  may  order  payment  to  a restitution  fund  only  if  such  fund  had  been  created  by  ordinance  or  resolution  of  a county 
of  the  State  of  Missouri  prior  to  sentencing.  A judge  shall  not  have  any  direct  supervisory  authority  or  administrative 
control  over  any  fund  to  which  the  judge  is  ordering  a defendant  to  make  payment, 

9.  A defendant  who  fails  to  make  a payment  to  a county  law  enforcement  restitution  fund  may  not  have  his  or  her  parole  or 
probation  revoked  solely  for  failing  to  make  such  payment  unless  the  judge,  after  evidentiary  hearing,  makes -a  Finding 
supported  hv  a preponderance  of  the  evidence  that  the  defendant  either  willfully  refused  to  make  the  payment  or  that  the 
defendant  willfully,  intentionally,  and  purposefully  failed  to  make  sufficient  bona  Fide  efforts  to  acuuire  the  resources  to 
pay. 

10.  Nothing  in  this  section  shall  be  construed  to  prevent  circuit  courts  of  the  state  from  entertaining  cases  that  are  no  longer 
pending  and  have  become  final. 

1 1.  All  state  laws  and  sentencing  practices,  which  are  inconsistent  with  the  subsection  (2)  of  section  195.297  shall  no  longer 
be  in  force  and  effect  insofar  as  they  are  inconsistent  with  this  section.  As  the  sole  purpose  of  the  enactment,  is  to.  "annul 
and  repeal  without  probation  or  parole  for  non-violent  drug  offenders  sentenced  under  Section  195.291  or  195.295."  To 
include  and  replace  any  prior  provisions,  language  and  terminology  of  sections  193.29 1 and  1 95.295.  and  become 
consistent  with  repealing  without  probation  or  parole. 

12.  This  measure  mandates,  that  any  offender  currently  serving  a no  parolable  sentence  for  drugs  sentenced  under 

195.291  Subsection  (2)  or  195.295  Subsections  (2  or  3),  to  immediately  be  considered  by  the  Missouri  Board  of  Probation 
and  Parole:  for  parole  consideration,  in  compliance  with  this  measure. 

13.  Under  this  measure,  a "Life  sentence"  shall  be  calculated  as  30  years. 

14.  This  measure  requires  that  the  annual  savings  to  the  slate  created  thereby,  of  this  measure,  as  estimated  bv  the  Governor's 
administration,  be  annually  transferred  from  the  General  Fund  into  a new  state  fund;  the  Saving  Families  and  Students 
Fund.  Under  this  measure,  monies  in  the  fund  would  be  divided  as  follows: 

(1 ) 25  percent  to  grants  aimed  at  reducing  truancy  and  drop-outs  among  K-12  students  in  Missouri  Public  Schools. 
(State  Department  of  Education) 

(2)  10  percent  for  victims  services  grants.  (Missouri  Restorative  Justice) 

(3)  50  percent  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed  to  help  keep  individuals 
out  of  prison  and  jail.  (Missouri  Department  of  Mental  Health.  Missouri  Department  of  Corrections/Probation 
and  Parole) 

(4)  15  percent  to  create  and  maintain  employment  training  for  convicted  felons,  aimed  at  lowering  recidivism. 

( Missouri  Department  of  Corrections.  Missouri  Office  of  Probation  and  Parole) 


James  C.  Kirkpatrick 
State:  Information  Cf.nte:r 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  8,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

JAN  0 8 2015 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 

Article  VIII,  version  2 (2016-016) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Angela  Daniels  on  January  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jeefersc  in  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  I Ionorable  Janson  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis), 

respectfully  order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  day  of  November.  201 6r  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a registered 

voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the 

name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  title) 
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STATE  OF  MISSOURI,  COUNTY  OF 
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. being  first  duly  sworn,  sav  (print  or  type  names  of  signers) 

NAME 

(Signature) 

DATE  SIGNED 

REGISTERED 
VOTING  ADDRESS 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  Typed) 

1. 
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1. 

2. 
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signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY 
ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED 
GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  ....  do  not  ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payer  . 


Signature  of  Affiant 


Notary  Signature 


Printed  Name  of  Affiant 


Printed  Name  of  Notary  Public 


Address  of  Affiant 

Address  of  Notary 

Subscribed  and  sworn  to  before  me  this 

day  of 

, 20 

Notary  Public  Seal 
My  commission  expires: 


THE  PROPOSED  CONSTITUTIONAL  AMENDMENT 


Section  A:  Article  VIII,  Section  2,  of  the  Constitution  of  Missouri  is  hereby  repealed  and 
replaced  by  one  new  section  to  be  known  as  Article  VIII,  Section  2,  and  to  be  read  as 
follows : 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  2.  Qualification  of  voters-disqualification.-All  citizens  of  the  United  States, 
including  occupants  of  soldiers'  and  sailors'  homes,  and  persons  under  sentence  for  felony  not 
related  to  the  right  of  suffrage,  over  the  age  of  eighteen  who  are  residents  of  this  state  and 
of  the  political  subdivision  in  which  they  offer  to  vote  are  entitled  to  vote  at  all  elections 
by  the  people,  if  the  election  is  one  for  which  registration  is  required  if  they  are  registered 
within  the  time  prescribed  by  law,  or  if  the  election  is  one  for  which  registration  is  not 
required,  if  they  have  been  residents  of  the  political  subdivision  in  which  they  offer  to  vote 
for  thirty  days  next  preceding  the  election  for  which  they  offer  to  vote:  Provided  however,  no 
person  who  has  a guardian  of  his  or  her  estate  or  person  by  reason  of  mental  incapacity, 
appointed  by  a court  of  competent  jurisdiction  and  no  person  who  is  voluntarily  confined  in  a 
mental  institution  pursuant  to  an  adjudication  of  a court  of  competent  jurisdiction  shall  be 
entitled  to  vote,  and  persons  convicted  of  [felony,  or]  crime  connected  with  the  exercise  of 
the  right  of  suffrage  may  be  excluded  by  law  from  voting. 

SECTIONS  OP  EXISTING  LAW  WHICH  WOULD  BE  REPEALED 

Section  A:  Article  VIII,  Section  2,  of  the  Constitution  of  Missouri  is  hereby  repealed  and 
replaced  by  one  new  section  to  be  known  as  Article  VIII,  Section  2,  and  to  be  read  as 
follows: 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

115.133.  Qualifications  of  voters. 

1.  Except  as  provided  in  subsection  2 of  this  section,  any  citizen  of  the  United  States  who 
is  a resident  of  the  State  of  Missouri  and  seventeen  years  and  six  months  of  age  shall  be 
entitled  to  register  and  vote  in  any  election  which  is  held  on  or  after  his  eighteenth 
birthday. 

[2.  No  person  who  is  adjudged  incapacitated  shall  be  entitled  register  to  vote.  No  person 
shall  be  entitled  to  vote] ! 

[(1)  While  confined  under  a sentence  of  imprisonment]; 

[(2)  While  on  probation  or  parole  after  conviction  of  felony,  until  finally 
discharged  from  such  probation  or  parole;  or] 

(3)  After  conviction  of  a felony  or  misdemeanor  connected  with  the  right  of 
suffrage . ] 

2.  No  person  who  is  adjudged  incapacitated  shall  be  entitled  to  register  or  vote.  No  person 

shall  be  entitled  to  vote  after  conviction  of  a felony  or  misdemeanor  connected  with  the  right 
of  suffrage. 

3.  Except  as  provided  in  federal  law  or  federal  elections  and  in  section  115.277,  no  person 
shall  be  entitled  to  vote  if  the  person  has  not  registered  to  vote  in  the  jurisdiction  of  his 
or  her  residence  prior  to  the  deadline  to  register  to  vote. 

115.158.  Centralized  voter  registration  system-authorized  uses--use  for  commercial  purposes, 
punishment--rules  and  regulations  authorized,  required  rules-advisory  committee 

1.  The  secretary  of  state  shall  implement  a centralized,  interactive  computerized  statewide 
voter  registration  list.  This  computerized  list  shall  be  known  as  the  "Missouri  Voter 
Registration  System".  The  system  shall  be  implemented  by  January  1,  2004,  unless  a waiver  is 
obtained  pursuant  to  the  Help  America  Vote  Act  of  2002.  If  a waiver  is  obtained,  the  system 
shall  be  implemented  by  January  1,  2006.  The  system  shall  be  maintained  and  administered  by  the 
secretary  of  state  and  contain  the  name  and  registration  information  of  every  legally 
registered  voter  in  Missouri.  In  addition,  the  system  shall: 

(1)  Assign  a unique  identifier  to  each  legally  registered  voter  in  Missouri; 

(2)  Serve  as  the  single  system  for  storing  and  managing  the  official  list  of  registered  voters 
throughout  Missouri; 

(3)  Be  coordinated  with  other  agency  databases  in  Missouri; 

(4)  Allow  any  election  official  in  Missouri,  including  local  election  authorities,  immediate 
electronic  access  to  the  information  contained  in  the  system; 

(5)  Allow  all  voter  registration  information  obtained  by  any  local  election  official  In  Missouri  to 
be  electronically  entered  into  the  system  on  an  expedited  basis  at  the  time  the  information  is 
provided  to  the  local  official.  The  secretary  of  state,  as  the  chief  state  election  official,  shall 
provide  such  support  as  may  be  required  so  that  local  election  officials  are  able  to  enter  the 
registration  information;  and 

(6)  Serve  as  the  official  voter  registration  list  for  the  conduct  of  all  elections  in  Missouri. 

2 The  secretary  of  state  and  local  election  authorities  shall  perform  system  maintenance  on  a 
regular  basis,  which  shall  include: 
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(1)  Removing  names  in  accordance  with  the  provisions  and  procedures  of  the  National  Voter 
Registration  Act  of  1993  and  coordinating  system  maintenance  activities  with  state  agency  records 
on  death  [and  felony  status] ; 

(2)  Requiring  the  name  of  each  registered  voter  to  appear  in  the  system; 

(3)  Removing  only  voters  who  are  not  registered  or  who  are  not  eligible  to  vote;  and 

(4)  Eliminating  duplicate  names  from  the  system. 

3.  The  secretary  of  state  shall  provide  adequate  technological  security  measures  to  prevent  the 
unauthorized  access  to  the  system  established  pursuant  to  this  section. 

4.  The  secretary  of  state  shall  develop  procedures  to  ensure  that  voter  registration  records  within 
the  system  are  accurate  and  updated  regularly.  At  a minimum,  the  procedures  shall  include; 

(1)  A system  of  file  maintenance  that  makes  a reasonable  effort  to  remove  registrants  who  are 
ineligible  to  vote.  Consistent  with  the  National  Voter  Registration  Act  of  1993,  registrants  who 
have  not  responded  to  a notice  and  who  have  not  voted  in  two  consecutive  general  elections  for 
federal  office  shall  be  removed  from  the  official  list  of  eligible  voters,  except  that  no 
registrant  may  be  removed  solely  by  reason  of  a failure  to  vote;  and 

(2)  Safeguards  to  ensure  that  eligible  voters  are  not  removed  in  error. 

5.  Voter  registration  information  shall  be  verified  in  accordance  with  the  Help  America  vote 
Act  of  2002. 

(1)  Except  as  provided  in  subdivision  (2)  of  this  subsection,  an  application  for  voter 
registration  may  not  be  accepted  or  processed  unless  the  application  includes: 

(a)  In  the  case  of  an  applicant  who  has  been  issued  a current  and  valid  driver's  license, 
the  applicant's  driver's  license  number;  or 

(b)  In  the  case  of  any  other  applicant,  other  than  an  applicant  to  whom  subdivision  (2) 
applies,  the  last  four  digits  of  the  applicant's  Social  Security  number. 

(2)  If  an  applicant  for  voter  registration  has  not  been  issued  a current  and  valid  driver's 
license  or  a Social  Security  number,  the  applicant  shall  be  assigned  a number  which  will  serve  to 
identify  the  applicant  for  voter  registration  purposes.  The  number  assigned  under  this 
subdivision  shall  be  used  as  the  unique  identifying  number  within  the  system. 

(3)  The  secretary  of  state  and  the  director  of  the  department  of  revenue  shall  enter  into  an 
agreement  to  match  information  in  the  database  of  the  voter  registration  system  with  information 
in  the  database  of  the  motor  vehicle  system  to  enable  the  secretary  to  verify  the  accuracy  of 
information  provided  on  applications  for  voter  registration. 

(4)  The  director  of  the  department  of  revenue  shall  enter  into  an  agreement  with  the 
commissioner  of  Social  Security  and  comply  with  the  Help  America  Vote  Act  of  2002. 

6.  In  addition  to  using  the  system  for  voter  registration,  the  election  authorities  and  secretary 
of  state  may  use  the  system  for  the  collection  and  dissemination  of  election  results  and  other 
pertinent  information.  Any  information  contained  in  any  state  or  local  voter  registration  system, 
limited  to  the  master  voter  registration  list  or  any  other  list  generated  from  the  information, 
subject  to  chapter  610,  shall  not  be  used  for  commercial  purposes;  provided,  however,  that  the 
information  may  be  used  for  elections,  for  candidates,  or  for  ballot  measures,  furnished  at  a 
reasonable  fee.  Violation  of  this  section  shall  be  a class  B misdemeanor.  For  purposes  of  this 
section,  "commercial  purposes"  means  the  use  of  a public  record  for  the  purpose  of  sale  or  resale  or 
for  the  purpose  of  producing  a document  containing  all  or  part  of  the  copy,  printout,  or  photograph 
for  sale  or  the  obtaining  of  names  and  addresses  from  public  records  for  the  purpose  of  solicitation 
or  the  sale  of  names  and  addresses  to  another  for  the  purpose  of  solicitation  or  for  any  purpose  in 
which  the  purchaser  can  reasonably  anticipate  the  receipt  of  monetary  gain  from  the  direct  or 
indirect  use  of  the  public  record. 

7.  The  secretary  of  state  shall  establish  an  advisory  committee  to  assist  in  the  establishment 
and  maintenance  or  the  Missouri  voter  registration  system. 

8.  The  secretary  of  state  may  promulgate  rules  to  execute  this  section.  No  rule  or  portion  of  a 
rule  promulgated  pursuant  to  the  authority  of  this  section  shall  become  effective  unless  it  has 
been  promulgated  pursuant  to  chapter  536. 

9.  Election  authorities  and  any  agency  required  under  the  National  Voter  Registration  Act  of 
1993  to  accept  voter  registration  applications  shall  forward  registration  and  other  data  in  a 
manner  prescribed  by  the  secretary  of  state  to  assist  with  administering  and  maintaining  the 
Missouri  voter  registration  system  in  accordance  with  the  Help  America  Vote  Act  of  2002. 

561.026.  Disqualification  from  voting  and  jury  service. -Notwithstanding  any  other  provision 
of  law,  a person  who  is  convicted: 

[(1)  Of  any  crime  shall  be  disqualified  from  registering  and  voting  in  any  election 
under  the  laws  of  this  state  while  confined  under  a sentence  of  imprisonment;] 

(1)  Of  any  crime,  except  as  provided  in  subsection  (2)  of  this  section,  shall  have 
the  right  to  register  and  vote  by  absentee  ballot,  or  in  person,  pursuant  to  the  provisions  of 
Article  VIII,  Sections  6 and  7 of  the  Constitution  of  Missouri,  despite  ongoing  confinement 
under  a sentence  of  impr i sonment ; 

(2)  Of  a felony  or  misdemeanor  connected  with  the  exercise  of  the  right  of  suffrage 
shall  be  forever  disqualified  from  registering  and  voting; 

(3 )  Of  any  felony  shall  be  forever  disqualified  from  serving  as  a juror. 
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Jason  Kander 


JAMES  C.  KIRKPATRICK 

State  Information  Center 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  8,  2015 


received 


The  Honorable  Tom  Schweich 


JAN  o 8 2015 


State  Auditor 

State  Capitol  Building  1 ^ ^D/lOl .c  OFFICE 

Jefferson  City,  MO  65101 

RE:  Petition  approval  request  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 

Article  VIII,  version  1 (2016-015) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Angela  Daniels  on  January  8,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorablcjanson  Kander.  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis), 

respectfully  oider  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  85  day  of  Novemher.  2016.  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a registered 

voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the 

name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


STATE  OF  MISSOURI,  COUNTY  OF 


, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 
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(Signature) 

DATE  SIGNED 

REGISTERED 
VOTING  ADDRESS 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

— / — /20 — 

1. 

2. 

— / — /20 — 

2. 

3. 

— / — /20 — 

3. 

4. 

— / — /20 — 

4. 

5. 

— / — /20 — 

5. 

6. 

— / — /20 — 

6. 

7. 

— / — /20 — 

7. 

8. 

— / — /20 — 

8. 

9. 

_/_/20_ 

9. 

10. 

— / — /20 — 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and  County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY 
ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED 
GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  ....  do  not  ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payer 


Signature  of  Affiant 


Notary  Signature 


Printed  Name  of  Affiant 


Printed  Name  of  Notary  Public 


Address  of  Affiant 

Address  of  Notary 

Subscribed  and  sworn  to  before  me  this 

dav  of 

, 20 

My  commission  expires: 


Notary  Public  Seal 


THE  PROPOSED  CONSTITUTIONAL  AMENDMENT 


Section  A:  Article  VIII,  Section  2,  of  the  Constitution  of  Missouri  is  hereby  repealed  and 
replaced  by  one  new  section  to  be  known  as  Article  VIII,  Section  2,  and  to  be  read  as 
follows : 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  2.  Qualification  of  voters-disqualification. -All  citizens  of  the  United  States, 
including  occupants  of  soldiers'  and  sailors'  homes,  and  persons  under  sentence  for  felony  not 
related  to  the  right  of  suffrage,  over  the  age  of  eighteen  who  are  residents  of  this  state  and 
of  the  political  subdivision  in  which  they  offer  to  vote  are  entitled  to  vote  at  all  elections 
by  the  people,  if  the  election  is  one  for  which  registration  is  required  if  they  are  registered 
within  the  time  prescribed  by  law,  or  if  the  election  is  one  for  which  registration  is  not 
required,  if  they  have  been  residents  of  the  political  subdivision  in  which  they  offer  to  vote 
for  thirty  days  next  preceding  the  election  for  which  they  offer  to  vote:  Provided  however,  no 
person  who  has  a guardian  of  his  or  her  estate  or  person  by  reason  of  mental  incapacity, 
appointed  by  a court  of  competent  jurisdiction  and  no  person  who  is  voluntarily  confined  in  a 
mental  institution  pursuant  to  an  adjudication  of  a court  of  competent  jurisdiction  shall  be 
entitled  to  vote,  and  persons  convicted  of  [felony,  or]  crime  connected  with  the  exercise  of 
the  right  of  suffrage  may  be  excluded  by  law  from  voting. 


Jason  Kander 


James  C.  Kirkpatrick 
Statf,  Information  Ckntf.r 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  6,  2015 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Aundrea  Riffle  regarding  a proposed  statutory  amendment  to 

Chapter  195  (2016-014) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Aundrea  Riffle  on  January  6,  2015. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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County  

Page  No  

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  State  of  Missouri  and County  (or  city  of  St.  Louis) 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  the  voters  of  the  State  of  Missouri  for  their  approval  or  rejection, 
at  the  general  election  to  be  held  on  the  8th  day  of  November  2016  and  each  for  himself/herself  says:  1 have  personally  signed  this  petition, 

I am  a registered  voter  of  the  State  of  Missouri  and County  (or  city  of  St.  Louis)  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


(Official  Ballot  title) 


r-o 


»t 

CIRCULATOR'S  AFFIDAVIT  . < - ~ 

co 

STATE  OF  MISSOURI,  COUNTY  OF 

I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


rn 


NAME 

(SIGNATURE) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street),  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 

DIST. 

NAME 

(Printed  or  Typed) 

1. 

/ /20 

1. 

2. 

/ /20 

2. 

3. 

/ /20 

3. 

4. 

/ /20 

4. 

5. 

/ /20 

5. 

6. 

/ /20 

6. 

7. 

/ /20 

7. 

8. 

/ /20 

8. 

9. 

/ /20 

9. 

10. 

/ /20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has  stated  his  or 
her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  State  of  Missouri  and 
County  (or  city  of  St.  Louis). 

FUTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  ....  do  not ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payer 


Signature  of  Affiant 


Notary  Signature 


Printed  Name  of  Affiant 


Printed  Name  of  Notary  Public 


Address  of  Affiant 


Address  ofNotary 


Subscribed  and  sworn  to  before  me  this 


day  of , AD,  20 


Notary  Public  (seal) 


My  Commission  Expires: 


Initiative  Petition  \ ( r ~r  t ' I 

Be  it  enacted  by  the  people  of  the  State  of  Missouri  l V_y  v — ) \ [ 

Sections  195.291  and  195.295  of  the  Revised  Missouri  Statutes  is  repealed  and  three  new  sections  enacted  in  place  thereof  to  be  known  ak 
Sections  195.291,  195.295  and  195.297  to  read  as  follows: 

Explanation:  The  existing  sections  195.291  and  195.295  is  set  forth  hereinafter  with  the  new  matter  underlined,  and  deleted  matter  in 
brackets;  [thus] 

§ Section  195.291  Prior  and  persistent  offenders  imprisonment  for  distribution,  delivery,  manufacture  or  production.  — 

1.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  section  195.211,  when 
punishable  as  a class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A 
felony  if  the  court  finds  the  defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  section  195.211,  when 
punishable  as  a class  B felony,  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A 
felony  which  term  shall  be  served  |without  probation  or  parole|  in  accordance  with  the  provisions  of  section 
195.297  if  the  court  finds  the  defendant  is  a persistent  drug  offender. 

§ Section  195.295  Prior  and  persistent  offenders — trafficking  drugs,  second  degree,  imprisonment  for.  — 

1.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  subdivision  (1)  of  subsection  1 
of  section  195.223,  subdivision  (1)  of  subsection  2 of  section  195.223,  subdivision  (1)  of  subsection  3 of 
section  195.223,  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of 
section  195.223,  subdivision  (1)  of  subsection  6 195.223,  or  subdivision  (1)  of  subsection  7 of  section 
195.223  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the 
defendant  is  a prior  drug  offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (1)  of  subsection 
1 of  section  195.223,  subdivision  (1)  of  subsection  2 of  section  195.223,  subdivision  (1)  of  subsection  3 of 
section  195.223,  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of 
section  195.223,  subdivision  (1)  of  subsection  6 of  section  195.223,  or  subdivision  (1)  of  subsection  7 of 
section  195.223,  or  subdivision  (1)  of  subsection  9 of  section  195.223  shall  be  sentenced  to  the  authorized 
term  of  imprisonment  for  a class  A felony,  which  term  shall  be  |without  probation  or  parole]  served  in 
accordance  with  the  provisions  of  section  195.297  if  the  court  finds  the  defendant  is  a persistent  drug 
offender. 

3.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (2)  of  subsection  1 
of  section  195.223,  subdivision  (2)  of  subsection  (2)  of  section  195.223,  subdivision  (2)  of  subsection  3 of 
section  195.223,  subdivision  (2),  of  subsection  4 of  section  195.223,  subdivision  (2)  of  subsection  5 of  section 
195.223,  subdivision  (2)  of  subsection  6 of  section  195.223,  or  subdivision  (2)  of  subsection  7 of  section 
195.223  or  subsection  8 of  section  195.223,  or  subdivision  (2)  of  subsection  9 of  section  195.223  shall  be 
sentenced  to  the  authorized  term  of  imprisonment  for  a class  A felony,  which  term  shall  be  served  in 
accordance  with  the  provisions  of  section  195.297  |without  probation  or  parole]  if  the  court  finds  the 
defendant  is  a prior  drug  offender. 

$ Section  195.297.  I.  Section  195.297  shall  be  known  and  may  be  cited  as  the  “Smarter  Non-Violent.  Prior  and  Persistent  Drug 
Offenders  Act." 

2.  The  provisions  of  subsections  1 to  3 of  this  section  shall  be  applicable  to  a nonviolent  offender  serving  without 
probation  or  parole  sentences  for  drug  felonies.  For  the  purposes  of  this  section,  "previous  conviction(sl”  means  any  prior  pleading  to 
or  being  found  guilty  of  a drug  related  felony.  Other  provisions  of  the  law  to  the  contrary  notwithstanding,  any  offender  who  has 
pleaded  guilty  to  or  has  been  found  guilty  of  a Class  A felony  under  195.291  (subsection  2)  or  195.295  (subsection  2 and  31  and  is 
committed  to  the  department  of  corrections  shall  be  required  to  serve  the  following  minimum  prison  terms: 

m If  the  offender  has  one  previous  conviction  for  a non-violent  drug  felony  unrelated  to  the 

present  offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  forty  percent  of  his  or  her 

sentence  or  until  the  offender  attains  seventy  years  of  age  and  has  served  at  least  thirty  percent  of  the  sentence 
imposed,  whichever  occurs  first: 

(21  If  the  offender  has  two  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the 

present  offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  fifty  percent  of  his  or  her 

sentence  or  until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the  sentence 
imposed,  whichever  occurs  first: 

(31  If  the  offender  has  three  or  more  previous  convictions  for  non-violent  drug  felonies  unrelated  to 
the  present  offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  seventy  percent  of  his  or 
her  sentence  or  until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the 
sentence  imposed,  whichever  occurs  first. 

(4)  This  new  enactment  shall  not  apply  to  any  offender  that  has  pleaded  guilty  to  or  has  been  convicted  of 
a dangerous  felony,  in  any  relation  to  the  relevant  drug  conviction. 

3.  For  purposes  of  this  section,  the  term  "minimum  prison  term"  shall  mean  time  required  to  be  served  by  the  offender  before  he 
or  she  is  eligible  for  parole,  conditional  release  or  other  early  release  by  the  department  of  corrections. 

4. (11  Courts  shall  retain  discretion  to  lower  a person  sentence  that  has  been  sentenced  to  a without  probation  or  parole  sentence 
and  order  restorative  justice  methods,  when  applicable. 

(21  As  alternative  sentences,  the  Court  may  impose,  prison  work  programs,  work  release,  home-based  incarceration, 
treatment  programs  outside  of  prison,  probation  and  parole  options,  and  any  other  programs, 

(31  The  office  of  the  state  courts  administrator,  the  department  of  public  safety,  and  the  department  of  corrections  shall 
cooperate  with  the  circuit  courts  of  this  state  by  providing  information  or  access  to  information  needed  by  the  Court 
pertaining  to  an  offender. 

5.  If  the  imposition  or  execution  of  a sentence  is  suspended,  the  court  may  order  any  or  all  of  the  following  restorative  justice 
methods,  or  any  other  method  that  the  court  finds  just  or  appropriate: 

( 1 1 Restitution  to  any  victim  or  a statutorily  created  fund  for  costs  incurred  as  a result  of  the  offender's  actions: 

(21  Offender  treatment  programs: 

(31  Mandatory  community  service: 

(41  Work  release  programs  in  local  facilities:  and 

(51  Community-based  residential  and  nonresidential  programs. 

(61  Payment  to  the  “Saving  Families  and  Students  Fund.”  ranging  from  $100.00  up  to  $500.00 

6.  The  provisions  of  this  section  shall  apply  only  to  offenses  occurring  on  or  after  August  3.  1993. 

7.  Pursuant  to  subdivision  ( 1 1 of  subsection  5 of  this  section,  the  court  may  order  the  assessment  and  payment  of  a designated  amount 
of  restitution  to  a county  law  enforcement  restitution  fund  established  by  the  county  commission  pursuant  to  section  50.565.  Such  contribution 
shall  not  exceed  ten  thousand  dollars.  Any  restitution  moneys  deposited  into  the  county  law  enforcement  restitution  fund  pursuant  to  this 
section  shall  only  be  expended  pursuant  to  the  provisions  of  section  50.565. 


8.  A mdge  may  order  payment  to  a restitution  fund  only  if  such  fund  had  been  created  by  ordinance  or  resolution  of  a county  of  (he 


State  of  Missouri  prior  to  sentencing.  A judge  shall  not  have  any  direct  supervisory  authority  or  administrative  control  over  any  fund  to  which 
the  judge  is  ordering  a defendant  to  make  payment. 


9.  A defendant  who  fails  to  make  a payment  to  a county  law  enforcement  restitution  fund  may  not  have  his  or  her  parole  or  probation 
revoked  solely  for  failing  to  make  such  payment  unless  the  judge,  after  evidentiary  hearing,  makes  a finding  supported  by  a preponderance  of 
the  evidence  that  the  defendant  either  willfully  refused  to  make  the  payment  or  that  the  defendant  willfully,  intentionally,  and  purposefully 
failed  to  make  sufficient  bona  fide  efforts  to  acquire  the  resources  to  pay. 

10.  Nothing  in  this  section  shall  be  construed  to  prevent  circuit  courts  of  the  state  from  entertaining  cases  that  are  no  longer  pending 
and  have  become  final. 


11.  All  state  laws  and  sentencing  practices,  which  are  inconsistent  with  the  subsection  (2)  of  section  195.297  shall  no  longer  be  in 
force  and  effect  insofar  as  they  are  inconsistent  with  this  section.  As  the  sole  purpose  of  the  enactment,  is  to,  “annul  and  repeal  without 
probation  or  parole  for  non-violent  drug  offenders  sentenced  under  Section  195.291  or  195.295.”  To  include  and  replace  any  prior  provisions, 
language  and  terminology  of  sections  195.291  and  195.295,  and  become  consistent  with  repealing  without  probation  or  parole. 

12.  This  measure  mandates,  that  any  offender  currently  serving  a non-parolable  sentence  for  drugs  sentenced  under  195.291 
(Subsection  2)  or  195.295  (Subsections  2 or  3),  to  immediately  be  considered  by  the  Missouri  Board  of  Probation  and  Parole,  for  parole 
consideration,  in  compliance  with  this  measure. 

13.  Under  this  measure,  a “Life  sentence”  shall  be  calculated  as  30  years. 

14.  This  measure  requires  that  the  annual  savings  to  the  state  created  thereby,  of  this  measure,  as  estimated  by  the  Governor’s 
administration,  be  annually  transferred  from  the  General  Fund  into  a new  state  fund,  the  Saving  Families  and  Students  Fund.  Under  this 
measure,  monies  in  the  fund  would  be  divided  as  follows: 

• 25  percent  for  grants  aimed  at  reducing  truancy  and  drop-outs  among  K-12  students  in  Missouri  Public  Schools.  (State 
Department  of  Education) 

• 10  percent  for  victims  services  grants.  (Missouri  Restorative  Justice  1 

• 50  percent  to  support  mental  health  and  drug  abuse  treatment  services  that  are  designed  to  help  keep  individuals  out  of 
prison  and  jail.  (Missouri  Department  of  Mental  Health.  Missouri  Department  of  Corrections/Probation  and  Parole) 

• 15  percent  to  create  and  maintain  employment  training  for  convicted  felons,  aimed  at  lowering  recidivism.  (Missouri 
Department  of  Corrections.  Missouri  Office  of  Probation  and  Parole) 


K*rO(3 


James  C.  Kirki>atric:k 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  26,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Nicholas  Raines  regarding  a proposed  constitutional  amendment 

to  Article  IV  (2016-013) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Nicholas  Raines  on  December  24,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  Cut  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 


(Official  Ballot  Title) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 
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being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes)  (Citv.  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Print  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

1 1. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAI  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY 
OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age,  I do  do  not  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the_ 

payer 


Signature  of  Affiant  (Person  obtaining  signatures) 

Printed  Name  of  Affiant 

Subscribed  and  sworn  to  before  me,  this day  of A.D. 

Notary  Public  (Seal) 

My  commission  expires 


Address  of  Affiant 


Signature  of  Notary 


Address  of  Notary 


This  measure  amends  the  Missouri  Constitution  by  adding  Section  54  to  Article  IV.  This  amendment  implicitly  repeals,  in  part  or  in  whole,  and 
amends  various  statutes  and  subsections  including  but  not  necessarily  limited  to  RSMo  105.1105,  105.1108,  105.1112,  1 95.0 1 0.(  1 0)(b)c, 
1 95.0 1 0.(  1 0)(d),  I95.010.(l7)(m)(b),  1 95.0 1 0.(  1 7)(g),  1 95.0 1 0.(  1 7)(l),  195.010(24),  195.015.4,  I95.017.2(4)(r),  1 95.0 1 7.2(4)(z), 

195.01 7.2(4)(ii),  195.140.2(2),  195.202.2,  195.202.3,  195.211.2,  195.211.3,  195.211.4,  195.222.7,  195.223.7,  195.223.8,  263.250.1. 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  to  be  known  as  Article  IV,  Section  54  and  to  read  as  follows: 

1.  Cannabis  shall  immediately  be  removed  from  the  Missouri  Revised  Statutes  list  of  controlled  substances  and  shall  no  longer  be  listed  among 
Missouri's  drug  schedules. 

2.  Definition  of  terms,  as  used  in  this  Act: 

fa)  "cannabis"  and  “cannabis  hemp”  refer  to  the  cannabis,  marihuana,  marijuana,  cannabis  sativa,  cannabis  indica,  cannabis  ruderalis,  ql any. 
variety  of  cannabis,  including  any  derivative,  concentrate,  extract,  flower,  leaf,  particle,  preparation,  resin,  root,  salt,  seed,  stalk,  stem,  or  any 
product  thereof. 

(bl  "Medical  cannabis"  refers  to  the  medical  use  of  cannabis. 

(cl  “Personal  use”  refers  to  the  non-medical  consumption  of  cannabis. 

(dl  “Cannabis  accessories”  means  any  equipment,  products,  or  materials  of  any  kind  that  are  used,  intended  for  use,  or  designed  for  use  in 
planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing,  compounding,  converting,  producing,  processing,  preparing,  testing, 
analyzing,  packaging,  repackaging,  storing,  or  containing  cannabis,  or  for  ingesting,  inhaling,  vaporizing,  smoking  or  otherwise  introducing 
cannabis  into  and/or  onto  the  human  body. 

(el  “Establishment"  refers  to  a cannabis  cultivation  facility,  a cannabis  testing  facility,  a cannabis  product  manufacturing  facility,  or  a retail  store, 
cannabis  store  or  other  entity  that  cultivates,  prepares,  manufactures,  packages,  transports  or  sells  cannabis,  cannabis  products  and/or  cannabis 
accessories. 


3,  The  following  acts  are  not  unlawful  and  shall  not  be  an  offense  under  Missouri  law: 

(al  Possession  of  cannabis  for  personal  or  medical  use. 

(bl  Cultivating  cannabis  for  personal  or  medical  use,  in  an  area  sufficient  to  produce  the  quantity  necessary  to  address  one’s  personal  or  medical 
needs. 

(cl  Cultivation,  harvesting,  processing,  manufacturing,  packaging,  distributing,  transferring,  displaying  or  possessing  cannabis,  cannabis 
accessories,  and  cannabis  products  for  commercial  purposes,  provided  the  person  has  current  applicable  licensing  to  operate  a commercial 
establishment.  No  special  licensing  will  be  required  bevond  that  which  is  applicable  for  the  cultivation,  harvest,  processing,  manufacturing, 
packaging,  distribution,  transferal,  display  or  possessing  of  any  non-toxic  food  or  food  product. 

(dl  Providing  cannabis,  cannabis  accessories,  and  cannabis  products  for  sale  to  consumers. 

(el  Leasing  or  otherwise  allowing  the  use  of  property  owned,  occupied  or  controlled  by  any  person,  corporation  or  other  entity  for  any  of  the 
activities  conducted  lawfully  in  accordance  with  paragraphs  (al  through  (dl  of  this  subsection. 

(f)  The  use  and/or  possession  of  cannabis  shall  not  be  grounds  for  issuing  a “Driving  under  the  influence”  (DUD  charge,  arrest  or  fines  when 
operating  a motor  vehicle. 

4,  Medical  cannabis  shall  be  available  to  patients  without  taxation  who  have  a physician's  recommendation  for  its  use. 

(al  All  patients  engaged  in  cannabis  therapy  shall  be  afforded  the  same  rights  and  privileges  afforded  to  any  patient  treated  through  conventional 
therapeutic  means. 

(bl  Licensed  physicians  shall  not  be  penalized  for,  nor  restricted  from  recommending  cannabis  for  medical  purposes  to  any  person  under  their 
care. 

(cl  Veterinarians  shall  not  be  penalized  nor  restricted  from  recommending  cannabis  for  medical  purposes  for  any  creature  under  their  care. 

(d)  Opinions  pertaining  to.  and  willingness  to  recommend  medical  cannabis  therapy  shall  not  be  a criteria  for  the  licensure  of  physicians:  no 
physician  shall  be  subject  to  any  professional  licensing  review  or  hearing  as  a result  of  recommending  or  approving  medical  cannabis  therapy. 

(e)  Any  individual  who  is  a cannabis  patient  in  another  state  shall  be  granted  the  same  rights  and  privileges  as  a legal  Missouri  cannabis  patient. 

(f)  Medical  care,  including  organ  transplants,  shall  not  be  restricted  in  any  wav  based  on  a person’s  use  of  cannabis. 

5.  The  dictates  of  this  Initiative  shall  be  implemented  no  later  than  January  3 1st.,  following  the  election  that  placed  this  initiative  before  the 
people. 

6.  Upon  the  passage  of  this  Act,  all  persons  incarcerated  or  under  supervision  of  the  Missouri  Board  of  Probation  and  Parole  for  non-violent, 
cannabis-only  offenses  which  are  no  longer  illegal  in  the  State  of  Missouri  under  this  Act  shall  be  immediately  released. 

(al  The  Court  shall  order  the  immediate  expungement  of  civil  and  criminal  records  pertaining  to  all  non-violent  cannabis  only  offenses  which  are 
no  longer  illegal  in  the  State  of  Missouri  under  this  Act. 

(bl  Within  60  days  of  the  passage  of  this  Act,  the  Attorney  General  shall  develop  and  make  available  to  the  public  a legal  document  ordering  the 
immediate  destruction  of  all  cannabis-related  non-violent  civil  and  criminal  records  in  Missouri  and  for  any  offense  covered  by  this  amendment 
which  is  no  longer  illegal  in  the  State  of  Missouri  under  this  Act.  This  document  shall  be  distributed  to  all  Circuit  Court  clerks  within  the  State. 

I.  No  Missouri  law  enforcement  personnel  or  state  funds  shall  be  used  to  assist  or  aid  in  the  enforcement  of  federal  cannabis  laws  involving  acts 
which  are  no  longer  illegal  in  the  State  of  Missouri  under  this  amendment. 

8.  Any  person  who  willfully  impedes  the  lawfiil  exercise  of  these  provisions  is  guilty  of  a Class  A misdemeanor. 

9.  Cannabis  farmers,  manufacturers,  processors,  and  distributors  shall  not  be  subject  to  any  special  zoning  requirement,  licensing  fee  that  is 
excessive,  discriminatory,  prohibitive,  or  in  any  wav  contrary  to  that  which  is  relative  to  any  other  commercial  or  agricultural  farmer, 
manufacturer,  processor  or  distributor. 

10.  Pursuant  to  the  Ninth  and  Tenth  Amendments  to  the  Constitution  of  the  United  States,  the  people  of  Missouri  hereby  repudiate  and  challenge 
federal  cannabis  prohibitions  that  conflict  with  this  Act. 

I I.  If  any  rival  or  conflicting  initiative  regulating  any  matter  addressed  by  this  act  receives  the  higher  affirmative  vote,  then  all  non-conflicting 
parts  shall  become  operative. 

12.  All  provisions  of  this  section  are  self-executing  and  severable,  and,  except  where  otherwise  indicated  in  the  text  of  this  document,  shall 
supersede  conflicting  city,  county,  state  or  federal  statutory,  local  charter,  ordinance,  or  resolution. 


MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-013) 


Subject 

Initiative  petition  from  Nicholas  Raines  regarding  a proposed  constitutional  amendment  to 
Article  IV  of  the  Constitution  of  Missouri.  (Received  December  26,  2014) 


Date 


January  15,  2015 

Description 

This  proposal  would  amend  Article  IV  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Kansas  City  Board  of  Police 
Commissioners,  and  St.  Louis  Board  of  Police  Commissioners. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  to  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined 
this  initiative  petition  would  not  have  a direct  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  the  total 
estimated  costs  for  salaries,  fringe  benefits,  and  expense  and  equipment  will  be  $52,433 
for  fiscal  year  2016,  $79,536  for  fiscal  year  2017,  and  $80,530  for  fiscal  year  2018. 

Rental  space  would  be  needed  for  one  new  FTE  located  in  Jefferson  City:  1 FTE  x 200  sq 
ft/FTE  x $16.75/sq.  ft.  = $3,350. 

The  proposed  language  could  create  new  classes  of  small  businesses  (marijuana 
manufacturers  and  retailers). 

Proposed  Article  IV,  Section  54. 2. (a)  defines  cannabis  and  includes  any  derivative, 
concentrate,  and  extract.  While  not  explicitly  stated,  for  fiscal  note  purposes  the 
Department  of  Health  and  Senior  Services  (DHSS)  assumes  these  could  be  added  to  food 
products.  Sections  196.010  through  196.298,  RSMo  gives  the  DHSS  responsibility  for 
the  regulation  of  food  to  include  such  duties  as  ensuring  food  safety,  sanitation,  and 
proper  labeling,  etc.  DHSS  would  have  additional  responsibility  to  assure  that  facilities 
manufacturing  foods  containing  marijuana  and  marijuana  products  are  regulated  the  same 
as  other  food  manufacturers. 

DHSS  assumes  that  manufacturers  will  have  “one  stop  shops”  that  will  include  the  retail 
portion  on  the  same  grounds  as  the  manufacturing  plant  where  marijuana  products  will  be 
manufactured.  DHSS  estimates  that  there  may  be  as  many  as  150  manufacturing/retail 
facilities  throughout  the  state.  Since  the  local  public  health  agencies  assume 
responsibility  for  inspecting  retail  food  establishments,  DHSS  would  not  have  to  incur 
additional  costs  for  these  inspections.  DHSS  would  have  to  inspect  the  manufacturing 
portion  of  the  facility.  DHSS  would  require  one  field  inspector  to  inspect  the 
manufacturing  plants  (Environmental  Public  Health  Specialist  IV,  A27,  Step  G,  $43,056). 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

The  petition  proposes  to  legalize  the  production,  trafficking,  sale,  distribution  and 
consumption  of  marijuana  and  the  expungement  of  all  criminal  records  for  convictions 
related  to  marijuana  as  a controlled  substance.  The  petition  is  similar  to  petition  16-009 
except  that  there  is  no  exemption  for  offenders  or  purchasers  who  are  2 1 and  under. 

The  response  to  16-009  is  modified  to  include  offenders  who  were  21  or  younger  at  the 
time  of  the  offense.  Approximately  20%  of  offenders  received  by  the  Department  of 
Corrections  for  marijuana  only  drug  offenses  were  21  or  younger. 

The  legalization  of  marijuana  will  impact  the  department  in  three  ways: 

1.  It  will  discharge  offenders  with  convictions  for  marijuana  from  incarceration  or 
field  supervision  if  the  marijuana  convictions  are  the  only  convictions  the 
offenders  are  serving. 

2.  It  will  reduce  the  number  of  offenders  being  sentenced  and  received  by  the 
Department  of  Corrections  (DOC)  for  prison  or  probation  sentences. 

3.  It  will  require  administrative  actions  by  DOC  staff  to  re-calculate  sentences,  risk 
assessments,  parole  release  dates  and  custody  levels  for  those  offenders  who  have 
had  marijuana  convictions  expunged. 

The  estimate  of  the  number  of  offenders  who  will  be  impacted  by  the  legalization  of 
marijuana  can  be  calculated  from  the  sentencing  records  maintained  by  the  DOC  but  with 
a significant  proviso.  Most  offenders  sentenced  for  drug  offenses  in  Missouri  are 
sentenced  for  the  production,  trafficking,  sale,  distribution  or  possession  of  a controlled 
substance  and  the  drug  type  is  not  part  of  the  offense.  In  some  cases  the  drug  type  is 
known  because  the  drug  type  is  included  in  the  NCIC  code  or  is  included  in  the  offense 
description.  Although  the  time  served  calculations  of  the  bill  is  based  upon  those  cases 
where  the  drug  type  is  known  the  impact  has  to  include  an  estimate  of  the  drug  offenders 
where  the  drug  type  is  not  known.  As  only  32%  of  drug  offenses  include  the  drug  type 
the  expansion  factor  is  significant  (3.17). 

1.  The  discharge  of  offenders  with  only  a conviction  for  marijuana 

On  December  5,  2014  there  were: 

a)  143  incarcerated  offenders  and  after  applying  the  expansion  factor  of  3.17  it  is 
estimated  that  45 1 offenders  will  be  eligible  to  be  discharged  immediately. 


b)  1,319  offenders  on  probation  or  parole  and  after  applying  the  expansion  factor  of 
3.17  it  is  estimated  that  4,180  offenders  will  be  discharged  from  field  supervision. 

There  may  be  other  offenders  who,  after  the  expungement  of  the  marijuana  offenses,  may 
be  eligible  for  immediate  discharge  or  have  their  release  date  advanced  but  no  estimate 
has  been  for  these  offenders.  The  reduction  in  time  served  would  be  significant  if  the 
marijuana  drug  offense  was  being  served  consecutively  but  most  drug  offenses  are  served 
consecutively  and  are  eligible  for  parole.  Drug  offenders  do  not  serve  minimum  prison 
terms  for  prior  incarcerations  with  the  DOC. 

2.  The  reduction  of  new  admissions  and  new  probation  cases 

In  FY 14  there  were: 

a)  110  offenders  admitted  to  prison  to  serve  a marijuana  drug  offense  and  had  no 
other  offense.  After  the  expansion  factor  of  3.17  it  is  estimated  that  348  offenders 
were  admitted  in  FY14.  Using  time  served  statistics  from  offenders  released  in 
FY14  for  marijuana  only  offenses  it  is  estimated  that  the  average  time  served  was 
0.81  years.  The  annual  reduction  in  the  institutional  population  is  estimated  at  282 
(348*  0.81  years)  and  the  reduction  will  begin  in  the  first  year  following 
enactment  of  the  bill. 

b)  501  offenders  were  placed  on  probation  for  only  a marijuana  drug  offense.  After 
applying  the  expansion  factor  it  is  estimated  that  there  were  1,589  offenders 
placed  on  probation  for  a marijuana  drug  offense. 

3.  Administrative  Actions 

Administrative  actions  are  required  to  account  for  the  expungement  of  marijuana 
convictions  and  the  re-calculation  of  release  dates  and  risk  assessments.  No 
estimate  is  made  for  these  actions  but  it  could  be  substantial  because  marijuana 
only  convictions  are  not  readily  available  in  the  DOC  offender  database.  The 
petition  states  that  the  Attorney  General  would  publish  a list  of  records  to  be 
expunged.  Also  note  that  this  petition  does  not  call  for  automatic  expungement. 
The  offender  has  to  petition  the  court  which  will  complicate  the  process  and 
calculation  of  expungement  cost. 

Impact  Summary 

In  the  year  following  the  enactment  of  the  bill  there  will  be  offenders  discharged  and 
fewer  offenders  received  by  the  DOC.  Because  of  the  average  stay  is  less  than  one  year 
both  impacts  will  occur  in  the  first  year.  After  the  first  year  the  prison  and  probation 
populations  will  stabilize  at  a new  lower  level  and  will  continue  through  the  10  years  of 
the  budget  forecast. 


Impact  based  upon  the  assumption  of  equal  distribution  for  drug  offenses  when  the 
drug  type  is  not  known 


Prison 

Field 

Discharged 

Fewer 

Admissions 

Total 

Discharged 

Fewer 

Probations 

Total 

FY16 

451 

348 

799 

4,180 

1,589 

5,769 

The  estimates  are  based  upon  the  assumption  that  the  distribution  of  drugs  offenses  when 
drug  is  known  is  similar  to  the  distribution  of  drugs  when  the  drug  type  is  not  known.  A 
minimum  impact  of  the  legalization  of  marijuana  is  based  upon  only  the  convictions  that 
are  known  to  be  for  marijuana  and  no  account  is  taken  of  the  drug  offenses  for  which  the 
drug  type  is  not  known.  The  reduction  in  the  population  from  fewer  admissions  is 
admissions  (110)  multiplied  by  the  average  stay  (0.81  years)  = 89. 

Minimum  Impact-excluding  drug  offenses  when  the  drug  type  is  not  known 


Prison 

Field 

Discharged 

Fewer 

Admissions 

Total 

Discharged 

Fewer 

Probations 

Total 

FY16 

143 

89 

232 

1,319 

501 

1,820 

These  are  the  DOC  direct  offender  costs  for  either  incarceration  (FY14  average  of 
$16,725  per  offender,  per  day,  or  an  annual  cost  of  $6,105  per  inmate)  or  for  supervision 
provided  by  the  Board  of  Probation  and  Parole  (FY14  average  of  $6.72  per  offender,  per 
day  or  an  annual  cost  of  $2,453  per  offender).  It  is  assumed  that  the  least  amount  of 
individuals  affected  would  be  232  incarcerated  offenders  and  1,820  field  supervised 
offenders  and  at  most  it  would  affect  799  incarcerated  offenders  and  5,769  filed 
supervised  offenders  for  an  estimated  cost  avoidance  of  $5,880,820  to  $19,029,252  in 
FY16.  However,  this  does  not  necessarily  mean  there  will  be  a net  reduction  in  the  DOC 
budget.  The  prison  population  has  been  steadily  increasing  over  the  past  few  years  due  to 
many  other  factors  not  related  to  marijuana  offenses. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  - Office  of  the  Director  indicated  they 
see  no  fiscal  impact. 

Division  of  Alcohol  and  Tobacco  Control  (ATC)  indicated  this  initiative  petition  does  not 
have  a licensing  aspect,  nor  does  the  division  have  any  enforcement  duties  as  a result  of 
this  petition,  therefore  there  is  no  fiscal  impact  to  ATC. 


Missouri  State  Highway  Patrol  (MSHP)  indicated  the  total  estimated  costs  for  salaries, 
fringe  benefits,  and  expense  and  equipment  will  be  $861,969  for  fiscal  year  2016, 
$1,044,925  for  fiscal  year  2017,  and  $1,055,592  for  fiscal  year  2018. 

In  1924,  the  United  States  Justice  Department  FBI  began  building  a national  system  of 
criminal  records  for  the  protection  of  citizens  through  the  detection  and  apprehension  of 
criminals.  The  Omnibus  Crime  Control  and  Safe  Streets  Act  of  1968  established 
minimum  requirements  for  the  management  of  criminal  record  systems.  The  Kennedy 
Amendment  in  the  Crime  Control  Act  of  1973  requires  all  criminal  history  infonnation 
collected,  maintained  and/or  disseminated  by  state  and  local  agencies  to  be  complete, 
secure  and  available  for  review  and  challenged  by  record  subjects.  It  further  stipulates 
that  information  must  be  used  only  for  law  enforcement  and  other  specifically  authorized 
purposes.  The  Anti-Drug  Abuse  Act  of  1988  requires  a system  for  the  immediate  and 
accurate  identification  of  felons  who  attempt  to  purchase  firearms.  The  Brady  Handgun 
Violence  Prevention  Act  of  1993,  the  National  Child  Prevention  Act  of  1993,  the 
National  Stalker  and  Domestic  Violence  Reduction  Program  of  the  Violence  Against 
Women  Act,  the  National  Instant  Criminal  Background  Check  System/Crime 
Identification  Technology  Act  of  1998,  the  NICS  Improvement  Amendment  Act,  the 
Jacob  Wetterling  Crimes  Against  Children  Act,  and  the  Sexually  Violent  Offender 
Registration  Act  (Megan’s  Law).  These  supporting  bills  are  all  programs  that  are 
dependent  upon  a complete,  accurate  and  timely  criminal  history  database  in  the  state. 

This  proposed  legislation  would  also  impact  the  determination  of  qualified  individuals 
relating  to  positions  of  public  trust  (i.e.,  persons  caring  for  children,  the  elderly  or  the 
disabled).  It  would  adversely  impact  the  criminal  justice  system  and  the  ability  for  the 
criminal  justice  system  to  adequately  protect  the  citizens  of  Missouri  from  convicted 
criminals. 

Article  IV,  Section  54.  6.  (b)  states  that  within  60  days  of  the  passage  of  this  Act,  the 
Attorney  General  shall  develop  and  make  available  to  the  public  a legal  document 
ordering  the  immediate  destruction  of  all  cannabis-related  non-violent  civil  and  criminal 
records  in  Missouri  and  for  any  offense  covered  by  this  amendment  which  is  no  longer 
illegal  in  the  state  of  Missouri  under  this  Act.  This  document  shall  be  distributed  to  all 
Circuit  Court  clerks  within  the  state. 

Article  IV,  Section  54.  6.  (b)  conflicts  with  the  expungement  process  in  Chapter  61. 
Section  610.122  and  610.123  address  the  requirements  and  processes  for  expungements. 
This  proposed  amendment  does  not  address  these  state  statutes  and  would  conflict  with 
these  laws.  Currently,  no  record  can  be  expunged  if  the  individual  of  the  arrest  has  prior 
or  subsequent  misdemeanor  or  felony  convictions,  the  subject  received  a suspended 
imposition  of  sentence  for  the  arrest,  or  the  subject  received  a conviction. 

Additionally,  certain  misdemeanor  and  municipal  offenses  (i.e.,  drug  offenses  under 
Chapter  195)  can  be  enhanced  if  it  is  a second  or  third  offense.  It  would  be  difficult  to 
enhance  the  offense  per  558.016  if  previous  convictions  were  expunged. 


The  language  in  this  initiative  petition  requiring  courts  to  order  the  immediate 
expungement  of  civil  and  criminal  records  pertaining  to  all  non-violent  cannabis  only 
offenses  as  well  as  the  Missouri  Attorney  General  to  develop  and  make  available  to  the 
public  a legal  document  ordering  the  immediate  destruction  of  all  cannabis-related  non- 
violent civil  and  criminal  records  in  Missouri  appears  to  be  ambiguous.  If  passage  of  this 
constitutional  amendment  were  to  occur  based  on  this  initiative  petition,  are  Missouri 
courts  immediately  mandated  to  order  the  immediate  expungement  of  records  noted  in 
the  petition,  or  are  individuals  required  to  petition  courts  utilizing  the  document  created 
by  the  Missouri  Attorney  General?  Furthennore,  is  the  language  pertaining  to  the 
immediate  destruction  of  records  intended  for  agencies  to  blindly  expunge  records 
without  any  review  whatsoever?  The  meaning  of  the  tenn  “non-violent”  and  “cannabis 
only  offenses”  is  unclear.  What  is  a “non-violent”  offense  and  does  possession  of  drug 
paraphernalia  fall  within  the  realm  of  a “cannabis  only  offense”?  Definitions  for  terms 
“immediate,  non-violent,  and  cannabis  only  offense”  would  be  helpful. 

The  following  language  is  proposed  to  provide  for  the  collection  of  a fee  to  offset  the 
costs  of  the  expungement: 

43.530.  1.  For  each  request  requiring  the  payment  of  a fee  received  by  the  central 
repository,  the  requesting  entity  shall  pay  a fee  of  not  more  than  nine  dollars  per  request 
for  criminal  history  record  information  not  based  on  a fingerprint  search.  In  each  year 
beginning  on  or  after  January  1,  2010,  the  superintendent  may  increase  the  fee  paid  by 
requesting  entities  by  an  amount  not  to  exceed  one  dollar  per  year,  however,  under  no 
circumstance  shall  the  fee  paid  by  requesting  entities  exceed  fifteen  dollars  per  request. 

2.  For  each  request  requiring  the  payment  of  a fee  received  by  the  central  repository,  the 
requesting  entity  shall  pay  a fee  of  not  more  than  twenty  dollars  per  request  for  criminal 
history  record  information  based  on  a fingerprint  search,  unless  the  request  is  required 
under  the  provisions  of  subdivision  (6)  of  section  210.481,  section  210.487,  or  section 
571.101,  in  which  case  the  fee  shall  be  fourteen  dollars. 

3.  A request  made  under  subsections  1 and  2 of  this  section  shall  be  limited  to  check  and 
search  on  one  individual.  Each  request  shall  be  accompanied  by  a check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a manner  approved  by  the  highway  patrol. 
The  highway  patrol  may  establish  procedures  for  receiving  requests  for  criminal  history 
record  information  for  classification  and  search  for  fingerprints,  from  courts  and  other 
entities,  and  for  the  payment  of  such  requests.  There  is  hereby  established  by  the  treasurer 
of  the  state  of  Missouri  a fund  to  be  entitled  as  the  "Criminal  Record  System  Fund". 
Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  if  the  moneys  collected 
and  deposited  into  this  fund  are  not  totally  expended  annually  for  the  purposes  set  forth  in 
sections  43.500  to  43.543,  the  unexpended  moneys  in  such  fund  shall  remain  in  the  fund 
and  the  balance  shall  be  kept  in  the  fund  to  accumulate  from  year  to  year. 

4.  For  all  petitions  for  expungement  under  the  provisions  of  Chapter  610,  Section 
577.054,  or  any  other  created  expungement  requirement  under  statute,  excluding  Section 


610.122,  the  applicant  shall  pay  a fee  of  seventy-fifty  dollars  per  arrest  date  listed  on  the 
petition.  Each  petition  shall  be  accompanied  by  a check,  warrant,  voucher,  money  order, 
or  electronic  payment  payable  to  the  state  of  Missouri-criminal  record  system  or  payment 
shall  be  made  in  a manner  approved  by  the  highway  patrol.  For  expungements  that 
require  removal  from  the  Traffic  Arrest  System  twenty  dollars  of  the  seventy-five  dollar 
fee  will  be  deposited  in  the  Highway  Patrol  Traffic  Records  Fund. 

This  proposal  will  affect  the  Attorney  General’s  Office  and  all  state  courts. 

The  proposed  legislation  would  add  one  new  section  to  the  state  of  Missouri  Constitution 
to  be  known  as  Article  IV,  Section  54  which  would  require  cannabis  to  be  immediately 
removed  from  the  Missouri  Revised  Statutes  list  of  controlled  substances  and  no  longer 
listed  among  Missouri’s  drug  schedules.  The  petition  calls  for  Missouri  courts  to  order 
the  immediate  expungement  of  civil  and  criminal  records  pertaining  to  all  non-violent 
cannabis-only  offenses. 

The  Criminal  Justice  Information  Services  Division  (CJIS)  states  that  there  are  currently 
315,063  arrest  charges  in  the  Central  Repository  that  qualify  for  expungement  under  this 
Initiative  Petition  to  amend  Article  IV,  Section  54  of  the  Constitution.  With  no  specific 
statutory  reference  into  how  these  expungements  would  be  handled  or  the  process  by 
which  they  would  be  expunged,  it  is  difficult,  at  best,  to  estimate  the  amount  of  FTE's 
required  by  the  CJIS  Division  to  carry  out  the  expungements.  The  current  expungement 
process,  pursuant  to  Chapter  610,  takes  approximately  90  minutes  to  process.  One  FTE 
can  handle  1,237  expungements  per  year.  Conservatively,  at  least  five  FTE's  would  be 
required  to  initially  handle  the  expungments  created  by  this  amendment  based  on  no  clear 
expungement  process.  Clearly,  if  a large  number  of  these  expungements  were  to  be 
granted  with  even  5 FTE's,  the  backlog  would  compound  greatly  to  the  point  it  may  take 
several  years  to  catch  up. 

1 FTE  = 1,856  hours  (average  work  hours  per  year)  x 60  minutes  per  hour  = 111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 
correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  90 
minutes.  Therefore,  one  FTE  can  handle  1,237  expungements  per  year  = 1 1 1,360  / 90. 

These  FTE’s  (CJIS  Technicians)  would  be  necessary  to  process  all  expungement 
requests,  review  criminal  history  records,  contact  any  agency  associated  with  the  arrests 
or  convictions,  and  collect  the  necessary  data  for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  at  $53,702  and  the  ability  of 
that  employee  to  process  1,237  expungements  per  year,  the  cost  alone  per  expungement 
is  $53,702  \ 1,237  = $43.41.  It  is  suggested  that  a fee,  similar  to  the  criminal  history 
background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing  the 
criminal  histories,  as  well  as  contacting  of  the  various  agencies  associated  with  the 
arrests.  In  researching  other  states  with  similar  expungement  requirements,  they  all 


charge  a fee  to  offset  the  cost  of  the  time  required  to  process  the  expungements.  Their 
fees  ranged  from  $50  to  $450  per  petition  per  arrest  date. 

These  FTE’s  will  most  likely  be  2nd  and  3rd  shift  employees  so  they  would  not  require 
any  equipment.  However,  there  would  be  recurring  costs  of  $650  per  year  per  FTE  for 
office  supplies  and  phone  charges.  If  any  FTE  were  placed  on  the  1st  shift,  standard 
equipment  would  be  required  at  a one-time  cost  of  $6,094  per  FTE. 


5 CJIS  Technicians  ($1,196.50  x 24)  $143,580 

Office  Equipment/HW/SW  $6,094 

RECURRING  COSTS 

Phone  Charges  per  FTE  $350 

Office  Supplies  per  FTE  $300 


The  calculations  below  include  expungement  of  records  pertaining  to  arrests  completed 
by  the  Highway  Patrol  for  violation  of  offenses  under  Chapter  195,  RSMo,  and  Missouri 
Charge  Codes  with  NCIC  modifiers  60-64.  These  modifiers  pertain  to  marijuana-related 
offenses. 

The  Patrol  Records  Division  (PRD)  estimates  there  are  currently  85,439  arrests  in  the 
Patrol’s  Traffic  Arrest  System  (TAS)  that  would  be  eligible  for  expungement. 
Considering  this  initiative  petition  calls  for  the  courts  to  order  the  immediate  expungment 
of  civil  and  criminal  records  pertaining  to  all  non-violent  cannabis-only  offenses  and 
there  is  no  language  requiring  individuals  to  petition  Missouri  courts  for  the  expungement 
of  these  records,  it  is  assumed  a majority  of  the  85,439  records  would  require  immediate 
expungement.  The  Highway  Patrol  would  follow  the  current  record  expungement 
protocol  noted  below  versus  blindly  expunging  records. 

1 FTE  = 1,856  hours  (average  work  hours  per  year)  x 60  minutes  per  hour  = 111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 
correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  45 
minutes.  Therefore,  one  FTE  can  handle  2,475  expungements  per  year  = 1 1 1,360  / 45. 

With  the  current  estimated  potential  of  85,439  petitions  for  expungement  upon  enactment 
of  this  legislation,  the  following  percentages  of  persons  actually  requesting  an 
expungement  will  directly  relate  to  the  number  of  FTE’s  required: 

10%  = 85,439  x .10  = 8,844  / 2,475  = 3.45  FTE’s 
20%  = 85,439  x .20  = 17,088  / 2,475  = 6.9  FTE’s 
50%  = 85,439  x .50  = 42,718  / 2,475  = 17.26  FTE’s 
100%  = 85,439  / 2,475  = 34.52  FTE’s 


It  is  realistic  to  assume  a significant  number  of  these  individuals  will  file  a petition  to 
expunge  these  records.  It  would  be  reasonable  to  add  17  FTE’s  and  address  any  backlog 
that  may  occur.  This  FTE’s  (Quality  Control  Clerks)  would  be  necessary  to  process  all 
expungement  requests,  review  records,  contact  agencies,  and  collect  the  necessary  data 
for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  of  $44,209  and  the  ability  of 
that  employee  to  process  2,475  expungements  per  year,  the  cost  per  expungement  is 
$44,209  \ 2,475  = $17.86.  It  is  suggested  that  a fee,  similar  to  the  criminal  history 
background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing  the 
criminal  histories. 

PRD  would  have  to  initiate  the  use  of  work  shifts  (sharing  work  stations)  in  order  to 
physically  accommodate  17  FTE’s  needed  to  process  50%  of  the  possible  expungements. 
The  division  currently  has  workspace  for  39  employees,  not  including  supervisors. 
Employees  sharing  cubicles  would  not  require  additional  equipment;  however,  there 
would  be  recurring  costs  of  $650  per  year  per  FTE  for  office  supplies  and  phone  charges. 

17  Quality  Control  Clerk  ($985  x 24)  $401,880 

RECURRING  COSTS 

Phone  Charges  $350 

Office  Supplies  $300 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  petition: 

• Requires  the  state  to  remove  cannabis  from  the  statutory  list  of  controlled 
substances  and  prohibits  it  from  being  listed  among  Missouri  drug 
schedules. 

• States  that  the  following  shall  not  be  an  offense  under  Missouri  law: 
o Possession  for  personal  or  medical  use 

o Cultivating  for  personal  or  medical  use 

o Cultivating,  harvesting,  processing,  manufacturing,  packaging, 
distributing,  transferring,  displaying  or  possession  cannabis, 


cannabis  accessories,  and  cannabis  products  for  commercial 
purposes  provided  the  person  has  a current,  applicable  license  to 
operate  the  commercial  facility. 

o Selling  cannabis,  cannabis  accessories,  and  cannabis  products, 
o Leasing  or  otherwise  allowing  the  use  of  property  for  cultivating, 
processing,  manufacturing,  packaging,  distributing,  transferring 
and  selling  cannabis. 

o Using  or  possessing  cannabis  cannot  be  grounds  for  “driving  under 
the  influence” 

Exempts  medical  cannabis  from  taxation  provided  the  patient  has  a 
physician’s  recommendation  for  its  use. 

Physicians  and  veterinarians  cannot  be  penalized  or  restricted  for 
recommending  cannabis  for  medical  purposes  to  a person  or  creature 
under  their  care. 

Licensed  physicians  may  not  be  subject  to  any  professional  licensing 
review  or  hearing  as  a result  of  recommending  or  approving  medical 
cannabis  therapy. 

Medical  care,  including  organ  transplants,  shall  not  be  restricted  based  on 
a person’s  use  of  cannabis. 

Upon  passage  all  persons  incarcerated  for  non-violent  cannabis-only 
offenses  shall  be  released  and  the  civil  and  criminal  records  must  be 
purged. 

No  Missouri  law  enforcement  personnel  or  state  funds  shall  be  used  to 
enforce  federal  cannabis  laws  involving  acts  which  are  no  longer  illegal 
under  this  amendment.  Further,  the  Amendment  states  that  the  people  of 
Missouri  repudiate  and  challenge  federal  cannabis  prohibitions  that 
conflict  with  this  Act. 

The  penalty  for  impeding  the  lawful  exercise  of  these  provisions  is  guilty 
of  a Class  A misdemeanor. 

Cannabis  fanners,  manufacturers,  processors,  and  distributes  shall  not  be 
treated  any  differently  relating  to  zoning,  licensing  or  any  way  contrary  to 
that  which  is  relative  to  any  other  commercial  or  agricultural  farmer, 
manufacturer,  processor  or  distributor. 

Provisions  of  this  amendment  are  severable  and  self-executing  and  shall 
supersede  conflicting  city,  county,  state  or  federal  statutory,  local  charter, 
ordinance  or  resolution. 

The  effective  date  is  January  3 1st  after  the  election. 


Summary  of  Fiscal  Impact 

The  Department  of  Corrections  would  have  savings  (unknown  amount)  due  to  fewer 
people  incarcerated  and  under  the  supervision  of  Probation  and  Parole.  The  Department 
of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur  costs  (amount 
unknown)  due  to  the  expungement  of  records  and  release  of  offenders’  provisions  in  the 
act.  The  Department  of  Revenue  could  also  see  increased  costs  resulting  from  the 
collection  of  excise  and  sales  taxes  and  compliance  with  those  taxes. 

Budget  and  Planning  (B&P)  assumes  that  the  retail  sale  of  cannabis,  cannabis 
accessories,  and  cannabis  products  would  be  subject  to  state  sales  tax,  therefore 
increasing  the  collections  to  the  state’s  general  revenue  fund,  the  School  District  Trust 
Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund,  and  the  Soil 
and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an  estimate. 

Total  State  Revenue  could  be  impacted  to  the  extent  the  fines  collected  are  deposited  in 
the  state  treasury. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  Initiative  Petitions,  16-013,  would  create  a new  section  of  the  Missouri 
Constitution  to  be  known  as  Article  IV,  Section  54.  This  section  would  allow  citizens 
over  the  age  of  twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale, 
distribution  and  consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp, 
subject  to  reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  - 2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  marijuana  related  charges  disposed  statewide  by  guilty  outcome  and 
8,256  Circuit  Division  charges  disposed  by  guilty  outcome.  The  office  is  unable  to 
detennine  what  number  of  these  charges  were  for  someone  over  the  age  of  twenty-one. 
The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services  Fund 
surcharge 

$10.00 

State  of  Missouri  - Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  - General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  - General  Revenue 

Crime  Victims’  Compensation 

Fund  surcharge 

DNA  Profiling  Analysis  Fund 

surcharge 

Brain  Injury  Fund  surcharge 

Independent  Living  Center  Fund 

surcharge 

Motorcycle  Safety  Trust  Fund 
surcharge 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

Prosecuting  Attorney  and  Circuit 
Attorneys'  Retirement  Fund 

Prosecuting  Attorney  Training 

Fund  surcharge 

Sheriffs'  Fee 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

Spinal  Cord  Injury  Fund 
surcharge 

Total 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services  Fund 

surcharge 

Clerk  Fee 

County  Fee 

Court  Automation  Fund  Fee 
Crime  Victims'  Compensation 

Fund  surcharge 

DNA  Profiling  Analysis  Fund 

surcharge 

Brain  Injury  Fund  surcharge 
Independent  Living  Center  Fund 

surcharge 

Motorcycle  Safety  Trust  Fund 
surcharge 


$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

$30.00 

State  of  Missouri  - DNA  Profiling 
Analysis  Fund 

$2.00 

State  of  Missouri  - Head  Injury  Fund 

$1.00 

State  of  Missouri  - Independent  Living 
Center  Fund 

$1.00 

State  of  Missouri  - Motorcycle  Safety 
Trust  Fund 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

$1.00 

State  of  Missouri  - Prosecuting 
Attorney  Training  Fund 

$75.00 

County 

$3.00 

Sheriffs'  Retirement  Fund 

$2.00 

State  of  Missouri  - Spinal  Cord  Injury 
Fund 

$279.50 

$8.00 

State  of  Missouri  - Basic  Civil  Legal 
Services  Fund 

$15.00 

$12  State  of  Missouri  / $3  County 

$25.00 

County 

$7.00 

State  of  Missouri  - Court  Automation 
Fund 

$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

$15.00 

State  of  Missouri  - DNA  Profiling 
Analysis  Fund 

$2.00 

State  of  Missouri  - Brain  Injury  Fund 

$1.00 

State  of  Missouri  - Independent  Living 
Center  Fund 

$1.00 

State  of  Missouri  - Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

Prosecuting  Attorney  and  Circuit 
Attorneys'  Retirement  Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  / $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs'  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  - Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  / $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  - Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

Sheriffs'  Retirement  Fund 

surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest  Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


The  office  also  assumes  there  will  be  an  unknown  decrease  in  caseload  for  the  courts 
because  the  courts  will  no  longer  process  these  cases;  however,  at  this  time  the  office  is 
unable  to  calculate  the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 
amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated: 

Initiative  Petition  16-013  regarding  the  legalization  of  marijuana  will  have  substantial 
impact  on  the  State  Public  Defender  System. 

If  passed,  this  constitutional  amendment  would  have  a positive  impact  on  the  workload  of 
the  Missouri  State  Public  Defender  (MSPD),  since  for  persons  2 1 years  of  age  or  older  it 
generally  would  make  legal  the  production,  sale,  distribution,  and  consumption  of 
marijuana,  offenses  that  the  Public  Defender  currently  uses  resources  to  defend  and  no 
longer  would  need  to. 


The  exact  positive  impact  is  difficult  to  predict  because  the  MSPD  tracks  cases  by 
statutory  offense  and  most  drug  offenses  are  not  limited  to  marijuana; 

However,  this  is  known  in  terms  of  relevant  adult  cases  opened  for  FY2014: 

--  Misdemeanor  Possession  of  Marijuana,  Section  195.202  RSMo:  1,153  misdemeanor 
cases. 

--  Other  drug  offenses  that  might  involve  marijuana:  195.202  (felonies),  195.211, 
195.214,  195.218,  195.222,  195.223,  195.226,  195.233,  195.235,  195.241,  and  195.242: 
10,630  cases  (2,741  A/B  felonies,  7,186  C/D  felonies,  703  misdemeanors).  As 
mentioned,  the  MSPD  does  not  track  these  cases  by  type  of  drug.  However,  if  one  were 
to  assume  that  25%  of  them  are  marijuana,  then  that  would  be  2,658  cases  (685  A/B 
felonies,  1,797  C/D  felonies,  176  misdemeanors).  And  as  mentioned,  the  MSPD  does  not 
have  readily  available  how  many  of  these  involved  clients  21  years  of  age  or  older. 
However,  if  one  were  to  assume  that  75%  of  those  2,658  cases  involved  such  clients,  then 
that  would  be  1,993  cases  (514  A/B  felonies,  1,347  C/D  felonies,  132  misdemeanors). 

1,153  misdemeanor  cases  plus  1,993  cases  (514  A/B  felonies,  1,347  C/D  felonies,  132 
misdemeanors)  totals  3,146  cases  (514  A/B  felonies,  1,347  C/D  felonies,  1285 
misdemeanor  cases). 

In  The  Missouri  Project:  A Study  of  the  Missouri  Public  Defender  System  and  Attorney 
Workload  Standards,  prepared  by  RubinBrown  on  behalf  of  the  American  Bar 
Association's  Standing  Committee  on  Legal  Aid  and  Indigent  Defendants,  the  relevant 
workload  standards  are:  A/B  felonies,  47.6  hours  per  case;  C/D  felonies,  25.0  hours  per 
case;  and  misdemeanors,  1 1 .7  hours  per  case.  (The  workload  standards  include  only  case 
related  tasks  over  which  an  attorney  has  some  control  (they  exclude,  for  example,  in  court 
and  travel  time)  and  thereby  reflect  a conservative  estimate.) 

Applying  those  workload  standards  to  the  3,146  cases,  those  cases  require  73,175.50 
attorney  hours.  With  2,080  hours  per  attorney  available  each  year,  that  represents  the 
work  of  35.18  attorneys. 

In  addition,  probation  violation  caseload  would  be  reduced.  In  FY2014,  MSPD  opened 
53,187  new  adult  offenses  plus  17,226  probation  violations,  i.e.,  1 probation  violation  for 
approximately  every  0.3238  new  offenses.  Applying  that  same  percentage  to  marijuana 
cases,  then  in  reducing  marijuana  caseload  by  3,146  new  cases,  the  MSPD  also  would 
reduce  probation  violation  caseload  by  1,018  cases. 

In  The  Missouri  Project,  the  workload  standard  for  probation  violations  is  9.8  hours  per 
case.  Thus  the  reduction  in  probation  violations  by  1,018  cases  would  represent  a savings 
of  9,976  attorney  hours.  With  2,080  hours  per  attorney  available  each  year,  that 
represents  the  work  of  another  4.80  attorneys. 


35.18  attorneys  plus  4.80  attorneys  totals  39.98  attorneys. 


While  in  theory  the  MSPD  might  also  handle  fewer  appeals  of  guilty  verdicts  after  trial, 
the  fact  is  that  only  a very  small  percentage  of  MSPD  cases  proceed  to  trial  and  it's  likely 
that  only  a small  percentage  of  those  cases  are  appeals  from  marijuana  convictions. 
Therefore  this  minimal  positive  impact  is  not  being  taken  into  account  in  this  estimate. 

The  savings  of  the  workload  of  40  attorneys  would  be  offset  some  in  that  the 
constitutional  amendment  would  allow  regulatory  laws,  including  licensing,  and 
presumably  violation  of  those  regulatory  laws  would  be  made  to  be  criminal  offenses 
eligible  for  Public  Defender  representation.  However,  for  this  fiscal  estimate,  because  it 
is  impossible  at  this  juncture  to  predict  how  many  cases  this  would  add  to  the  Public 
Defender  caseload,  that  offset  will  be  ignored. 

In  summary,  though  the  exact  positive  impact  is  difficult  to  predict  because  the  MSPD 
tracks  cases  by  statutory  offense  and  most  drug  offenses  are  not  limited  to  marijuana,  if 
the  above  assumptions  are  made  then  this  constitutional  amendment  would  save  the 
Public  Defender  the  work  of  approximately  40  attorneys. 

However,  the  Missouri  State  Public  Defender  already  is  significantly  understaffed  by  291 
attorneys  under  the  workload  standards  developed  in  The  Missouri  Project.  (The  291 
attorneys  is  a conservative  estimate  of  the  under-staffing  in  that  it  assumes  the  MSPD 
contract  all  conflicts  to  private  attorneys,  which  the  MSPD  is  not  able  to  do  for  budgetary 
reasons). 

Therefore,  despite  the  positive  impact  on  the  workload  of  the  Missouri  State  Public 
Defender,  because  the  office  is  already  understaffed  that  savings  in  attorney  time  would 
not  allow  the  Public  Defender  to  reduce  its  workforce  and  therefore  would  not  translate 
into  an  actual  cost  savings.  However  it  does  reduce  by  the  cost  of  40  attorneys  how  much 
money  needs  to  be  added  to  the  MSPD  budget  in  order  to  meet  The  Missouri  Project's 
workload  standards. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  while  hard  to  determine,  there  could  be 
some  local  administrative  costs  associated  with  researching,  expunging  or  destroying 
cannabis-related  records. 

Officials  from  the  City  of  St.  Joseph  indicated  the  city  may  gain  some  minor  revenue 
from  any  applicable  business  licenses.  Otherwise  the  form  of  this  initiative  would  mean 
little  impact  to  revenues  or  expenditures. 

Officials  from  the  Cape  Girardeau  63  School  District  indicated  they  are  unaware  of  any 
cost  or  savings  due  to  this  measure. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  a positive 
impact  on  their  revenue  as  it  provides  additional  funding  for  education. 


Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  not  have  a 
significant  fiscal  impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Missouri  House  of  Representatives,  the  Department  of 
Transportation,  the  Missouri  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City 
of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the 
City  of  West  Plains,  Hannibal  60  School  District,  State  Technical  College  of 
Missouri,  St.  Louis  Community  College,  Kansas  City  Board  of  Police 
Commissioners,  and  St.  Louis  Board  of  Police  Commissioners. 

Fiscal  Note  Summary 

State  government  expects  annual  operating  costs  starting  at  $900,000  and  an  unknown  increase 
in  public  health  costs,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Possible  increased  sales  tax  revenue  is  unknown.  The  fiscal  impact  to  local  governments  is 
unknown. 
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Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  division 
(573)751-2301 


December  22,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 

Article  VIII,  version  2 (2016-012) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Angela  Daniels  on  December  22,  2014. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the 


, Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Louis), 

respectfully  older  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  fl*  day  of  November.  2016.  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a registered 

voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  my  registered  voting  address  and  the 

name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name. 


STATE  OF  MISSOURI,  COUNTY  OF 

I , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE  SIGNED 

REGISTERED 
VOTING  ADDRESS 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  Typed) 

1 

J-PO- 

1 

2 

JJX- 

2 

3 

Jjn- 

3 

4 

J-JO- 

4 

5 

JJi L 

5 

6 

JJZ>- 

6 

7 

JJXl. 

7. 

8 

JJX>- 

8 

9 

J-P- 

9 

D 

-JJ2 0- 

D 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 


state  of  Missouri  and County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY 
ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED 
GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  ....  do  not  ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payer 


Signature  of  Affiant  NotalY  Signature 


Printed  Name  of  Affiant  Printed  Name  of  Nota,y  P^ 


Address  of  Affiant 

Address  of  Notary 

Subscribed  and  sworn  to  before  me  this 

day  of 

, 20 

Notary  Public  Seal 


My  commission  expires: 


1G>  -Gl^ 


THE  PROPOSED  CONSTITUTIONAL  AMENDMENT 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended 
as  follows: 

Section  A:  Article  VIII,  Section  2,  of  the  Constitution  of  Missouri  is  hereby  repealed  and 
replaced  by  one  new  section  to  be  known  as  Article  VIII.  Section  2,  and  to  be  read  as 
follows : 

EXPLANATION:  The  existing  Article  VIII,  Section  2 is  set  forth  hereinafter  with  the  new 

matter  underlined  and  deleted  matter  in  brackets,  [thus] . 

Section  2.  Qualification  of  voters-disqualif ication. -All  citizens  of  the  United  States, 
including  occupants  of  soldiers'  and  sailors'  homes,  and  persons  under  sentence  for  felony  not 
related  to  the  right  of  suffrage,  over  the  age  of  eighteen  who  are  residents  of  this  state  and 
of  the  political  subdivision  in  which  they  offer  to  vote  are  entitled  to  vote  at  all  elections 
by  the  people,  if  the  election  is  one  for  which  registration  is  required  if  they  are  registered 
within  the  time  prescribed  by  law,  or  if  the  election  is  one  for  which  registration  is  not 
required,  if  they  have  been  residents  of  the  political  subdivision  in  which  they  offer  to  vote 
for  thirty  days  next  preceding  the  election  for  which  they  offer  to  vote:  Provided  however,  no 
person  who  has  a guardian  of  his  or  her  estate  or  person  by  reason  of  mental  incapacity, 
appointed  by  a court  of  competent  jurisdiction  and  no  person  who  is  voluntarily  confined  in  a 
mental  institution  pursuant  to  an  adjudication  of  a court  of  competent  jurisdiction  shall  be 
entitled  to  vote,  and  persons  convicted  of  [felony,  or]  crime  connected  with  the  exercise  of 
the  right  of  suffrage  may  be  excluded  by  law  from  voting. 

SECTIONS  OP  EXISTING  LAW  WHICH  WOULD  BE  REPEALED 

Be  it  enacted  by  the  people  of  the  State  of  Missouri  as  follows: 

Section  B:  The  above  repeal  and  revision  of  Article  VIII,  Section  2 of  the  Constitution  of 
Missouri  would  repeal  Sections  115.133,  115.158  and  561.026  of  Revised  Statutes  of  Missouri, 
and  replace  those  sections  with  three  new  sections  enacted  in  place  thereof  to  be  known  as 
sections  115.133,  115.158  and  561.026,  to  read  as  follows: 

EXPLANATION:  The  existing  sections  115.133,  115.158  and  561.026  are  set  forth  hereinafter  with 
new  matter  underlined  and  deleted  matter  in  brackets,  [thus]. 

115.133.  Qualifications  of  voters. 

1.  Except  as  provided  in  subsection  2 of  this  section,  any  citizen  of  the  United  States  who 
is  a resident  of  the  State  of  Missouri  and  seventeen  years  and  six  months  of  age  shall  be 
entitled  to  register  and  vote  in  any  election  which  is  held  on  or  after  his  eighteenth 
birthday. 

[2.  No  person  who  is  adjudged  incapacitated  shall  be  entitled  register  to  vote.  No  person 
shall  be  entitled  to  vote] : 

[(1)  While  confined  under  a sentence  of  imprisonment]; 

[(2)  While  on  probation  or  parole  after  conviction  of  felony,  until  finally 
discharged  from  such  probation  or  parole;  or] 

(3)  After  conviction  of  a felony  or  misdemeanor  connected  with  the  right  of 
suffrage . ] 

2.  No  person  who  is  adjudged  incapacitated  shall  be  entitled  to  register  or  vote.  No  person 

shall  be  entitled  to  vote  after  conviction  of  a felony  or  misdemeanor  connected  with  the  right 
of  suffrage. 

3.  Except  as  provided  in  federal  law  or  federal  elections  and  in  section  115.277,  no  person 
shall  be  entitled  to  vote  if  the  person  has  not  registered  to  vote  in  the  jurisdiction  of  his 
or  her  residence  prior  to  the  deadline  to  register  to  vote. 

115.158.  Centralized  voter  registration  system- -authorized  uses— use  for  commercial  purposes, 
punishment --rules  and  regulations  authorized,  required  rules-advisory  committee 

1.  The  secretary  of  state  shall  implement  a centralized,  interactive  computerized  statewide 

voter  registration  list.  This  computerized  list  shall  be  known  as  the  "Missouri  Voter 
Registration  System”.  The  system  shall  be  implemented  by  January  1,  2004,  unless  a waiver  is 
obtained  pursuant  to  the  Help  America  Vote  Act  of  2002.  If  a waiver  is  obtained,  the  system 
shall  be  implemented  by  January  1,  2006.  The  system  shall  be  maintained  and  administered  by  the 
secretary  of  state  and  contain  the  name  and  registration  information  of  every  legally 
registered  voter  in  Missouri.  In  addition,  the  system  shall: 

(1)  Assign  a unique  identifier  to  each  legally  registered  voter  in  Missouri; 

(2)  Serve  as  the  single  system  for  storing  and  managing  the  official  list  of  registered  voters 
throughout  Missouri; 

(3)  Be  coordinated  with  other  agency  databases  in  Missouri; 

(4)  Allow  any  election  official  in  Missouri,  including  local  election  authorities,  immediate 
electronic  access  to  the  information  contained  in  the  system; 

(5)  Allow  all  voter  registration  information  obtained  by  any  local  election  official  In  Missouri  to 
be  electronically  entered  into  the  system  on  an  expedited  basis  at  the  time  the  information  is 
provided  to  the  local  official.  The  secretary  of  state,  as  the  chief  state  election  official,  shall 
provide  such  support  as  may  be  required  so  that  local  election  officials  are  able  to  enter  the 
registration  information;  and 

(6)  Serve  as  the  official  voter  registration  list  for  the  conduct  of  all  elections  in  Missouri. 

2 The  secretary  of  state  and  local  election  authorities  shall  perform  system  maintenance  on  a 
regular  basis,  which  shall  include: 
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(1)  Removing  names  in  accordance  with  the  provisions  and  procedures  of  the  National  Voter 
Registration  Act  of  1993  and  coordinating  system  maintenance  activities  with  state  agency  records 
on  death  [and  felony  status] ; 

(2)  Requiring  the  name  of  each  registered  voter  to  appear  in  the  system; 

(3)  Removing  only  voters  who  are  not  registered  or  who  are  not  eligible  to  vote;  and 

(4)  Eliminating  duplicate  names  from  the  system. 

3.  The  secretary  of  state  shall  provide  adequate  technological  security  measures  to  prevent  the 
unauthorized  access  to  the  system  established  pursuant  to  this  section. 

4.  The  secretary  of  state  shall  develop  procedures  to  ensure  that  voter  registration  records  within 
the  system  are  accurate  and  updated  regularly.  At  a minimum,  the  procedures  shall  include; 

(1)  A system  of  file  maintenance  that  makes  a reasonable  effort  to  remove  registrants  who  are 
ineligible  to  vote.  Consistent  with  the  National  Voter  Registration  Act  of  1993,  registrants  who 
have  not  responded  to  a notice  and  who  have  not  voted  in  two  consecutive  general  elections  for 
federal  office  shall  be  removed  from  the  official  list  of  eligible  voters,  except  that  no 
registrant  may  be  removed  solely  by  reason  of  a failure  to  vote;  and 

(2)  Safeguards  to  ensure  that  eligible  voters  are  not  removed  in  error. 

5.  Voter  registration  information  shall  be  verified  in  accordance  with  the  Help  America  vote 
Act  of  2002. 

(1)  Except  as  provided  in  subdivision  (2)  of  this  subsection,  an  application  for  voter 
registration  may  not  be  accepted  or  processed  unless  the  application  includes: 

(a)  In  the  case  of  an  applicant  who  has  been  issued  a current  and  valid  driver's  license, 
the  applicant's  driver's  license  number;  or 

(b)  In  the  case  of  any  other  applicant,  other  than  an  applicant  to  whom  subdivision  (2) 
applies,  the  last  four  digits  of  the  applicant's  Social  Security  number. 

(2)  If  an  applicant  for  voter  registration  has  not  been  issued  a current  and  valid  driver's 
license  or  a Social  Security  number,  the  applicant  shall  be  assigned  a number  which  will  serve  to 
identify  the  applicant  for  voter  registration  purposes.  The  number  assigned  under  this 
subdivision  shall  be  used  as  the  unique  identifying  number  within  the  system. 

(3)  The  secretary  of  state  and  the  director  of  the  department  of  revenue  shall  enter  into  an 
agreement  to  match  information  in  the  database  of  the  voter  registration  system  with  information 
in  the  database  of  the  motor  vehicle  system  to  enable  the  secretary  to  verify  the  accuracy  of 
information  provided  on  applications  for  voter  registration. 

(4)  The  director  of  the  department  of  revenue  shall  enter  into  an  agreement  with  the 
commissioner  of  Social  Security  and  comply  with  the  Help  America  Vote  Act  of  2002. 

6.  In  addition  to  using  the  system  for  voter  registration,  the  election  authorities  and  secretary 
of  state  may  use  the  system  for  the  collection  and  dissemination  of  election  results  and  other 
pertinent  information.  Any  information  contained  in  any  state  or  local  voter  registration  system, 
limited  to  the  master  voter  registration  list  or  any  other  list  generated  from  the  information, 
subject  to  chapter  610,  shall  not  be  used  for  commercial  purposes;  provided,  however,  that  the 
information  may  be  used  for  elections,  for  candidates,  or  for  ballot  measures,  furnished  at  a 
reasonable  fee.  Violation  of  this  section  shall  be  a class  B misdemeanor.  For  purposes  of  this 
section,  "commercial  purposes”  means  the  use  of  a public  record  for  the  purpose  of  sale  or  resale  or 
for  the  purpose  of  producing  a document  containing  all  or  part  of  the  copy,  printout,  or  photograph 
for  sale  or  the  obtaining  of  names  and  addresses  from  public  records  for  the  purpose  of  solicitation 
or  the  sale  of  names  and  addresses  to  another  for  the  purpose  of  solicitation  or  for  any  purpose  in 
which  the  purchaser  can  reasonably  anticipate  the  receipt  of  monetary  gain  from  the  direct  or 
indirect  use  of  the  public  record. 

7.  The  secretary  of  state  shall  establish  an  advisory  committee  to  assist  in  the  establishment 
and  maintenance  or  the  Missouri  voter  registration  system. 

8.  The  secretary  of  state  may  promulgate  rules  to  execute  this  section.  No  rule  or  portion  of  a 
rule  promulgated  pursuant  to  the  authority  of  this  section  shall  become  effective  unless  it  has 
been  promulgated  pursuant  to  chapter  536. 

9.  Election  authorities  and  any  agency  required  under  the  National  Voter  Registration  Act  of 
1993  to  accept  voter  registration  applications  shall  forward  registration  and  other  data  in  a 
manner  prescribed  by  the  secretary  of  state  to  assist  with  administering  and  maintaining  the 
Missouri  voter  registration  system  in  accordance  with  the  Help  America  Vote  Act  of  2002. 

561.026.  Disqualification  from  voting  and  jury  service . -Notwithstanding  any  other  provision 
of  law,  a person  who  is  convicted: 

[(1)  Of  any  crime  shall  be  disqualified  from  registering  and  voting  in  any  election 
under  the  laws  of  this  state  while  confined  under  a sentence  of  imprisonment;] 

(1)  Of  any  crime,  except  as  provided  in  subsection  (2)  of  this  section,  shall  have 
the  right  to  register  and  vote  by  absentee  ballot,  or  in  person,  pursuant  to  the  provisions  of 
Article  VIII,  Sections  6 and  7 of  the  Constitution  of  Missouri,  despite  ongoing  confinement 
under  a sentence  of  imprisonment; 

(2)  Of  a felony  or  misdemeanor  connected  with  the  exercise  of  the  right  of  suffrage 
shall  be  forever  disqualified  from  registering  and  voting; 

( 3 )  of  any  felony  shall  be  forever  disqualified  from  serving  as  a juror. 
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James  C.  Kirkpatrick 
State  Information  Centf.r 
(573)751  4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  22,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Angela  Daniels  regarding  a proposed  constitutional  amendment  to 

Article  VIII,  version  1 (2016-01 1) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Angela  Daniels  on  December  22,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


Recr  :yr~- 

DEC  U 2014 
STATE  AUDITORS  OfF.CE 
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Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such 
person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Janson  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St  Ix>uis), 

respectfully  order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  ££  day  of  November.  2016.  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition,  I am  a registered 
voter  of  the  state  of  Missouri  and County  (or  city  of  St  Louis),  my  registered  voting  addrpsdand  the 


STATE  OF  MISSOURI,  COUNTY  OF_ 

j , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE  SIGNED 

REGISTERED 
VOTING  ADDRESS 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

(Printed  or  Typed) 

1 

J-flL. 

1 

2 

JJZ L 

2 

3 

JJZ- 

3 

4 

4 

5 

JJZ>_ 

5 

6 

-Lfi D- 

6 

7 

J-PO- 

7 

8 

JLfl D- 

8 

9 

9 

D 

JJZL 

D 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  1 believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY 
ME  ARE  TRUE  AND  CORRECT  AND  THAT  1 HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED 
GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do  ....  do  not  ....  (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 
payer . — 


Signature  of  Affiant  Notary  Signature 


Printed  Name  of  Affiant  Printed  Name  of  Notary  Public 


Address  of  Affiant 

Address  of  Notary 

Subscribed  and  sworn  to  before  me  this 

dav  of 

, 20 

Notary  Public  Seal 


My  commission  expires: 


THE  PROPOSED  CONSTITUTIONAL  AMENDMENT 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended 
as  follows: 

Section  A:  Article  VIII,  Section  2,  of  the  Constitution  of  Missouri  is  hereby  repealed  and 
replaced  by  one  new  section  to  be  known  as  Article  VIII.  Section  2,  and  to  be  read  as 
follows : 

EXPLANATION:  The  existing  Article  VIII,  Section  2 is  set  forth  hereinafter  with  the  new 
matter  underlined  and  deleted  matter  in  brackets,  [thus] . 

Section  2.  Qualification  of  voters-disqualif ication. -All  citizens  of  the  United  States, 
including  occupants  of  soldiers'  and  sailors’  homes,  and  persons  under  sentence  for  felony  not 
related  to  the  right  of  suffrage,  over  the  age  of  eighteen  who  are  residents  of  this  state  and 
of  the  political  subdivision  in  which  they  offer  to  vote  are  entitled  to  vote  at  all  elections 
by  the  people,  if  the  election  is  one  for  which  registration  is  required  if  they  are  registered 
within  the  time  prescribed  by  law,  or  if  the  election  is  one  for  which  registration  is  not 
required,  if  they  have  been  residents  of  the  political  subdivision  in  which  they  offer  to  vote 
for  thirty  days  next  preceding  the  election  for  which  they  offer  to  vote:  Provided  however,  no 
person  who  has  a guardian  of  his  or  her  estate  or  person  by  reason  of  mental  incapacity, 
appointed  by  a court  of  competent  jurisdiction  and  no  person  who  is  voluntarily  confined  in  a 
mental  institution  pursuant  to  an  adjudication  of  a court  of  competent  jurisdiction  shall  be 
entitled  to  vote,  and  persons  convicted  of  [felony,  or]  crime  connected  with  the  exercise  of 
the  right  of  suffrage  may  be  excluded  by  law  from  voting. 


To  the  I lonorable  Jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  l ouis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  S'h  day  of  November.  2016.  and  each  for 
himself  or  herself  says:  1 have  personally  signed  litis  petition:  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 
village  in  which  1 live  are  correctly  written  after  my  name. 
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CIRO/TAtOR’S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 

1. . being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes ) (Cilx.  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Tvped) 

1. 

/ / 

-> 

/ 

/ 

3. 

/ 

i 

4. 

/ 

! 

5. 

/ 

/ 

6. 

! 

/ 

/ 

7. 

f 

l 

8. 

/ 

j 

9. 

t 

1 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and  County. 


FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF.  FOUND  GUILTY 
OF.  OR  PEED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer 


Signature  of  Affiant 
(Person  obtaining  signature) 


One  new  section  is  adopted  to  be  known  as  Article  I.  Section  36  and  to  read  as  follows: 
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36(a)  I . Citizens  over  the  aue  of  twenty-one  years  shall  have  the  riuln  to  enuaue  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hewn,  subject  to  reasonable  reuulations  adopted  hv  the  state 
uov  eminent  pursuant  to  this  section. 

2.  l he  purposes  of  this  section  arc: 

( 1 ) lo  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illeual  nndcrauc  use  of  marijuana,  and  achieve  other  important  state  policy  coals  such  as  maintaininu  an  orderly 
marketplace  composed  of  stale-licensed  marijuana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  bv  the  prohibition  anti  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state: 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under 
twenty-one  years  of  aue,  as  the  consumption  of  marijuana  noses  particular  hazards  lo  minors,  whose  brains  are  still  in  a stale  of 
development: 

(4)  1 o leuali/e  under  slate  law  the  use  ol  mariuiana  bv  individuals  who  are  sufforinu  from  a medical  condition 
when  their  doctors  ad\  tse  that  such  use  mav  provide  a medical  benefit  to  them: 

(3)  I o raise  tax  rev  enue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  Jaw  enforcement  and  tire  filthier  pensions  and  retirement  plans,  for  elementary,  secondary,  and  Itiuher  education,  for  the 
ci t i c s a nd  ci Hint ies  i if  t hi s state,  tor  substance  abuse  and  underauc  druu  use  prevention  programs,  for  veterans'  services,  and  for 
the  division  lor  the  purposes  of  cnforcinu  retaliations  upon  the  sale  and  distribution  of  marijuana  authorized  bv  tins  section: 
til)  To  localize  under  stale  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  retaliate 
industrial  hemp  understate  law  in  a manner  separate  and  apart  from  the  rcuulaiion  of  marijuana: 

(7)  To  leualize  under  stale  law  the  manufacture,  production,  possession,  and  use  of  marijuana  bv  persons  tvventv- 
one  vears  of  aue  and  older:  and 

IS)  To  leualize  under  slate  law  the  delivery  of  marijuana  hv  persons  twentv-one  wars  of  aue  and  older  to  persons 
tweniv-one  vears  of  aue  and  older. 

3.  1 he  people  of  the  slate  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promuluaicd  and  enacted  in  accordance 
w ith  subsection  7 of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1 ) Prevent  the  distribution  of  marijuana  lo  persons  under  twentv-one  vears  of  aue: 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  tioina  to  criminal  enterprises,  nanus,  and  cartels: 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states: 

(4)  Prevent  marijuana  activity  that  is  leual  under  slate  law  from  heinu  used  as  a cover  or  pretext  for  the 

traflickinu  of  other  illcual  druas  or  other  i I local  activity: 

(5)  Prev  ent  v iolenee  and  the  use  of  firearms  in  the  cultiv  ation  and  distribution  of  marijuana: 

(6)  Prevent  druuued  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 

the  use  of  marijuana: 

(7)  Prev  ent  the  crow  inn  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dancers 
posed  hv  marijuana  production  on  public  lands: 

( S > Prev  ent  the  possession  and  use  of  marijuana  on  federal  property:  and 

(9)  Prevent  the  market  ine  and  advertisement  of  marijuana,  marijuana  products,  marijuana  extracts,  marijuana 

paraphernalia,  or  marijuana  usaac  lo  those  under  twenty-one  vears  of  aue. 

4.  Unless  the  eonleM  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  follow  ing 
mornings: 

1 1 ) "Consumer"  means  an  individual  who  purchases,  acuuires,  owns,  holds,  or  uses  marimana.  marijuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  mariiuana.  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  auenev  relationship,  and  includes  a sale. 

(3)  "Department"  means  the  department  of  health  and  senior  sen  ices,  or  any  successor  derailment. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  anv 
successor  division  or  department. 

(5)  "lintiiv"  includes  a corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation. 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  ucncral  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  anv  other  leual  entity,  and  includes  a government  subdivision  or  auenev. 

(ft)  "fxpunueahle  mariiuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia:  or 

(h)  1 he  delivery,  possession  w ith  intent  to  deliver,  or  trallickmu  of  marijuana,  mariiuana  products, 

marijuana  extracts,  or  mariiuana  paraphernalia  lo  one  or  more  individuals  if  such  individuals  were  twenty-one  vears  of 
aue  or  older  at  the  time  of  the  offense. 

(7)  "I  air  market  sale"  means,  with  respect  to  the  sale  of  a product,  a sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a vvillinu  seller  would  accent  and  a vvillinu  buyer  would  pav  in  the  open  market  and  m 
competition  with  other  similar  products, 

(8)  "Household  exemption  limits"  means,  at  anv  uiven  time: 

(a)  Six  mariiuana  plants  and  twelv  e ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form:  and 

i'ti  »»ntv  iviinp.ie  ni  moniiHmn  nrn^iir'k  in  Itrniwl  form 
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( 15)  "Marijuana  license"  means  a license  issued  hv  the  div  ision  Tor  the  purchase-  sale,  manufaciuriim.  production, 
PJi  H-ic-isi  ivj.  transportation.  or  delivers  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

( K>)  "Marijuana  paraphernalia"  means  all  equipment.  products,  substances  and  materials  of any  kind  which  are 
used.  intended  lor  use,  or  designed  lor  use,  in  planliim.  propaualinu.  cultivation.  urovvinu.  harvestinu.  manufaeturinu. 
compoundin';.  com  crime.  producing  procession.  orcparinu.  storinu.  containinu.  concealin'.;.  inuestinu.  inlialint!.  or  otherwise 
introducin'.;  into  ilic  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

(17)  "Marijuana  products"  means  products  dial  contain  marijuana  or  marijuana  extracts  and  arc  intended  tor 
human  consumption.  Marijuana  products  dues  noi  mean  marijuana  l>v  itself,  or  a marijuana  extract  hv  1 1 sell'. 

( IX)  "Marijuana  retailer"  means  a person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a consumer  in  this  state. 

1 19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  ofatic  and  older"  includes  anv  entity  in  which  no  individual  under  twenty-one 
years  of  aue  holds  a direct  or  indirect  interest. 


(21 ) "Produce"  or  "production"  includes  the  manufacture,  plantin'.;.  cultivation,  grow ine.  or  harvestinu  of 
marijuana,  marijuana  products,  marijuana  extraeis.  or  marijuana  paraphernalia 

(22)  "Public  place"  means  a place  to  winch  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
liallxv  ays.  lobbies  and  other  nans  of  apartment  houses  and  hotels  not  constitution  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "Slate  law"  means  anv  slate  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  eovemmental  action. 

( 24 ) " lax"  means  anv  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  lee,  assessment,  levy.  tariff.  charcc.  or  duly  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  hv  or  under  the  authority  of  anv  governmental  body. 

(25)  "Usable  marijuana"  means  dried  marijuana  llovvcrs  and  dried  marijuana  leaves,  and  anv  mixture  or 
preparation  I hereof. 

5.  I xceiit  as  otherwise  provided  in  this  section,  no  stale  law  shall: 

ill  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  bv  persons  twenty-one  years  of  ace  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  hv  persons  twenty-one  years  of  aue  and  older  to  persons  twenty-one  years  of  ace  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufaeturinu.  production,  and  nrocessinu  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  bv  persons  l\ventv-one  years  ol'aue  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturin'.;.  production,  nrocessinu,  transportation,  or  delivery  of  industrial 

hemp:  or 

(3)  Provide  lor  the  seizure  or  forfeiture  of  anv  property  used  in  connection  with  anv  purchase,  sale, 
manufaeturinu.  production,  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  it  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 
ft.  Notvvithstandinu  subsection  5 of  this  section,  a slate  law  may: 

( I ) Prohibit  the  importation  and  exportation  ormarimana.  marijuana  products,  and  marijuana  extracts  into  and 


from  this  stale: 

(_2J  Prohibit  the  putchase.  sale,  manufacturin'.:,  production,  nrocessinu-  or  deliv  ery  of  marijuana,  marijuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a public  or  private  community  collate,  eollcuc.  or  university 
attended  primarily  bv  indiv  iduals  under  twenty-one  wars  of  ace: 

(3)  Prohibit  the  operation  ol'a  vehicle,  watercraft,  aircraft,  railroad  train,  or  anv  similar  dev  ice  while  usinu  or 
tinder  the  influence  of  marijuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a public  place,  provided 
hovvex  cr  that  the  penalty  lor  v iolation  of  such  law  mav  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufaeturinu.  production,  nrocessinu.  transportation,  delivery,  or  possession  ol~ 
marijuana,  marijuana  products,  and  marijuana  extracts  bv  anv  person  that  does  not  comply  with  anv  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7 of  this  section: 

(ft)  Classify  the  penalties  lor  violations  of  such  laws: 

(7)  Impose  an  excise  lax  on  the  tirsi  fair  market  sale  of  all  marijuana  produced  in  this  state  at  a rale  of  twenty- 
live  percent  of  the  purchase  price. 

7.  Subicct  to  the  provisions  of  subsection  X of  this  section,  on  or  before  June  I.  2017,  the  division  shall  promulgate  rules 

and  regulations  that  control  and  retaliate  the  purchase,  sale,  lahelinu.  manufaeturinu.  production,  procession,  transportation, 
delivery,  possession,  and  use  of  marijuana,  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  includin'.;  but 
not  limited  to  rules,  regulations,  and  laws  that: 

( 1 ) Require  a person  to  obtain  a marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(2)  Provide  lor  the  collection  of  the  excise  tax  provided  in  subdivision  (7)  of  subsection  ft  of  this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 


premises  of  licensees: 

(4J  Kcuulatc  the  advertisinu  of  marijuana,  marijuana  products,  marijuana  extracts,  anti  marijuana  paraphernalia; 

(5)  Prov  ide  for  the  receipt  and  transfer  ol  all  funds  received  bv  the  state  from  the  excise  taxes  and  license  and 
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Till  contained  therein. 

(M  Regulate  the  amount  of  Ti  ll  in  a marijuana  product  or  marijuana  cxnact. 

<L  No  slate  law  or  combination  of  stale  laws  shall: 

IJJ  Lxccpl  for  the  i;i.\  provided  in  subdivision  (?)  ol  subsection  ft  of  this  seel  ion,  impose  am  tax  on  marijuana, 
mariiuana  products,  mariiuana  extracts,  or  transactions  involv  inu  mariiuana-  mariiuana  products,  or  marijuana  extracts  linn  is 
not  imposed  on  other  products  generally; 

tU  I.iniil  the  amounts  of  marijuana,  marijuana  producis,  or  marijuana  extracts  that  a person  other  than  a licensee 
mav  possess  at  anv  given  lime  10  amounts  less  than: 

(a)  Six  marijuana  plants  and  twelve  ounces  of  usable  marijuana: 
lb)  Sixteen  ounces  of  marijuana  products  in  solid  form: 

(c)  Twenty  ounces  of  marijuana  products  in  liquid  lorn):  and 

lit)  One  ounce  of  marijuana  extracts. 


Li!  Limit  the  aggregate  number  ol  licensees  that  ntav  hold  marijuana  licenses  or  the  aggregate  number  ol 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailed  in  a countv  mav  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  every  10.000  inhabitants,  or  anv  portion  thereof,  in  such  county,  according 
to  the  most  recent  census  of  the  United  States: 

(4)  Limit  the  number  ol  mariiuana  licenses  that  may  he  emitted  to  or  held  by  the  same  person: 

(5)  Prohibit  the  same  person  from  bcinu  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(ft)  Prohibit  a person  from  being  granted  or  holding  a marijuana  license  because  the  person  or  any  individual 

who  owns  a direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a resident  of  this  state: 

LZ!  Prohibit  a person  front  being  granted  or  holding  a marijuana  license  because  the  person  or  any  individual 
who  owns  a direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discrciionarv  e.xnungeable 
mariiuana  offense  in  subdivision  ( I)  or  (2)  of  subsection  ( 14)  of  this  section:  or  (ii)  anv  marijuana-related  offense  that  has  been 
expunged: 


(S)  Require  an  individual  twenty-one  years  place  or  older  to  obtain  anv  license  to  possess  or  use  marijuana, 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(q)  Require  a consumer  Iwenlv-one  years  of  ace  or  older  to  obtain  anv  license  to  purchase  mariiuana,  mariiuana 
products  marijuana  extracts,  or  mariiuana  paraphernalia  from  a licensed  mariiuana  retailer: 

( 10)  Require  an  individual  twentv-one  years  ol  age  or  older  to  obtain  anv  license  to  deliver  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  lor  no  consideration  to  an  individual  twcniv-one  years  of  age  or  older 
if: 


(a)  The  mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  u licensed  mariiuana  retailer:  or 

lb)  I he  marijuana  or  mariiuana  products  were  manufactured  or  processed  hv  a person  without  a license 
in  accordance  with  subdivision  (12)  of  this  subsection: 

(111  Require  anv  marijuana  retailer  to  record  the  name  or  anv  other  personally  identifiable  information  of  anv 
consumer  tw  entv-one  years  of  ace  or  older: 

( 12)  Require  a person  twentv-one  years  of  age  or  older  to  obtain  anv  license  or  pav  anv  tax  to  manufacture  or 
process  mariiuana  or  mariiuana  products  at  a household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  mav  be 
manufactured  w ithout  a license  under  subdiv  ision  (12)  of  this  subsection  mav  not  exceed  a misdemeanor,  punishable  hv  a fine 
of  not  more  than  one  thousand  dollars,  or  hv  imprisonment  in  the  countv  iail  for  a term  not  exceeding  one  year,  or  In  both  such 
fine  and  iail  sentence:  or 

( 14)  Make  the  ownership  or  operation  of  a licensed  business  that  manufactures,  produces,  or  delivers  marijuana, 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a prudent  business  person  to  organize  or  conduct  the  business, 

l_L  On  or  before  June  I.  20 1 7,  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enact 
laws,  that: 

( 1 1 Permit  individuals  with  a medical  condition  who  ntav  benefit  from  the  medical  use  of  marijuana,  mariiuana 
producis.  and  mariiuana  extracts  to  he  able  to  discuss  frcelv  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

|2)  Permit  individuals  sulTcrine  from  a medical  condition  to  be  allowed  to  use  marijuana,  marijuana  products, 
and  mariiuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise*  that  such  use  max  provide 
a medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Prov  ide  that  no  individual  under  eighteen  years  of  ace  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  local  guardian  with  responsibility  for  the 
indiv  idual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  anv  criminal  or  civil  penally,  or  to  anv  discipline  bv  anv  slate  licensing 
division,  board,  or  commission,  for: 

1 1 ) Adv  ising  a person  whom  the  doctor  has  diagnosed  as  having  a medical  condition,  or  a person  who  the  doctor 
knows  has  been  so  diagnosed  bv  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  marijuana  mav  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  prov  ided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

(2)  Providing  anv  written  documentation  that  e\  idences  or  confirms  such  advice  and  assessment. 

I I Tl>i>  rlivicinn  ic  <titwiwt  nn<t  :mdir*riy/‘d  In  <»nfr>r<’<»  administer  and  make  rules  and  regulations  that  are  not  inconsistent 
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Lll  An  iiidi v 'iduiil  who  has  plead  uuiltv  to  or  has  been  convicted  o<  violating  any  expunueablc  marijuana  olTensc 

lluii  is  not  cxpunt’cablc  under  subdivisions  ( I ) or  (2)  of  this  subsection  mav  apply  to  the  ctnin  in  which  lie  or  she  was  sentenced 

(.or  an  older  to  expunt-e  ;ill  official  records  oT  his  or  her  arrest,  plea,  trial,  and  conviction.  I IT  he  court  determines,  upon  review. 

lhai  an  cxpunucincnt  is  in  the  interests  of  justice,  the  court  mav  enter  an  order  of  cxnunuctnent.  An  individual  mav  he  entitled 

lo  one  or  more  c.xpunucroenis  pursuant  to  this  subdivision  (3), 

<i)  1 he  effect  of  an  order  of  exnunuement  shall  lie  to  restore  the  applicable  individual  to  the  siatus  lie  or  she 

occupied  prior  to  such  arrest,  plea  or  conviction,  us  if  such  ev  ent  had  nev  er  happened.  A person  imprisoned  solely  as  a result 

of  one  or  more  exputnieablc  marijuana  offenses  that  arc  exmmeed  shall  be  released  front  prison  immediately  uoou  the  issuance 

of  1 1 ic  applicable  order  or  orders  of  exnunuement.  No  individual  as  to  whom  such  order  lias  been  entered  shall  be  held 

thereafter  under  am  provision  of  anv  law  lo  be  uuiltv  of  perjury  or  otherwise  uiviini  a false  statement  by  reason  of  his  or  her 

lailure  to  ree ite  or  aeknowlcdue  such  arrest,  plea,  trial,  conviction  or  expungement  in  response  to  anv  inquiry  made  of  him  or 

her  for  anv  purpose  whatsoever. 


No  contract  shall  he  unenforceable  on  the  basis  that  manufacturin'.!,  produeitte.  delivering,  possessing  or  usinu 
mat  ijuana.  marijuana  products,  marijuana  extracts,  marijuana  parapltentalia.  or  industrial  hemp  is  prohibited  hv  federal  law. 

I ft.  Notliiin:  in  this  seeiion  shall  he  construed: 

LU  I o amend  or  affect  in  anv  wav  anv  state  or  federal  law  pcrtainimi  to  employment  matters; 

{2}  I o amend  or  affect  in  anv  wav  anv  state  or  federal  law  Dcrtaininii  to  landlord-tenant  matters: 

LU  To  amend  or  alTccl  in  anv  wav  anv  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 

property  or  anv  other  person  who  has  a local  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 

possession,  or  use  of  marijuana  on  such  real  property: 

ti)  1 o amend  or  a Heel  in  anv  wav  anv  stale  law  pcftaininu  to  the  operation  of  a vehicle,  watercraft,  aircraft, 
railroad  train,  or  anv  similar  device  while  usinu  or  under  the  influence  of  marijuana: 

(5)  To  require  a person  to  violate  a federal  law:  or 

(ft)  To  exempt  a person  from  a federal  law  or  obstruct  the  enforcement  of  a federal  law. 

iZ-  II  anv  subsections,  subdivisions,  phrases,  or  words  of  this  seeiion  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  locality  of  anv  and  all  other  subsections,  subdivisions, 
phrases,  and  words  of  this  section  shall  not  he  affected.  To  that  end,  the  subsections,  subdivisions,  phrases,  and  words  of  this 
seeiion  are  intended  to  be  severable.  It  is  hereby  declared  to  he  the  intent  of  this  section  that  each  and  every  subsection. 
subdiv  ision.  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections, 
subdivisions,  phrases,  or  w ords  of  this  section  is  held  unconstitutional,  void,  or  illecnl. 

IS.  The  provisions  of  subsections  2,  3.4,  ft,  7.  d,  It).  II.  12.  13.  14.  15.  Ift.  17, and  IS  of  this  section  and  subdivisions  ( I ), 
(2),  and  (5)  of  subsection  5 of  this  seeiion  shall  become  effective  on  January  I.  2017,  The  provisions  of  subsections  1 and  8 of 
this  section  and  subdivisions  (3)  and  (4)  of  subsection  5 of  this  section  shall  become  effective  on  June  I.  2017.  All  slate  laws 
that  are  inconsistent  with  anv  provision  of  subdivision  ( I ).  (2),  or  (5)  of  subsection  3 of  this  seeiion  shall  no  loncer  remain  in 
full  force  and  effect  on  and  after  January  1 . 20 1 7.  All  state  laws  that  are  inconsistent  with  anv  provision  of  subsections  I or  <S 
ol  this  section  or  subdivision  (3)  or  (4)  of  subsection  5 of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  alter 
June  I,  2017.  All  of  the  provisions  of  this  section  shall  be  sclt'-en  forcine. 


Jason  Kander 


Jamhs  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a proposed  constitutional  amendment  to 

Article  I (2016-009) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Missouri  Constitution 
filed  by  Dan  Viets  on  December  3,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 
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County 

Page  No. 

It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a tine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 


[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


c n 
N> 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City,  Town  or  Village) 

Zip 

Code 

Cong. 

Disl. 

NAME 

(Printed  or  Typed) 

1. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4. 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

1 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY 
OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer ; 


Signature  of  Affiant 
(Person  obtaining  signature) 


Printed  Name  of  Affiant  Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of A.D. 

Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)  

My  commission  expires 


n ICE.  You  die  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
™ToOWc'7  S?C‘‘°,n"  9’  10,  ,4’  l5’  31  & 32  of  Article  E Sections  36,  39  & 39(a)  of  Article  III;  Sections  7,  12,  15,  22,  23,  27(a) 

& 4X  of  Article  IV;  Sections  14,  18  & 24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  1 and  4 of  Article  VII;  Sections  2 of 
Article  VIII;  Sections  3(a),  7,  and  9(b)  of  Article  IX;  Sections  1,  2,  3,  4(a),  6,  10(b),  17,  18,  18(e),  19,  20  & 24  of  Article  X- 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended : 

One  new  section  is  adopted  to  be  known  as  Article  I,  Section  36  and  to  read  as  follows: 

3h(i>)  1 • Citizens  over  the  age  of  twenty-one  years  shall  have  the  riuht  to  encaue  in  the  production,  sale,  distribution,  and 
consumption  ol  marijuana  and  the  manufacture  ol  goods  from  hemp,  subiect  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

LU  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  mariiuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  coals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers: 

12 j To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 

delivery,  and  possession  of  mariiuana  within  this  state: 

(H  T o prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  ot  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a state  of 
development: 

ELI  To  legalize  under  state  law  the  use  of  marijuana  bv  individuals  who  are  suffering  from  a medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a medical  benefit  to  them; 

121  To  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefinhter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  ot  this  state,  for  substance  abuse  and  underage  drim  use  prevention  programs,  for  veterans'  services,  and  for 
the  division  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  bv  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a manner  separate  and  apart  from  the  regulation  of  mariiuana: 

121  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  bv  persons  twenty- 
one  years  of  age  and  older:  and 

121  To  legalize  under  state  law  the  delivery  of  mariiuana  bv  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

Y The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 

with  subsection  7 of  this  section,  together  with  the  other  provisions  of  existing  stale  law,  will: 

ELI  Prevent  the  distribution  of  mariiuana  to  persons  under  twenty-one  years  of  age: 

121  Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  vanes,  and  cartels; 

(3)  Prevent  the  diversion  of  mariiuana  from  this  state  to  other  states; 

(4)  Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana: 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 

the  use  of  mariiuana: 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  mariiuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  advertisement  of  marijuana,  mariiuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty-one  years  of  age. 

4.  Uliless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meaningsi 

( 1 ) "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a government  subdivision  or  agency. 

(6)  "Expungeable  mariiuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia;  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  the  time  of  the  offense. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a product,  a sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a willing  seller  would  accept  and  a willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Six  mariiuana  plants  and  twelve  ounces  of  usable  mariiuana; 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form;  and 

(c)  Twenty  ounces  of  mariiuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

(10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  bv  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 

(a)  A mariiuana  license:  or 

(b)  A license  issued  bv  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


LL2J  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  mariiuMi 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  by  a combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

1 ! -1)  "Mariiuana"  means  all  pails  ot  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

(.14)  "Mariiuana  extract"  means  a product  obtained  bv  separatum  resins  from  marijuana  by  solvent  extraction, 
using  solvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane,  isopropyl  alcohol- 
ethanol.  and  carbon  dioxide. 

LL5)  'Mariiuana  license"  means  a license  issued  bv  the  division  for  the  purchase,  sale,  manufacturing,  production. 
processing,  transportation,  or  delivery  of  mariiuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

LL9i  ''Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing. 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  mariiuana  products,  or  mariiuana  extracts. 

(17)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  does  not  mean  mariiuana  bv  itself,  or  a mariiuana  extract  bv  itself. 

( ). ft)  "Mariiuana  retailer"  means  a person  who  sells  mariiuana.  mariiuana  products,  mariiuana  extracts,  or 
marijuana  paraphernalia  to  a consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(22)  "Public  place"  means  a place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to, 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "Stale  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales. 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  mariiuana  flowers  and  dried  mariiuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5.  Except  as  otherwise  provided  in  this  section,  no  state  law  shall: 

(JL)  Prohibit  the  possession  or  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older: 

0)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products. 
mariiuana  extracts,  or  mariiuana  paraphernalia  bv  persons  twentv-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale. 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5 of  this  section,  a state  law  may: 

( 1)  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  mariiuana  extracts  into  and 
front  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  mariiuana 
products,  and  mariiuana  extracts  in  or  on,  or  within  one  thousand  feet  of,  real  property  comprising  a public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a public  or  private  community  college,  college,  or  university 
attended  primarily  bv  individuals  under  twentv-one  years  of  age: 

(3)  Prohibit  the  operation  of  a vehicle,  watercraft,  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  mariiuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  mariiuana  extracts  in  a ptiblic  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  products,  and  mariiuana  extracts  bv  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7 of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  marijuana  produced  in  this  state  at  a rate  of  twenty- 
five  percent  of  the  purchase  price. 

Subject  to  the  provisions  of  subsection  8 of  this  section,  on  or  before  June  1 ■ 2017,  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  labeling,  manufacturing,  production,  processing,  transportation, 
delivery,  possession,  and  use  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  mariiuana  paraphernalia,  including  but 
not  limited  to  rules,  regulations,  and  laws  that: 

( 1 ) Require  a person  to  obtain  a mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana,  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  subdivision  (7)  of  subsection  6 of  this  section; 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a reserve  fund  to  maintain  a reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  (i)  for  stale  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty  percent;  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty  percent;  (iii)  for 
substance  abuse  programs  and  prevention  of  underage  drag  use,  twenty  percent:  (iv)  for  services  to  Missouri  military 


VUtrans,  fifteen  pci  cent,  (v)  lor  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  insfitutioiu^*''^^^^^ 
filteen  percent;  and  (vi)  for  cities  and  counties,  ten  percent  and 

(M  Ajl  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  subdivision  7 
gLgubseclion  6 of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace 
existing  funding. 

M)  Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a person  other  than  a licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a misdemeanor  for  any  second  or  subsequent  violation. 

(D  Require  accurate  labeling  of  marijuana,  marijuana  products,  or  marijuana  extracts,  disclosing  the  amount  of 
THC  contained  therein. 

iiii  Regulate  the  amount  of  THC  in  a marijuana  product  or  marijuana  extract. 

8.  No  state  law  or  combination  of  state  laws  shall: 

(J2  Except  for  the  tax  provided  in  subdivision  (7)  ot  subsection  6 of  this  section,  impose  any  tax  on  marijuana. 
ma_rj|uana  products,  marijuana  extracts,  or  transactions  involving  mariiuana.  mariiuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  generally: 


12J  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a person  other  than  a licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

fa)  Six  mariiuana  plants  and  twelve  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form: 

fc)  Twenty  ounces  of  marijuana  products  in  liquid  form:  and 

(d)  One  ounce  of  mariiuana  extracts. 

(2)  Limit  the  aggregate  number  of  licensees  that  may  hold  mariiuana  licenses  or  the  aggregate  number  of 
rnarijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a county  may  be 
jiniijed  to  no  fewer  than  one  marijuana  retailer  per  every  1 0.000  inhabitants,  or  any  portion  thereof,  in  such  county,  according 
to  the  most  recent  census  of  the  United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

Ml  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  marijuana  licenses: 

Ml  Prohibit  a person  from  being  granted  or  holding  a mariiuana  license  because  the  person  or  any  individual 

who  owns  a direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a resident  of  this  state: 

(21  Prohibit  a person  from  being  granted  or  holding  a mariiuana  license  because  the  person  or  any  individual 
who  owns  a direct  or  indirect  interest  in  the  person  has  been  convicted  ot  violating:  (i)  any  non-discretionarv  expungeable 
mariiuana  offense  in  subdivision  ( 1 ) or  (2)  of  subsection  ( 14)  of  this  section;  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

Ml  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia; 

(21  Require  a consumer  twenty-one  years  ol  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  from  a licensed  mariiuana  retailer; 

(10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 
if: 


(al  I he  mariiuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a licensed  mariiuana  retailer;  or 

Ml  The  mariiuana  or  mariiuana  products  were  manufactured  or  processed  by  a person  without  a license 
in  accordance  with  subdivision  (121  of  this  subsection; 

(21)  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older: 

(12)  Require  a person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  mariiuana  products  at  a household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a license  under  subdivision  ( 12)  of  this  subsection  may  not  exceed  a misdemeanor,  punishable  by  a fine 
of  not  more  than  one  thousand  dollars,  or  by  imprisonment  in  the  county  jail  for  a term  not  exceeding  one  year,  or  by  both  such 
fine  and  jail  sentence:  or 

( 14)  Make  the  ownership  or  operation  of  a licensed  business  that  manufactures,  produces,  or  delivers  marijuana, 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  1. 2017.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

( 1 ) Permit  individuals  with  a medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  marijuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor’s  professional  advice: 

(2)  Permit  individuals  suffering  from  a medical  condition  to  be  allowed  to  use  marijuana,  marijuana  products, 
and  mariiuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual’s  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  may  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 ) Advising  a person  whom  the  doctor  has  diagnosed  as  having  a medical  condition,  or  a person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person’s  medical  condition,  provided  the  advice  is  based 
on  the  doctor’s  personal  assessment  of  the  person’s  medical  history  and  current  medical  condition:  or 

(2)  Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

1 1 . The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  ol 
industrial  hemp. 

14.  Convictions  of  mariiuana  offenses  shall  be  expungeable  as  follows: 

( 1 ) An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  mariiuana  offense, 
and  who  was  twenty-one  years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she  was 


sentenced  loi  Ml  order  lo  expunge  all  official  records  ol  his  or  her  arrest.  plea,  trial,  and  conviction.  If  the  court 
upon  leview,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungcable  marijuana  offense,  the  court  shall 
enter  an  order  ot  expungement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  subdivision  ( 1 T 
HI  After  a period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  any  expungeahle  marijuana  offense  for  the  first  time,  and  who  was  under  twentv-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  oilier  mariiuana-related  offense,  mav  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  lias  not  been  convicted  of  any  other  mariiuana-related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 


£3}  An  individual  who  has  plead  uuiltv  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  offense 
that  is  not  expungeable  under  subdivisions  ( 1)  or  (2)  ot  this  subsection  mav  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  mav  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
to  one  or  more  expungements  pursuant  to  this  subdivision  (31. 

(4)  The  effect  of  an  order  of  expungement  shall  he  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  A person  imprisoned  solely  as  a result 
of  one  or  more  expungeable  marijuana  offenses  that  are  expunged  shall  be  released  from  prison  immediately  upon  the  issuance 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a false  statement  hv  reason  of  his  or  her 
failure  to  recite  or  acknowledge  such  airest,  plea,  trial,  conviction  or  expungement  in  response  to  any  inquiry  made  of  him  or 
her  for  any  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing.  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 ) To  amend  or  affect  in  any  wav  any  state  or  federal  law  pertaining  to  employment  matters: 

ill  To  amend  or  affect  in  any  wav  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3  ) To  amend  or  affect  in  any  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 

property  or  any  other  person  who  has  a legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 

possession,  or  use  of  marijuana  on  such  real  property: 

f4)  To  amend  or  affect  in  any  wav  any  state  law  pertaining  to  the  operation  of  a vehicle,  watercraft,  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  influence  of  marijuana: 

(5)  To  require  a person  to  violate  a federal  law:  or 

((i)  To  exempt  a person  from  a federal  law  or  obstruct  the  enforcement  of  a federal  law. 

17.  If  any  subsections,  subdivisions,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  subdivisions, 
phrases,  and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  subdivisions,  phrases,  and  words  of  this 
section  are  intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection, 
subdivision,  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections, 
subdivisions,  phrases,  or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.  The  provisions  of  subsections  2.  3. 4.  6.  7.  9.  10.  11.  12,  13.  14,  15,  16,  17,  and  18  of  this  section  and  subdivisions  ( IT 
(2).  and  (51  of  subsection  5 of  this  section  shall  become  effective  on  January  1.  2017.  The  provisions  of  subsections  1 and  8 of 
this  section  and  subdivisions  (3)  and  (4)  of  subsection  5 of  this  section  shall  become  effective  on  June  I.  2017.  All  state  laws 
that  are  inconsistent  with  any  provision  of  subdivision  (1).  (2).  or  (5)  of  subsection  5 of  this  section  shall  no  longer  remain  in 
full  force  and  effect  on  and  after  January  1,  2017.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  1 or  8 
of  this  section  or  subdivision  (31  or  (4)  of  subsection  5 of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  1 . 2017.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 
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Subject 

Initiative  petition  from  Dan  Viets  regarding  a proposed  constitutional  amendment  to 
Article  I of  the  Constitution  of  Missouri.  (Received  December  4,  2014) 


Date 


December  23,  2014 

Description 

This  proposal  would  amend  Article  I of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  Kansas  City  Board  of  Police 
Commissioners,  and  St.  Louis  Board  of  Police  Commissioners. 

ACT  Missouri  provided  infonnation  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  it 
would  have  no  fiscal  impact  on  their  department.  While  the  related  tax  could  potentially 
increase  the  funds  available  for  public  higher  education  institutions  and  state 
scholarships,  the  total  impact,  if  any,  would  be  determined  through  the  appropriation 
process. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  total  costs  for 
salaries,  fringe  benefits,  equipment  and  expenses  will  be  $0  for  fiscal  year  2016,  $12,953 
for  fiscal  year  2017,  and  $80,049  for  fiscal  year  2018. 

Rental  space  would  be  needed  for  one  new  FTE  located  in  Jefferson  City:  1 FTE  x 200  sq 
ft/FTE  x $16.75/sq.  ft.  = $3,350. 

The  proposed  language  could  create  new  classes  of  small  businesses  (marijuana 
manufacturers  and  retailers). 

Section  36(a)6(7)  if  enacted  would  create  a new  tax  of  25  percent  on  the  first  market  sale 
of  marijuana. 

Sections  196.010  through  196.298,  RSMo  gives  the  Department  of  Health  and  Senior 
Services  (DHSS)  responsibility  for  the  regulation  of  food  to  include  such  duties  as 
ensuring  food  safety,  sanitation,  and  proper  labeling,  etc.  DHSS  could  have  additional 
responsibility  to  assure  that  facilities  manufacturing  foods  containing  marijuana  and 
marijuana  products  are  regulated  the  same  as  other  food  manufacturers. 

DHSS  assumes  that  manufacturers  will  have  “one  stop  shops”  that  will  include  the  retail 
portion  on  the  same  grounds  as  the  manufacturing  plant  where  marijuana  products  will  be 
manufactured.  DHSS  estimates  that  there  may  be  as  many  as  150  manufacturing/retail 
facilities  throughout  the  state.  Since  the  local  public  health  agencies  assume 
responsibility  for  inspecting  retail  food  establishments,  DHSS  would  not  have  to  incur 
additional  costs  for  these  inspections.  DHSS  would  have  to  inspect  the  manufacturing 


portion  of  the  facility.  DHSS  would  require  one  field  inspector  to  inspect  the 
manufacturing  plants  (Environmental  Public  Health  Specialist  IV  A27,  Step  G,  $43,056). 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

The  petition  proposes  to  legalize  the  production,  sale,  distribution  and  consumption  of 
marijuana  by  persons  over  the  age  of  21.  Selling  marijuana  to  persons  21  or  younger  will 
remain  an  offense  as  will  possession  of  marijuana  by  persons  2 1 or  younger. 

The  legalization  of  marijuana  for  adults  over  21  will  impact  their  department  in  three 
ways: 

1.  It  will  discharge  offenders  with  convictions  for  marijuana  from  incarceration  or 
field  supervision  if  the  marijuana  convictions  are  the  only  convictions  the 
offenders  are  serving. 

2.  It  will  reduce  the  number  of  offenders  being  sentenced  and  received  by  the 
department  of  corrections  (DOC). 

3.  It  will  require  administrative  actions  by  DOC  staff  to  re-calculate  sentences,  risk 
assessments,  parole  release  dates  and  custody  levels  for  those  offenders  who  have 
had  marijuana  convictions  expunged. 

The  estimate  of  the  number  of  offenders  who  will  be  impacted  by  the  legalization  of 
marijuana  can  be  calculated  from  the  sentencing  records  maintained  by  the  DOC  but  with 
a significant  proviso.  Most  offenders  sentenced  for  drug  offenses  in  Missouri  are 
sentenced  for  the  production,  sale,  distribution  or  possession  of  a controlled  substance 
and  the  drug  type  is  not  part  of  the  offense.  In  some  cases  the  drug  type  is  known  because 
the  drug  type  is  included  in  the  NCIC  code  or  is  included  in  the  offense  description. 
Although  the  impact  of  the  bill  is  based  upon  those  cases  where  the  drug  type  is  known 
the  impact  has  to  include  an  estimate  of  the  drug  offenders  where  the  drug  type  is  not 
known.  As  only  32%  of  drug  offenses  include  the  drug  type  the  expansion  factor  is 
significant  (3.17). 


1.  The  discharge  of  offenders  with  only  a conviction  for  marijuana  for 
offenders  over  21  on  the  offense  date 

On  December  5,  2014  there  were: 

a)  114  incarcerated  offenders  and  after  applying  the  expansion  factor  of  3. 17 
it  is  estimated  that  361  offenders  will  be  eligible  to  be  released. 

b)  1,055  offenders  on  probation  or  parole  and  after  applying  the  expansion 
factor  of  3.17  it  is  estimated  that  3,344  offenders  will  be  released  from 
field  supervision. 

There  may  be  other  offenders  who,  after  the  expungement  of  the  marijuana  offenses,  may 
be  eligible  for  immediate  discharge  or  have  their  release  date  advanced  but  no  estimate 
has  been  for  these  offenders. 

2.  The  reduction  of  new  admissions  or  new  probation  cases  for  offenders  over 
21  on  the  offense  date 

In  FY14  there  were: 

a)  88  offenders  admitted  to  prison  to  serve  a marijuana  offense  and  had  no 
other  offense.  After  the  expansion  factor  of  3.17  it  is  estimated  that  279 
offenders  were  admitted  in  FY14.  Using  time  served  statistics  from 
offenders  released  in  FY14  for  marijuana  only  offenses  it  is  estimated  that 
the  average  time  served  was  0.81  years.  The  annual  reduction  in  the 
institutional  population  is  estimated  at  226  (279*  0.81  years)  and  the 
reduction  will  begin  in  the  first  year  following  enactment  of  the  bill. 

b)  401  offenders  were  placed  on  probation  for  only  a marijuana  offense. 
After  applying  the  expansion  factor  it  is  estimated  that  there  were  1,271 
offenders  placed  on  probation  for  a marijuana  offense. 

3.  Administrative  Actions 

Administrative  actions  are  required  to  account  for  the  expungement  of  marijuana 
convictions.  No  estimate  is  made  but  it  could  be  substantial  because  marijuana 
convictions  are  not  readily  available  in  the  DOC  offender  database.  The  DOC 
would  have  to  work  with  the  Department  of  Public  Safety  and  the  Office  of  the 
State  Courts  Administrator  to  obtain  the  necessary  records.  Also  note  that  this 
petition  does  not  call  for  automatic  expungement.  The  offender  has  to  petition  the 
court  which  will  complicate  the  process  and  calculation  of  expungement  cost. 

Impact  Summary 

In  the  year  following  the  enactment  of  the  bill  there  will  be  offenders  discharged  and 
fewer  offenders  received  by  the  DOC.  Because  of  the  average  stay  is  less  than  one  year 
both  impacts  will  occur  in  the  first  year.  After  the  first  year  the  prison  and  probation 
populations  will  stabilize  at  a new  lower  level. 


Impact  based  upon  the  assumption  of  equal  distribution  for  drug  offenses  where  the 
drug  type  is  not  known 


Prison 

Field 

Discharge 

Fewer 

Admissions 

Total 

Discharge 

Fewer 

Cases 

Total 

FY16 

361 

226 

587 

3,344 

1,271 

4,615 

The  estimates  are  based  upon  the  assumption  that  the  distribution  of  drugs  offenses  when 
drug  is  known  is  similar  to  the  distribution  of  drugs  when  the  drug  type  is  not  known.  A 
minimum  impact  of  the  legalization  of  marijuana  is  based  upon  only  the  convictions  that 
are  known  to  be  for  marijuana  and  no  account  is  taken  of  the  drug  offenses  for  which  the 
drug  type  is  not  known.  The  reduction  in  the  population  from  fewer  admissions  is 
admissions  (88)  multiplied  by  the  average  stay  (0.81  years)  = 71. 

Minimum  Impact-excluding  drug  offenses  with  the  drug  type  is  not  known 


Prison 

Field 

Discharge 

Fewer 

Admissions 

Total 

Discharge 

Fewer 

Cases 

Total 

FY16 

114 

71 

185 

1,055 

401 

1,456 

These  are  the  DOC  direct  offender  costs  for  either  incarceration  (FY14  average  of 
$16,725  per  offender,  per  day,  or  an  annual  cost  of  $6,105  per  inmate)  or  for  supervision 
provided  by  the  Board  of  Probation  and  Parole  (FY14  average  of  $6.72  per  offender,  per 
day  or  an  annual  cost  of  $2,453  per  offender).  It  is  assumed  that  the  least  amount  of 
individuals  affected  would  be  185  incarcerated  offenders  and  1,456  field  supervised 
offenders  and  at  most  it  would  affect  587  incarcerated  offenders  and  4,615  filed 
supervised  offenders  for  an  estimated  cost  avoidance  of  $4,700,993  to  $14,904,230  in 
FY16.  However,  this  does  not  necessarily  mean  there  will  be  a net  reduction  in  the  DOC 
budget.  The  prison  population  has  been  steadily  increasing  over  the  past  few  years  due  to 
many  other  factors  not  related  to  marijuana  offenses. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Division  of  Alcohol  and  Tobacco  Control  (ATC) 

Costs  would  increase  by  $5,543,943  in  fiscal  year  2016,  $4,718,729  in  fiscal  year  2017, 
and  $4,778,049  in  fiscal  year  2018.  Excise  tax  and  licensing  fees  could  be  $199,500,000 
in  fiscal  years  2017  and  2018. 


The  following  state  agencies  and/or  political  subdivisions  will  be  affected  by  this 
proposal:  Department  of  Mental  Health  and  Substance  Abuse,  Department  of  Health  and 
Senior  Services,  and  State  and  Local  Law  Enforcement  and  Firefighter  Pensions  and 
Retirement  Plans,  Public  Institutions  of  Elementary  and  Secondary  Education,  Substance 
Abuse  Programs  and  Prevention  of  Underage  Drug  Use,  for  Services  to  Military 
Veterans,  Public  Institutions  of  Higher  Education  or  Scholarships  to  such  Institutions  and 
Cities  and  Counties. 

ATC  will  need  to  provide  office  spaces  across  the  state  for  four  District  Offices  in  St. 
Louis,  Kansas  City,  Springfield  and  Cape  Girardeau.  The  existing  ATC  office  in 
Jefferson  City  can  absorb  the  additional  staff  within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  State  of  Colorado,  which  just  legalized  recreational 
marijuana. 

Infonnation  technology  (IT)  will  need  to  provide  IT  support  to  the  additional  staff 
employed.  It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC’s)  and 
printing  equipment.  In  addition,  based  on  Colorado’s  estimation,  ATC  will  need  large 
marijuana  tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections 
which  is  estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 
estimated  it  will  have  a large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500,000  in  excise  tax  collections  if  tax  rates  are  25%  of  first  purchase 
price.  ATC  also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1 
license  per  10,000  people,  6.022  million  Missouri  population)  600  will  obtain  licenses, 
plus  possibly  600  producers  or  distributors,  there  will  be  approximately  1,200  licensees. 
ATC  proposes  a fee  of  $10,000  per  license  which  would  result  in  approximately  $12 
million  in  license  fees.  This  license  fee  is  in  line  with  the  range  of  fees  paid  by  Colorado 
licensees. 

Section  36(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  36(a)  2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 
raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 


Section  36(a)  3,  detennines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  36(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  6 marijuana  plants  and  12  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  20  ounces  of  marijuana  products  in  liquid 
form. 

Section  36(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

Section  36(a)  6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and 
from  within  this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of 
marijuana  within  1,000  feet  of  a school  attended  primarily  by  individuals  under  21  years 
of  age;  prohibit  the  operation  of  a vehicle  while  using  or  under  the  influence;  prohibit 
usage  of  marijuana  in  a public  place;  prohibit  purchase,  sale,  manufacturing,  production, 
processing  transportation,  delivery  or  possession  by  a person  not  in  compliance  with  the 
law;  classify  the  penalties,  and  impose  an  excise  tax  on  the  first  fair  market  sale  of  25% 
of  the  purchase  price. 

Section  36(a)  7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a reserve  to  maintain  a working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  - 20%; 
public  elementary  and  secondary  education  - 20%;  mental  health  and  substance  abuse 
programs  - 20%;  for  services  to  Missouri  military  veterans  - 15%;  for  public  higher 
education  for  scholarships  to  attend  such  institutions  - 15%;  and  cities  and  counties  - 
10%. 


Section  36(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6 marijuana  plants  and  12  oz.  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  20  oz.  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 


issued  to  no  less  than  one  marijuana  retailer  per  10,000  inhabitants  in  a county.  The  state 
cannot  limit  the  number  of  licenses  a person  may  be  granted,  or  disallow  a person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a Missouri  resident.  The  state 
may  not  disallow  a person  from  a license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a consumer  to  purchase  a license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a retailer  to  record  infonnation  about  the  buyer. 
The  state  may  not  require  a license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for  a 
manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  36(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a medical  condition  that  would  benefit  from 
usage  on  or  before  June  1,  2017. 

Section  36(a)  10,  prevents  a licensed  doctor  from  being  subjected  to  any  criminal  and 
civil  penalties  by  any  state  licensing  boards  or  commissions  as  a result  of  advising  a 
person  on  medical  marijuana  usage. 

Section  36(a)  11,  directs  and  authorizes  Alcohol  and  Tobacco  Control  to  enforce, 
administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this  section. 

Section  36(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  36(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  36(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  36(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  36(a)  16,  provides  that  the  marijuana  laws  will  have  no  effect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  36(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 


Section  36(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2017,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2017. 

If  alcohol  excise  tax  revenue  is  an  indicator  of  the  rate  that  revenues  will  increase  each 
year,  we  would  expect  revenue  to  increase  between  1%  and  4%  each  year. 

Their  Division  is  requesting  approximately  $5.5  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  from  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a computerized 
system  using  tax  stamps.  Colorado  currently  uses  a system  that  cost  $1  million  over  a 2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail  system. 
Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices  throughout 
the  state  with  1 District  Supervisor,  1 Clerical  person  and  various  Special  Agent/ Auditors 
in  each  District.  ATC  would  need  5 District  Supervisors,  45  Special  Agent/ Auditors,  7 
Senior  Office  Support  Assistants,  1 Chief  of  Marijuana  Enforcement  and  1 Agricultural 
Expert  to  facilitate  such  a large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington’s  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

ATC  is  waiting  on  newer  infonnation  from  Colorado  and  Washington,  but  at  this  time  it 
is  unavailable. 

Missouri  State  Highway  Patrol  (MSHP) 

Costs  would  increase  by  $349,311  in  fiscal  year  2016,  $410,478  in  fiscal  year  2017,  and 
$414,662  in  fiscal  year  2018. 

The  Criminal  Justice  Information  Services  Division  (CJIS)  states  that  there  are  currently 
315,063  arrest  charges  in  the  Central  Repository  that  qualify  for  expungement  under  this 
amendment.  With  no  specific  statutory  reference  into  how  these  expungements  would  be 
handled  or  the  process  by  which  they  would  be  expunged,  it  is  difficult,  at  best,  to 
estimate  the  amount  of  FTE's  required  by  the  CJIS  Division  to  carry  out  the 
expungements.  The  current  expungement  process,  pursuant  to  Chapter  610,  takes 


approximately  90  minutes  to  process.  One  FTE  can  handle  1,237  expungements  per  year. 
Conservatively,  at  least  five  FTE's  would  be  required  to  initially  handle  the  expungments 
created  by  this  amendment  based  on  no  clear  expungement  process.  Clearly,  if  a large 
number  of  these  expungements  were  to  be  granted  with  even  5 FTE's,  the  backlog  would 
compound  greatly  to  the  point  it  may  take  several  years  to  catch  up. 

1 FTE  = 1,856  hours  (average  work  hours  per  year)  x 60  minutes  per  hour  = 111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 
correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  90 
minutes.  Therefore,  one  FTE  can  handle  1,237  expungements  per  year  = 1 1 1,360  / 90. 

These  FTE’s  (CJIS  Technicians)  would  be  necessary  to  process  all  expungement 
requests,  review  criminal  history  records,  contact  any  agency  associated  with  the  arrests 
or  convictions,  and  collect  the  necessary  data  for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  at  $53,702  and  the  ability  of 
that  employee  to  process  1,237  expungements  per  year,  the  cost  alone  per  expungement 
is  $53,702  \ 1,237  = $43.41.  It  is  suggested  that  a fee,  similar  to  the  criminal  history 
background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing  the 
criminal  histories,  as  well  as  contacting  of  the  various  agencies  associated  with  the 
arrests.  In  researching  other  states  with  similar  expungement  requirements,  they  all 
charge  a fee  to  offset  the  cost  of  the  time  required  to  process  the  expungements.  Their 
fees  ranged  from  $50  to  $450  per  petition  per  arrest  date. 

These  FTE’s  will  most  likely  be  2nd  and  3rd  shift  employees  so  they  would  not  require 
any  equipment.  However,  there  would  be  recurring  costs  of  $650  per  year  per  FTE  for 
office  supplies  and  phone  charges.  If  any  FTE  were  placed  on  the  1st  shift,  standard 
equipment  would  be  required  at  a one-time  cost  of  $3,566  per  FTE. 


5 CJIS  Technicians  ($1,196.50  x 24)  $143,580 

Office  Equipment/HW/SW  $3,566 

RECURRING  COSTS 

Phone  Charges  per  FTE  $350 

Office  Supplies  per  FTE  $300 


The  Patrol  Records  Division  estimates  an  additional  71,733  arrests  in  the  Patrol’s  Traffic 
Arrest  System  (TAS)  would  be  eligible  for  expungement.  The  Patrol  Records  Division 
would  need  to  employ  29  additional  FTE's  in  order  to  expunge  all  eligible  arrests  within 
the  first  year.  However,  the  Patrol  could  reasonably  add  three  FTE’s,  which  would  allow 
the  expungement  of  approximately  2,475  each  year.  This  would  create  a backlog  of 
expungements  that  would  be  processed  when  possible  over  a period  of  years. 


1 FTE  = 1,856  hours  (average  work  hours  per  year)  x 60  minutes  per  hour  = 111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 
correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  45 
minutes.  Therefore,  one  FTE  can  handle  2,475  expungements  per  year  = 1 1 1,360  / 45. 

With  the  current  estimated  potential  of  71,733  petitions  for  expungement  upon  enactment 
of  this  legislation,  the  following  percentages  of  persons  actually  requesting  an 
expungement  will  directly  relate  to  the  number  of  FTE’s  required: 

10%  = 71,733  x .10  = 7,173  / 2,475  = 2.9  FTE’s 
20%  = 71,733  x .20  = 14,346  / 2,475  = 5.8  FTE’s 
50%  = 71,733  x .50  = 35,867  / 2,475  = 14.5  FTE’s 
100%  = 71,733  / 2,475  = 29  FTE’s 

It  is  realistic  to  assume  a significant  number  of  these  individuals  will  file  a petition  to 
expunge  these  records.  It  would  be  reasonable  to  add  three  FTE’s  and  address  any 
backlog  that  may  occur.  This  FTE’s  (Quality  Control  Clerks)  would  be  necessary  to 
process  all  expungement  requests,  review  records,  contact  agencies,  and  collect  the 
necessary  data  for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  of  $44,209  and  the  ability  of 
that  employee  to  process  2,475  expungements  per  year,  the  cost  per  expungement  is 
$44,209  \ 2,475  = $17.86.  It  is  suggested  that  a fee,  similar  to  the  criminal  history 
background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing  the 
criminal  histories. 

There  would  be  recurring  costs  of  $650  per  year  per  FTE  for  office  supplies  and  phone 
charges.  Standard  equipment  would  be  required  at  a one-time  cost  of  $3,566  per  FTE. 


3 Quality  Control  Clerk  ($985  x 24)  $70,920 

Office  Equipment/HW/SW  $3,566 

RECURRING  COSTS 

Phone  Charges  $350 

Office  Supplies  $300 


In  1924,  the  United  States  Justice  Department  FBI  began  building  a national  system  of 
criminal  records  for  the  protection  of  citizens  through  the  detection  and  apprehension  of 
criminals.  The  Omnibus  Crime  Control  and  Safe  Streets  Act  of  1968  established 
minimum  requirements  for  the  management  of  criminal  record  systems.  The  Kennedy 
Amendment  in  the  Crime  Control  Act  of  1973  requires  all  criminal  history  infonnation 
collected,  maintained  and/or  disseminated  by  state  and  local  agencies  to  be  complete, 
secure  and  available  for  review  and  challenged  by  record  subjects.  It  further  stipulates 
that  information  must  be  used  only  for  law  enforcement  and  other  specifically  authorized 


purposes.  The  Anti-Drug  Abuse  Act  of  1988  requires  a system  for  the  immediate  and 
accurate  identification  of  felons  who  attempt  to  purchase  firearms.  The  Brady  Handgun 
Violence  Prevention  Act  of  1993,  the  National  Child  Prevention  Act  of  1993,  the 
National  Stalker  and  Domestic  Violence  Reduction  Program  of  the  Violence  Against 
Women  Act,  the  National  Instant  Criminal  Background  Check  System/Crime 
Identification  Technology  Act  of  1998,  the  NICS  Improvement  Amendment  Act,  the 
Jacob  Wetterling  Crimes  Against  Children  Act,  and  the  Sexually  Violent  Offender 
Registration  Act  (Megan’s  Law).  These  supporting  bills  are  all  programs  that  are 
dependent  upon  a complete,  accurate  and  timely  criminal  history  database  in  the  state. 

This  proposed  legislation  would  also  impact  the  determination  of  qualified  individuals 
relating  to  positions  of  public  trust  (i.e.,  persons  caring  for  children,  the  elderly  or  the 
disabled).  It  would  adversely  impact  the  criminal  justice  system  and  the  ability  for  the 
criminal  justice  system  to  adequately  protect  the  citizens  of  Missouri  from  convicted 
criminals. 

Additionally,  RMSo  610.122  and  610.123  address  the  requirements  and  processes  for 
expungements.  This  bill  does  not  address  these  state  statutes  and  would  conflict  with 
these  laws.  Currently,  no  record  can  be  expunged  if  the  individual  of  the  arrest  has  prior 
or  subsequent  misdemeanor  or  felony  convictions,  the  subject  received  a suspended 
imposition  of  sentence  for  the  arrest,  or  the  subject  received  a conviction. 

Certain  misdemeanor  and  municipal  offenses  (i.e.,  drug  offenses  under  Chapter  195)  can 
be  enhanced  if  it  is  a second  or  third  offense.  It  would  be  difficult  to  enhance  the  offense 
per  558.016  if  previous  convictions  were  expunged. 

The  following  language  is  proposed  to  provide  for  the  collection  of  a fee  to  offset  the 
costs  of  the  expungement: 

43.530.  1.  For  each  request  requiring  the  payment  of  a fee  received  by  the  central 
repository,  the  requesting  entity  shall  pay  a fee  of  not  more  than  nine  dollars  per  request 
for  criminal  history  record  information  not  based  on  a fingerprint  search.  In  each  year 
beginning  on  or  after  January  1,  2010,  the  superintendent  may  increase  the  fee  paid  by 
requesting  entities  by  an  amount  not  to  exceed  one  dollar  per  year,  however,  under  no 
circumstance  shall  the  fee  paid  by  requesting  entities  exceed  fifteen  dollars  per  request. 

2.  For  each  request  requiring  the  payment  of  a fee  received  by  the  central  repository,  the 
requesting  entity  shall  pay  a fee  of  not  more  than  twenty  dollars  per  request  for  criminal 
history  record  information  based  on  a fingerprint  search,  unless  the  request  is  required 
under  the  provisions  of  subdivision  (6)  of  section  210.481,  section  210.487,  or  section 
571.101,  in  which  case  the  fee  shall  be  fourteen  dollars. 

3.  A request  made  under  subsections  1 and  2 of  this  section  shall  be  limited  to  check  and 
search  on  one  individual.  Each  request  shall  be  accompanied  by  a check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a manner  approved  by  the  highway  patrol. 
The  highway  patrol  may  establish  procedures  for  receiving  requests  for  criminal  history 
record  information  for  classification  and  search  for  fingerprints,  from  courts  and  other 


entities,  and  for  the  payment  of  such  requests.  There  is  hereby  established  by  the  treasurer 
of  the  state  of  Missouri  a fund  to  be  entitled  as  the  "Criminal  Record  System  Fund". 
Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  if  the  moneys  collected 
and  deposited  into  this  fund  are  not  totally  expended  annually  for  the  purposes  set  forth  in 
sections  43.500  to  43.543,  the  unexpended  moneys  in  such  fund  shall  remain  in  the  fund 
and  the  balance  shall  be  kept  in  the  fund  to  accumulate  from  year  to  year. 

4.  For  all  petitions  for  expungement  under  the  provisions  of  Chapter  610,  Section 
577.054,  or  any  other  created  expungement  requirement  under  statute,  excluding 
Section  610.122,  the  applicant  shall  pay  a fee  of  seventy-fifty  dollars  per  arrest  date 
listed  on  the  petition.  Each  petition  shall  be  accompanied  by  a check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri- 
criminal  record  system  or  payment  shall  be  made  in  a manner  approved  by  the 
highway  patrol.  For  expungements  that  require  removal  from  the  Traffic  Arrest 
System  twenty  dollars  of  the  seventy-five  dollar  fee  will  be  deposited  in  the  Highway 
Patrol  Traffic  Records  Fund. 


Article  I,  Section  36(a)  14  allows  an  individual  who  has  pled  guilty  to  or  has  been 
convicted  of  violating  any  expungeable  marijuana  offense,  and  who  was  twenty-one 
years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she 
was  sentenced  for  an  order  to  expunge  all  official  record  of  his  or  her  arrest,  plea,  trial, 
and  conviction.  However,  there  is  no  statutory  reference  to  Chapter  610  to  provide  a 
method  by  which  the  expungement  process  will  occur. 

In  Article  I,  Section  36(a)  4.  (6),  it  is  suggested  to  add  “an  offense  involving”  at  the  end 
of  the  sentence  so  that  the  sentence  reads,  “Expungeable  marijuana  offense”  means  an 
offense  involving: 

Officials  from  the  Department  of  Social  Services  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  initiative  petition  creates  Article  I,  Section  36(a)  in  the  Missouri  Constitution.  This 
petition: 

• Legalizes  the  production,  sale,  distribution,  and  consumption  of  marijuana  and 
hemp. 

• Legalizes  the  possession  of  marijuana,  marijuana  products,  marijuana 
concentrates,  marijuana  paraphernalia,  marijuana  extracts,  and  industrial  hemp  for 
persons  twenty-one  years  of  age  or  older. 


• Legalizes  the  cultivation  of  marijuana. 

• Legalizes  the  retail  sales  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp. 

• Allows  the  General  Assembly  to  enact  an  excise  tax  at  a rate  of  twenty-five 
percent  on  the  fair  market  sale  of  marijuana  produced  in  the  state. 

• Requires  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations 
necessary  for  implementation  by  June  1,  2017  including: 

o Licensing  procedures 
o Excise  tax  collection 
o Enforcement  and  compliance  of  licensees 
o Advertisement  regulation 

• Requires  the  Department  of  Health  and  Senior  Services  to  adopt  regulations 
necessary  for  implementation  by  June  1,  2017  that  will  permit  individuals  with 
medical  conditions  to  use  marijuana,  marijuana  products,  marijuana 
paraphernalia,  and  marijuana  extracts  for  medical  use. 

• Pennit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this 
act,  and  calls  for  the  release  of  any  offenders  who  offenses  are  no  longer  illegal 
under  this  act  to  be  released  from  custody. 

• Does  not: 

o Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana 
extracts,  and  industrial  hemp,  other  than  what  is  imposed  on  other 
products  generally. 

o Pennit  the  state  to  add  additional  regulations  related  to  licensees  beyond 
the  scope  of  the  petition. 

o Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  on 
their  property. 

o Require  a person  to  violate  or  exempt  them  from  enforcement  of  federal 
laws. 

o Pennit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o Pennit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the 
age  of  twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Conections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders’ 
provisions  in  the  act.  The  Department  of  Public  Safety,  Division  of  Alcohol  and  Tobacco 
Control  and  the  Department  of  Health  and  Senior  Services  are  given  the  authority  to 
promulgate  rules  to  implement  this  section.  Those  rules  could  result  in  a fiscal  impact  for 
those  agencies.  The  Department  of  Revenue  could  also  see  increased  costs  resulting  from 
the  collection  of  excise  and  sales  taxes  and  compliance  with  those  taxes. 


Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state’s  General  Revenue  Fund.  The  petition 
requires  the  General  Assembly  to  appropriate  the  revenue  as  follows: 

1.  All  funds  the  General  Assembly  deems  necessary  for  the  Division  of 
Alcohol  and  Tobacco  Control  to  carry  out  any  duties  created  by  the 
petition  or  laws  operating  under  this  section. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following 
guidelines: 

a.  20%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  20%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  services  to  military  veterans 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships 
to  attend  such  institutions 

f.  10%  for  cities  and  counties 

Further  B&P  assumes  that  the  retail  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state’s  general  revenue  fund,  the  School 
District  Trust  Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund, 
and  the  Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide 
an  estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  - 2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  Their  office  is  unable  to  determine  what  number  of 
these  charges  were  for  someone  over  the  age  of  twenty-one. 

The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  - Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  - General  Revenue 

County  Fee 

Court  Automation  Fund  Fee 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

Crime  Victims'  Compensation 
Fund  surcharge 

DNA  Profiling  Analysis  Fund 
surcharge 

Brain  Injury  Fund  surcharge 

Independent  Living  Center 
Fund  surcharge 

Motorcycle  Safety  Trust  Fund 
surcharge 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

Sheriffs'  Fee 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

Spinal  Cord  Injury  Fund 
surcharge 

Total 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

Clerk  Fee 

County  Fee 

Court  Automation  Fund  Fee 

Crime  Victims’  Compensation 
Fund  surcharge 


$36,  County  $9 

$75.00 

County 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

$15.00 

State  of  Missouri  - General  Revenue 

$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

$30.00 

State  of  Missouri  - DNA  Profiling 
Analysis  Fund 

$2.00 

State  of  Missouri  - Head  Injury  Fund 

$1.00 

State  of  Missouri  - Independent  Living 
Center  Fund 

$1.00 

State  of  Missouri  - Motorcycle  Safety 
Trust  Fund 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

$1.00 

State  of  Missouri  - Prosecuting 
Attorney  Training  Fund 

$75.00 

County 

$3.00 

Sheriffs'  Retirement  Fund 

$2.00 

State  of  Missouri  - Spinal  Cord  Injury 
Fund 

$279.50 

$8.00 

State  of  Missouri  - Basic  Civil  Legal 
Services  Fund 

$15.00 

$12  State  of  Missouri  / $3  County 

$25.00 

County 

$7.00 

State  of  Missouri  - Court  Automation 
Fund 

$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  - DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  - Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  - Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  - Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  / $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs'  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  - Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  / $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  - Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  - Crime  Victims’ 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  - Peace  Officer 
Standards  & Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total | $33.50 

Criminal  Costs  Not  Included 
Above 


Drug  Testing  by  a State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 

We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State’s  office  is  provided  with  core  funding  to  handle  a certain 
amount  of  normal  activity  resulting  from  each  year’s  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  Through  FY  2013,  the  appropriation 
had  historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon 
the  number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative 
petitions  certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there 
were  5 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17 
million  to  publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly 
changed  the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  the 
Secretary  of  State’s  Office  was  appropriated  $1.19  million  to  publish  the  full  text  of  the 
measures.  Due  to  this  reduced  funding,  the  Secretary  of  State’s  office  reduced  the  scope 
of  the  publication  of  these  measures.  In  FY  2015,  at  the  August  and  November  elections, 
there  were  9 statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $1.1 
million  to  publish  (an  average  of  $122,000  per  issue).  Despite  the  FY  2015  reduction,  the 
Secretary  of  State’s  office  will  continue  to  assume,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  Because  these  requirements  are  mandatory,  they  reserve  the  right  to  request 
funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and  the  General 
Assembly  again  change  the  amount  or  continue  to  not  designate  it  as  an  estimated 
appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated: 


If  passed,  this  constitutional  amendment  would  have  a positive  impact  on  the  workload  of 
the  Missouri  State  Public  Defender,  since  for  persons  2 1 years  of  age  or  older  it  generally 
would  make  legal  the  production,  sale,  distribution,  and  consumption  of  marijuana, 
offenses  that  the  Public  Defender  currently  uses  resources  to  defend  and  no  longer  would 
need  to. 

The  exact  positive  impact  is  difficult  to  predict  because  they  track  their  cases  by  statutory 
offense  and  most  drug  offenses  are  not  limited  to  marijuana;  additionally  they  do  not 
have  readily  available  a count  of  offenses  by  age  of  the  client. 

However,  this  they  know  in  terms  of  relevant  adult  cases  we  opened  for  FY2014: 

--  Misdemeanor  Possession  of  Marijuana,  Section  195.202  RSMo:  1,153  misdemeanor 
cases.  As  mentioned,  they  do  not  have  readily  available  how  many  of  these  involved 
clients  21  years  of  age  or  older.  However  if  one  were  to  assume  that  75%  of  those  involve 
such  clients,  then  that  would  be  865  misdemeanor  cases. 

--  Other  drug  offenses  that  might  involve  marijuana:  195.202  (felonies),  195.211, 

195.214,  195.218,  195.222,  195.223,  195.226,  195.233,  195.235,  195.241,  and  195.242: 
10,630  cases  (2,741  A/B  felonies,  7,186  C/D  felonies,  703  misdemeanors).  As 
mentioned,  they  do  not  track  these  cases  by  type  of  drug.  However,  if  one  were  to  assume 
that  25%  of  them  are  marijuana,  then  that  would  be  2,658  cases  (685  A/B  felonies,  1,797 
C/D  felonies,  176  misdemeanors).  And  as  mentioned,  they  do  not  have  readily  available 
how  many  of  these  involved  clients  21  years  of  age  or  older.  However,  if  one  were  to 
assume  that  75%  of  those  2,658  cases  involved  such  clients,  then  that  would  be  1,993 
cases  (514  A/B  felonies,  1,347  C/D  felonies,  132  misdemeanors). 

865  misdemeanor  cases  plus  1,993  cases  (514  A/B  felonies,  1,347  C/D  felonies,  132 
misdemeanors)  totals  2,858  cases  (514  A/B  felonies,  1,347  C/D  felonies,  997 
misdemeanor  cases). 

In  The  Missouri  Project:  A Study  of  the  Missouri  Public  Defender  System  and  Attorney 
Workload  Standards,  prepared  by  RubinBrown  on  behalf  of  the  American  Bar 
Association's  Standing  Committee  on  Legal  Aid  and  Indigent  Defendants,  the  relevant 
workload  standards  are:  A/B  felonies,  47.6  hours  per  case;  C/D  felonies,  25.0  hours  per 
case;  and  misdemeanors,  1 1 .7  hours  per  case).  (The  workload  standards  include  only  case 
related  tasks  over  which  an  attorney  has  some  control  (they  exclude,  for  example,  in  court 
and  travel  time)  and  thereby  reflect  a conservative  estimate.) 

Applying  those  workload  standards  to  the  2,858  cases,  those  cases  require  69,806 
attorney  hours.  With  2,080  hours  per  attorney  available  each  year,  that  represents  the 
work  of  33.56  attorneys. 


In  addition,  their  probation  violation  caseload  would  be  reduced.  In  FY2014,  MSPD 
opened  53,187  new  adult  offenses  plus  17,226  probation  violations,  i.e.,  1 probation 
violation  for  approximately  every  0.3238  new  offenses.  Applying  that  same  percentage  to 
their  marijuana  cases,  then  in  reducing  their  marijuana  caseload  by  2,858  new  cases,  they 
also  would  reduce  their  probation  violation  caseload  by  926  cases. 

In  The  Missouri  Project,  the  workload  standard  for  probation  violations  is  9.8  hours  per 
case.  Thus  the  reduction  in  probation  violations  by  926  cases  would  represent  a savings 
of  9,075  attorney  hours.  With  2,080  hours  per  attorney  available  each  year,  that 
represents  the  work  of  another  4.36  attorneys. 

33.56  attorneys  plus  4.36  attorneys  totals  37.92  attorneys. 

While  in  theory  they  might  also  handle  fewer  appeals  of  guilty  verdicts  after  trial,  the  fact 
is  that  only  a very  small  percentage  of  their  cases  proceed  to  trial  and  it's  likely  that  only 
a small  percentage  of  those  cases  are  appeals  from  marijuana  convictions.  Therefore  this 
minimal  positive  impact  is  not  being  taken  into  account  in  this  estimate. 

The  savings  of  the  workload  of  38  attorneys  would  be  offset  some  in  that  the 
constitutional  amendment  would  allow  regulatory  laws,  including  licensing,  and 
presumably  violation  of  those  regulatory  laws  would  be  made  to  be  criminal  offenses 
eligible  for  Public  Defender  representation.  However,  for  this  fiscal  estimate,  because  it 
is  impossible  at  this  juncture  to  predict  how  many  cases  this  would  add  to  their  Public 
Defender  caseload,  that  offset  will  be  ignored. 

In  summary,  though  the  exact  positive  impact  is  difficult  to  predict  because  they  track 
their  cases  by  statutory  offense  and  most  drug  offenses  are  not  limited  to  marijuana  and 
because  they  do  not  have  readily  available  a count  of  offenses  by  age  of  the  client,  if  the 
above  assumptions  are  made  then  this  constitutional  amendment  would  save  them  the 
work  of  approximately  38  attorneys. 

However,  the  Missouri  State  Public  Defender  already  is  significantly  understaffed  by  291 
attorneys  under  the  workload  standards  developed  in  The  Missouri  Project.  (The  291 
attorneys  is  a conservative  estimate  of  the  under-staffing  in  that  it  assumes  they  contract 
all  conflicts  to  private  attorneys,  which  they  are  not  able  to  do  for  budgetary  reasons). 

Therefore,  despite  the  positive  impact  on  the  workload  of  the  Missouri  State  Public 
Defender,  because  they  are  already  understaffed  that  savings  in  attorney  time  would  not 
allow  the  Public  Defender  to  reduce  its  workforce  and  therefore  would  not  translate  into 
an  actual  cost  savings.  However  it  does  reduce  by  the  cost  of  38  attorneys  how  much 
money  needs  to  be  added  to  their  budget  in  order  to  meet  The  Missouri  Project 's 
workload  standards. 


Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 


Officials  from  St.  Louis  County  indicated: 

They  have  reviewed  this  initiative  petition  regarding  the  legalization  and  regulation  of 
marijuana  use  in  Missouri.  The  effective  date  is  June  1,  2017,  so  there  would  be  no  fiscal 
impact  during  the  next  two  calendar  years. 

The  petition  proposes  to  impose  an  excise  tax  on  the  fair  market  sales  of  all  marijuana 
products  at  25%  of  the  purchase  price.  Those  revenues  would  then  be  transferred  to  the 
State  of  Missouri  and  be  divided  first  to  the  Division  of  Alcohol  and  Tobacco  Control  in 
an  amount  that  the  General  Assembly  deems  necessary  for  the  Division  to  carry  out  its 
obligations  under  the  law  and  then  second  to  a variety  of  government  activities. 

Among  the  activities  listed  which  would  be  eligible  for  funding  from  the  remaining 
monies  are  law  enforcement  retirement  plans  (20%)  and  cities  and  counties  (10%). 

However,  there  is  indication  of  what  formula  would  be  used  by  the  general  assembly  to 
detennine  which  counties  are  eligible  for  receiving  law  enforcement  monies  or  direct 
revenues  to  county  governments.  It  is  also  impossible  to  predict  how  many  marijuana 
retailers  would  materialize,  what  the  cost  of  various  marijuana  products  would  be,  or 
what  the  sales  volume  would  be  in  future  years. 

For  these  reasons  they  make  the  following  fiscal  note  findings: 

2015  - NO  FISCAL  IMPACT 

2016  - NO  FISCAL  IMPACT 

2017  - FISCAL  IMPACT  CANNOT  BE  DETERMINED 

Officials  from  the  City  of  Columbia  indicated  it  is  hard  to  specify  the  net  effect  on  city 
government.  Positive  fiscal  impact  could  be  outweighed  by  mandated  police 
requirements  with  new  provisions. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  excise 
sales  tax  revenues  their  city  would  receive  or  the  increase  in  costs  that  this  initiative 
petition  would  generate.  Their  city  would  incur  substantial  administrative  costs  in 
expunging  and  destroying  thousands  of  conviction  records  for  marijuana-related  offenses. 
Additionally,  it  is  anticipated  that  their  municipal  court  would  be  clogged  significantly 
with  applications  for  expungement.  There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  their  city’s  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining 
to  marijuana  in  general.  It  could  also  be  a financial  support  to  local  mental  health 
facilities,  suffering  from  the  cuts  in  federal  and  state  assistance.  It’s  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 


Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  they  could  potentially  see  some  positive 
benefits  through  scholarships  to  students  that  could  be  funded  as  a result  of  this  initiative; 
however,  the  impact  is  not  determinable. 

ACT  Missouri  provided  the  following  infonnation  as  an  opponent  of  this  initiative 
petition. 


428  East  Capitol  Ave.  • 2nd  Floor  • Jefferson  City,  MO  65101 
573-635-6669  • toll  free:  877-669-2280  • tax:  573-635-7257 
www.actmissourl.org 


The  fiscal  impact  of  marijuana  legalization  is  far  reaching.  Other  states  that  have  legalized  either 
medically  or  recreationally  have  provided  a great  deal  of  data  for  Missouri  to  utilize  to  determine  the 
impact  legalization  will  have  here. 

The  Rocky  Mountain  High  Intensity  Drug  Trafficking  Area  (HIDTA)  Report1  provides  a basis  of  study  for 
the  effects  of  the  legalization  of  marijuana,  including  fiscal  ramifications.  The  American  Society  of 
Addiction  Medicine  (ASAM)  "asserts  that  the  anticipated  public  health  costs  of  marijuana  legalization 
are  significant..."2  It  is  important  to  note  the  various  costs  incurred  with  legalization,  including 
regulation,  enforcement,  prevention,  education,  treatment,  medical  expenses,  etc.  By  utilizing  the 
HIDTA  Report,  Missouri  can  predict  the  cost  to  the  State.  A summary  of  their  findings  follows: 

Colorado  tracked  data  from  two  waves  of  marijuana  legalization. 

• 2006-2008  is  the  "early  medical  marijuana  era" 

• 2013-Present  is  the  "recreational  marijuana  era" 

Impaired  Driving 

Statistics  indicate  that  from  2007-2012,  traffic  fatalities  involving  operators  testing  positive  for 
marijuana  increased  100%.  In  2007,  traffic  fatalities  with  marijuana  impaired  drivers  represented  7.04% 
of  total  traffic  fatalities.  By  2012,  that  number  more  than  doubled  to  16.53%. 

CO  State  Patrol  DUID  Program,  initiated  in  2014,  showed  that  in  the  first  6 months  of  2014: 

• 77%  of  the  DUIDs  involved  marijuana  (349  out  of  454) 

• 42%  involved  marijuana  only  (191  out  of  454) 

Average  Marijuana  Related  Fatalities  increased  from  39.6%  between  06-08  to  63.3%  between  10-12,  a 
total  increase  of  24%. 


1 Rocky  Mountain  High  Intensity  Drug  Trafficking  Area.  "The  Legalization  of  Marijuana  in  Colorado:  The 
Impact".  Volume  2,  August  2014. 

http://www.rmhidta.org/html/August%202014%20Legalization%20of%20MJ%20in%20Colorado%20the 

%20lmpact.pdf 

2 American  Society  of  Addiction  Medicine,  State-Level  Proposals  to  Legalize  Marijuana, 
http://www.asam.org/advocacv/find-a-policv-statement/view-policv-statement/public-policy- 
statements/2012/07/30/state-level-proposals-to-legalize-mariiuana,  July  25,  2012 
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Operators  involved  in  fatalities  testing  positive  for  marijuana  more  than  doubled  as  well: 

• 2006  was  4.03% 

• 2012  was  9.56% 


Effects  on  Youth 


From  school  years  2008-09  to  2012-13,  drug  related  suspensions/expulsions  increased  32%. 

In  2008,  8.29%  of  students  reported  past  month  marijuana  use.  In  2012  that  had  increased  25%  to 
10.37%.  use  of  marijuana  was  8.29.  National  past  month  marijuana  use  in  2012  was  7.55%,  Colorado's 
was  10.47%. 

In  2006,  total  referrals  to  law  enforcement  were  23.4%.  By  2013,  it  had  risen  to  34.1%. 

Emergency  Room  Visits  Related  to  Marijuana 

2011- 8,198 

2012- 9,982 

2013- 12,888 

From  2011-2013,  there  was  a 57%  increase. 

The  percent  of  all  hospitalizations  that  were  marijuana  related  increased  91%  from  2008  -2013. 
Marijuana  related  hospitalizations  in  2000  were  2,541.  In  2013,  there  were  8,078. 

The  national  average  percent  of  children  ages  0-5  reported  for  marijuana  exposure  from  2010-2013 
was  4.97%.  In  Colorado  it  was  17.81% 

From  2006-09,  19  exposures  for  children  age  0-5  were  reported,  and  it  increased  to  70  from  2010- 
2013. 

Treatment  Admissions  for  Marijuana 

Data  from  Colorado  from  2005-2013  doesn't  demonstrate  a definitive  trend  and  averages  about  6,500 
admissions  a year... .There  may  be  a drop  in  treatment  admissions  for  marijuana  abuse  among  adults 
because  of  a reduction  in  criminal  justice  referrals  through  diversion  and  drug  courts  due  to  fewer 
people  entering  the  system. 
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The  estimated  tax  and  fee  revenue  in  Colorado  in  February  2014  for  Fiscal  Year  2014-2015  was  $134 
million.3  As  of  October  2014,  actual  revenue  for  Fiscal  year  2014-2015  is  $36,546,3724. 

There  are  several  different  amounts  reported  on  the  amount  Colorado  is  spending  on  prevention.  It 
ranges  from  $17  million  to  $99  million  per  fiscal  year.5  6 7 These  funds  are  being  used  to  discourage 
minors  from  using  marijuana,  substance  abuse  prevention,  and  other  priorities.  The  money  is  supposed 
to  come  from  the  sales  tax  on  recreational  marijuana,  however  it  is  unclear  where  it  will  come  from  if 
the  amount  budgeted  is  not  collected  because  sales  are  below  the  projected  amount. 

Other  factors  that  are  unknown,  but  that  should  be  considered: 

• The  cost  associated  with  researching  and  determining  the  level  of  impairment. 

o At  this  time,  there  is  no  scientific  level  of  impairment  with  marijuana.  In  Colorado,  the 
intoxication  number  is  5 ng  of  THC/deciliter  of  blood.  Studies  are  now  showing  that  that 
about  should  be  about  2 ng  of  THC/deciliter  of  blood.  This  would  have  to  be  researched 
and  determined  in  order  to  determine  what  is  considered  "drugged  driving." 

• Work  place  standards  for  THC  metabolites  will  have  to  be  determined. 

o Standards  set  in  place  for  businesses  with  federal  contracts  requiring  drug-free 
workplaces  will  have  to  be  set. 

• Testing  equipment,  methods,  and  training  would  have  to  be  determined.  Unlike  with  drunk 
driving,  there  is  no  breathalyzer  test  for  marijuana  intoxication. 

3 http://www.denverpost.com/news/ci  25185649/hickenlooper-expects-mariiuana-tax-money-exceed-prior- 
expectations 

4https://www.colorado.gov/pacific/sites/default/files/1014%20Mariiuana%20Tax%2C%20License%2C% 

20and%20Fees%20Report.pdf 

5 http://www.nvtimes.com/2014/08/03/opinion/sunday/high-time-the-great-colorado-weed- 
experiment.html?  r=0 

6 http://bigstorv.ap.org/article/colorado-governor-reveals-pot-tax-spending-plan 


7  http://www.denverpost.com/mariiuana/ci  25725179/colorado-pot-taxes-boomed-march 
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These  numbers  are  startling,  and  should  highlight  the  additional  cost  that  will  have  to  be  incurred  by  law 
enforcement,  hospitals  and  medical  providers,  preventionists,  regulators,  schools,  and  mental  health 
providers. 


Missouri  Statewide  Training  & Resource  Center 
Missouri’s  Youth/Adult  Alliance 


The  Office  of  the  State  Auditor  submitted  the  following  comments: 


The  revenue  estimate  submitted  by  the  Division  of  Alcohol  and  Tobacco  Control  (ATC) 
is  the  same  estimate  the  ATC  submitted  a year  ago  in  December  2013  in  response  to 
Initiative  Petition  14-102  (Proposed  Constitutional  Amendment  - Article  I,  version  26 
(Viets)  - Marijuana  Legalization).  The  State  of  Colorado  has  been  collecting  taxes  on 
legalized  marijuana  sales  since  January  2014.  Colorado's  rate  of  taxation  is  similar  to  the 
rate  proposed  in  this  initiative  petition  and  in  Initiative  Petition  14-102. 

The  website,  Colorado  Department  of  Revenue  - Colorado  Marijuana  Tax  Data,  indicates 
Colorado's  marijuana  tax  and  fee  collections  for  the  first  10  months  of  2014  total 
approximately  $60  million,  and  have  recently  averaged  around  $7  million  to  $8  million 
per  month.  This  projects  to  approximately  $75  million  in  revenues  for  the  first  full  year. 
Another  website  source  estimates  Colorado's  annual  marijuana  sales  should  range  from 
$300  million  to  $700  million. 

The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of  Natural 
Resources,  the  Department  of  Transportation,  the  Missouri  Senate,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City 
of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore  the  City  of  St.  Louis,  the  City 
of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  Metropolitan  Community  College,  St.  Louis  Community 
College,  Kansas  City  Board  of  Police  Commissioners,  and  St.  Louis  Board  of  Police 
Commissioners. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting  at  $4.9 
million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system.  Legislative  and 
agency  actions  will  impact  potential  increased  state  revenue.  The  annual  revenue  increase  is 
unknown  but  could  exceed  $75  million.  The  fiscal  impact  to  local  governments  is  unknown. 


James  C.  Kirkpatrick 
state  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  2,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Nicholas  Raines  regarding  a proposed  constitutional  amendment 

to  Article  IV  (2016-008) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Nicholas  Raines  on  December  2,  2014. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than 
his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a petition  when  such  person 
knows  he  or  she  is  not  a registered  voter. 

MISSOURI  CANNABIS  RESTORATION  AND  PROTECTION  ACT 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  Constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of 

Missouri  and County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are 

correctly  written  after  my  name. 

Shall  the  Missouri  Constitution  be  amended  to: 
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STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  name  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CON 

GR. 

DIST 

FULL  NAME 
(Printed  or  typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 



■ 

1 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated 
his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of 


Missouri  and 


County. 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me,  this day  of , A.D. 


Signature  of  Notary 


Address  of  Notary 

Notary  Public  (Seal) 

My  commission  expires: . 


This  measure  amends  the  Missouri  Constitution  by  adding  Section  54  to  Article  4.  This  amendment  implicitly  repeals,  in  part  or  in  whole,  and  amends  various  statutes  and 
subsections  including  but  not  necessarily  limited  to  RSMo  105.1 105,  105.1 108,  105.1 1 12,  195.010.(l0Xb)c,  I95.0l0.(l0)(d),  1 95.0 10.(  1 7)(m)(b),  1 95.0 1 0.(  1 7)<g), 
195.010.(17X1),  195.010(24),  195.015.4,  1 95.0 1 7.2(4)(i ),  195.0 1 7.2(4)(z),  195.0 1 7.2(4)(ii),  195.140.2(2),  195.202.2,  195.202.3,  195.211.2,  195.211.3,  195.211.4.  195.222.7, 
195.223.7,  195.223.8,263.250.1. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

1 . Cannabis  shall  immediately  be  removed  from  the  Missouri  Revised  Statutes  list  of  controlled  substances  and  shall  no  longer  be  listed  among  Missouri's 
drug  schedules. 

2.  Delinition  of  terms,  as  used  in  this  Act: 

(a)  "cannabis"  and  “cannabis  hemp"  refer  to  the  cannabis,  marihuana,  marijuana,  cannabis  sativa.  cannabis  indica.  cannabis  nideralis,  or  any  variety  of 
cannabis,  including  any  derivative,  concentrate,  extract,  flower,  leaf,  particle,  preparation,  resin,  root,  salt,  seed,  stalk,  stein,  or  any  product  thereof. 

(b)  "medical  cannabis"  refers  to  the  medical  use  of  cannabis. 

(c)  “personal  use"  refers  to  the  non-medical  consumption  of  cannabis. 

(d)  “cannabis  accessories"  means  any  equipment,  products,  or  materials  of  any  kind  that  arc  used,  intended  for  use,  or  designed  for  use  in  planting, 
propagating,  cultivating,  growing,  harvesting,  manufacturing,  compounding,  converting,  producing,  processing,  preparing,  testing,  analyzing,  packaging, 
repackaging,  storing,  or  containing  cannabis,  or  for  ingesting,  inhaling,  vaporizing,  smoking  or  otherwise  introducing  cannabis  into  and/or  onto  the  human 
body. 

(e)  •‘establishment"  refers  to  a cannabis  cultivation  facility,  a cannabis  testing  facility,  a cannabis  product  manufacturing  facility,  or  a retail  cannabis  store 
or  other  entity  that  cultivates,  prepares,  manufactures,  packages,  transports  or  sells  cannabis,  cannabis  products  and/or  cannabis  accessories. 

i 

3.  The  following  acts  are  not  unlawful  and  shall  not  be  an  offense  under  Missouri  law, 

(a)  Possession  of  cannabis  for  personal  or  medical  use. 

(b)  Cultivating  cannabis  for  personal  use,  or  in  an  area  sufficient  to  produce  the  Quantity  necessary  to  address  a patient's  needs. 

(c)  Cultivation,  harvesting  processing,  manufacturing,  packaging,  distributing,  transferring,  displaying  or  possessing  cannabis,  cannabis  accessories,  and 
cannabis  products  for  commercial  purposes  provided  the  person  has  current  applicable  licensing  to  operate  a commercial  establishment.  No  special 
licensing  will  be  required  beyond  that  which  is  applicable  for  the  cultivation,  harvest,  processing,  manufacturing,  packaging,  distribution,  transferal, 
display  or  possessing  of  any  non-toxic  food  or  food  product. 

(d)  Providing  cannabis,  cannabis  accessories,  and  cannabis  products  for  sale  to  consumers. 

(e)  Leasing  or  otherwise  allowing  the  use  of  property  owned,  occupied  or  controlled  by  any  person,  corporation  or  other  entity  for  any  of  the  activities 
conducted  lawfully  in  accordance  with  paragraphs  (a)  through  (d)  of  this  subsection. 

(f)  The  use  and/or  possession  of  cannabis  shall  not  be  grounds  for  issuing  a “Driving  under  the  influence”  (DU11  charge,  arrest  or  fines  when  operating  a 
motor  vehicle. 


4.  Medical  cannabis  shall  be  available  to  patients  without  taxation  who  have  a physician's  recommendation  for  its  use. 

(a)  All  patients  engaged  in  cannabis  therapy  shall  be  afforded  the  same  rights  and  privileges  afforded  to  any  patient  treated  through  conventional 
therapeutic  means. 

(b)  Licensed  physicians  shall  not  be  penalized  for,  nor  restricted  from  recommending  cannabis  for  medical  purposes  to  any  person  under  their  care. 

(c)  Veterinarians  shall  not  be  penalized  nor  restricted  from  recommending  cannabis  for  medical  purposes  for  any  creature  under  their  care. 

(d)  Opinions  pertaining  to,  and  willingness  to  recommend  medical  cannabis  therapy  shall  not  be  a criteria  for  the  licensure  of  physicians:  no  physician 
shall  be  subject  to  any  professional  licensing  review  or  hearing  as  a result  of  recommending  or  approving  medical  cannabis  therapy. 

(e)  Any  individual  who  is  a cannabis  patient  in  another  state  shall  be  granted  the  same  rights  and  privileges  as  a legal  Missouri  cannabis  patient. 

(0  Medical  care,  including  organ  transplants,  shall  not  be  restricted  in  any  wav  based  on  a person's  use  of  cannabis. 

5.  The  dictates  of  this  Initiative  shall  be  implemented  no  later  than  January  I , following  the  election  that  placed  this  Initiative  before  the  people, 

6.  Upon  the  passage  of  this  Act,  all  persons  incarcerated  or  under  supervision  of  the  Missouri  Board  of  Probation  and  Parole  for  non-violent,  cannabis- 
onlv  offenses  which  arc  no  longer  illegal  in  the  State  of  Missouri  under  this  Act  shall  be  immediately  released. 

(a)  The  Court  shall  order  the  immediate  expungement  of  civil  and  criminal  records  pertaining  to  all  non-violent  cannabis  only  offenses  which  are  no 
longer  illegal  in  the  State  of  Missouri  under  this  Act. 

(b)  Within  60  days  of  the  passage  of  this  Act,  the  Attorney  General  shall  develop  and  make  available  to  the  public  a legal  document  ordering  the 
immediate  destruction  of  all  cannabis-related  non-violent  civil  and  criminal  records  in  Missouri  and  for  any  offense  covered  bv  this  amendment.  This 
document  shall  be  distributed  to  all  Circuit  Court  clerks  within  the  State. 


7.  No  Missouri  law  enforcement  personnel  or  state  funds  shall  be  used  to  assist  or  aid  in  the  enforcement  of  federal  cannabis  laws  involving  acts  which  are 
no  longer  illegal  in  the  State  of  Missouri  under  this  amendment. 

8.  Any  person  who  willfully  impedes  the  lawful  exercise  of  these  provisions  is  guilty  of  a Class  A misdemeanor. 

9.  Cannabis  farmers,  manufacturers,  processors,  and  distributors  shall  not  be  subject  to  any  special  zoning  requirement  licensing  fee  that  is  excessive- 
discriminatory,  prohibitive,  or  in  any  wav  contrary  to  that  which  is  relative  to  any  other  commercial  or  agricultural  fanner,  manufacturer,  processor  or 
distributor. 


1 0.  Pursuant  to  the  Ninth  and  Tenth  Amendments  to  the  Constitution  of  the  United  States,  the  people  of  Missouri  hereby  repudiate  and  challenge  federal 
cannabis  prohibitions  that  conflict  with  this  Act. 

1 1 . If  any  rival  or  conflicting  initiative  regulating  any  matter  addressed  bv  this  act  receives  the  higher  affirmative  vote,  then  all  non-conflicting  parts  shall 
become  operative. 

1 2.  All  provisions  of  this  section  are  self-executing  and  severable,  and,  except  where  otherwise  indicated  in  the  text  of  this  document,  shall  supersede 
conflicting  city,  county,  state  or  federal  statutory,  local  charter,  ordinance,  or  resolution. 


written  bv  Mark  Pedersen,  CPN  Institute.  July  5th,  2014.  markpedersen.cpn@gmail.com. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  2,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Todd  Jones  regarding  a proposed  constitutional  amendment  to 

Article  VIII  (2016-007) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Todd  Jones  on  December  2,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  116.332,  RSMo.  Section  116.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request.  ^ 


Sincerely, 


5 


Jason  Kander 


cc:  Hon.  Chris  Koster 


Sheri  Hoffman 
Barbara  Wood 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 
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INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  ot  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I have 

personally  signed  this  petition,  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis). 

my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my  name., 


(OFFICIAL  BALLOT  TITLE) 
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STATE  OF  MISSOURI,  COUNTY  OF  " 

L , being  first  duly  sworn,  say  (print  or  type  names  of  signers)  <-J 


NAME 

(Signature) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the 
state  of  Missouri  and County. 


FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE 
BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR 
PLEAD  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer . 


Signature  of  Affiant  (Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of , A.D. 


(Printed  Name  of  Affiant) 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Missouri  Constitution  Article  VIII 


iG-^xrt 

BE  IT  RESOLVED  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


One  new  section  is  adopted  by  adding  one  new  section  to  be  known  as  section  23  of  Article  VIII  to 
read  as  follows: 

Section  23.  1.  This  section  shall  be  known  as  the  "Missouri  Campaign  Contribution  Reform  Initiative." 

2.  The  people  ol  the  State  of  Missouri  hereby  find  and  declare  that  excessive  campaign  contributions 
to  political  candidates  create  the  potential  for  corruption  and  the  appearance  of  corruption:  that  large 
campaign  contributions  made  to  influence  election  outcomes  allow  wealthy  individuals,  corporations 
and  special  interest  groups  to  exercise  a disproportionate  level  of  influence  over  the  political  process: 
that  the  rising  costs  ot  campaigning  for  political  office  prevent  qualified  citizens  from  running  for 
political  office;  that  political  contributions  from  corporations  and  labor  organizations  are  not 
necessarily  an  indication  of  popular  support  for  the  corporation’s  or  labor  organization’s  political  ideas 
and  can  unfairly  influence  the  outcome  of  Missouri  elections:  and  that  the  interests  of  the  public  are 
best  served  by  limiting  campaign  contributions,  providing  for  full  and  timely  disclosure  of  campaign 
contributions,  and  strong  enforcement  of  campaign  finance  requirements. 

3.  (1)  Except  as  provided  in  subdivisions  (2),  (3)  and  (4)  of  this  subsection,  the  amount  of 
contributions  made  by  or  accepted  from  any  person  other  than  the  candidate  in  any  one  election  shall 
not  exceed  the  following: 

(a)  1 o elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  state 
treasurer,  state  auditor,  attorney  general,  office  of  state  senator,  office  of  state  representative  or  any 
other  state  or  judicial  office,  two  thousand  six  hundred  dollars. 

(2)  (a)  No  political  party  shall  accept  aggregate  contributions  from  any  person  that  exceed  twenty-five 
thousand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and  township  level 
combined. 


(b)  No  political  party  shall  accept  aggregate  contributions  from  any  committee  that  exceed  twenty-five 
thousand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and  township  level 
combined. 


(3)  (a)  It  shall  be  unlawful  for  a corporation  or  labor  organization  to  make  contributions  to  a campaign 
committee,  candidate  committee,  exploratory  committee,  political  party  committee  or  a political  party: 
except  that  a corporation  or  labor  organization  may  establish  a continuing  committee  which  may 
accept  contributions  or  dues  from  members,  officers,  directors,  employees  or  security  holders. 

(b)  The  prohibition  contained  in  subdivision  (a)  of  this  subsection  shall  not  apply  to  a corporation 
that: 


(i)  Is  formed  for  the  purpose  ot  promoting  political  ideas  and  cannot  engage  in  business  activities:  and 

(ii)  Has  no  security  holders  or  other  persons  with  a claim  on  its  assets  or  income:  and 

(iii)  Was  not  established  by  and  does  not  accept  contributions  from  business  corporations  or  labor 
organizations. 

(4)  No  candidate’s  candidate  committee  shall  accept  contributions  from,  or  make  contributions  to, 
another  candidate  committee,  including  any  candidate  committee,  or  equivalent  entity,  established 
under  federal  law. 


(5)  Notwithstanding  any  other  subdivision  of  this  subsection  to  the  contrary,  a candidate’s  candidate 
committee  may  receive  a loan  from  a financial  institution  organized  under  state  or  federal  law  if  the 
loan  bears  the  usual  and  customary  interest  rate,  is  made  on  a basis  that  assures  repayments,  is 
evidenced  by  a written  instrument,  and  is  subject  to  a due  date  or  amortization  schedule.  The 
contribution  limits  described  in  this  subsection  shall  not  apply  to  a loan  as  described  in  this 
subdivision. 


(6)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory  committee, 
political  party  committee,  and  political  party  shall  accept  a contribution  in  cash  exceeding  one  hundred 
dollars  per  election. 

(7)  No  contribution  shall  be  made  or  accepted,  directly  or  indirectly,  in  a fictitious  name,  in  the  name 
of  another  person,  or  by  or  through  another  person  in  such  a manner  as  to  conceal  the  identity  of  the 
actual  source  of  the  contribution  or  the  actual  recipient.  Any  person  who  receives  contributions  for  a 


committee  shall  disclose  to  that  committee's  treasurer,  deputy  treasurer  or  candidate  the  recipient's 
own  name  and  address  and  the  name  and  address  of  the  actual  source  of  each  contribution  such  person 
has  received  for  that  committee. 


(8)  No  anonymous  contribution  ol  more  than  twenty-five  dollars  shall  be  made  by  any  person,  and  no 
anonymous  contribution  of  more  than  twentv-five  dollars  shall  be  accepted  bv  any  candidate  or 
committee.  If  any  anonymous  contribution  of  more  than  twenty-five  dollars  is  received,  it  shall  he 
returned  immediately  to  the  contributor,  if  the  contributor's  identity  can  be  ascertained,  and  if  the 
contributoi  s identity  cannot  be  ascertained,  the  candidate,  committee  treasurer  or  deputy  treasurer 
shall  immediately  transmit  that  portion  of  the  contribution  which  exceeds  twentv-five  dollars  to  the 
state  treasurer  and  it  shall  escheat  to  the  state- 
let) [ he  maximum  aggregate  amount  ot  anonymous  contributions  which  shall  be  accepted  per  election 
by  any  committee  shall  be  the  greater  ot  five  hundred  dollars  or  one  percent  of  the  aggregate  amount 
ot  all  contributions  received  by  that  committee  in  the  same  election.  If  any  anonymous  contribution  is 
received  which  causes  the  aggregate  total  of  anonymous  contributions  to  exceed  the  foregoinu 
limitation,  it  shall  be  returned  immediately  to  the  contributor,  if  the  contributor's  identity  can  be 
ascertained,  and,  if  the  contributor's  identity  cannot  be  ascertained,  the  committee  treasurer,  deputy 
treasurer  or  candidate  shall  immediately  transmit  the  anonymous  contribution  to  the  state  treasurer  to 
escheat  to  the  state. 

(10)  Notwithstanding  the  provisions  of  subdivision  (9)  of  this  subsection,  contributions  from 
individuals  whose  names  and  addresses  cannot  be  ascertained  which  are  received  from  a fund-raising 
activity  or  event,  such  as  defined  in  section  130.01 1.  RSMo.  as  amended  from  time  to  time,  shall  not 
be  deemed  anonymous  contributions,  provided  the  following  conditions  are  met: 

(a)  There  are  twenty-five  or  more  contributing  participants  in  the  activity  or  event: 

(b)  The  candidate,  committee  treasurer,  deputy  treasurer  or  the  person  responsible  for  conducting  the 
activity  or  event  makes  an  announcement  that  it  is  illegal  for  anyone  to  make  or  receive  a contribution 
in  excess  of  one  hundred  dollars  unless  the  contribution  is  accompanied  bv  the  name  and  address  of 
the  contributor: 

(c)  The  person  responsible  for  conducting  the  activity  or  event  does  not  knowingly  accept  payment 
from  any  single  person  of  more  than  one  hundred  dollars  unless  the  name  and  address  of  the  person 
making  such  payment  is  obtained  and  recorded  pursuant  to  the  record-keeping  requirements  of  section 
1 30.036.  RSMo.  as  amended  from  time  to  time: 

(d)  A statement  describing  the  event  shall  be  prepared  by  the  candidate  or  the  treasurer  of  the 
committee  for  whom  the  funds  were  raised  or  by  the  person  responsible  for  conducting  the  activity  or 
event  and  attached  to  the  disclosure  report  of  contributions  and  expenditures  required  by  section 

1 30.04 1 , RSMo.  as  amended  from  time  to  time.  The  following  information  to  be  listed  in  the  statement 
is  in  addition  to.  not  in  lieu  of.  the  requirements  elsewhere  in  this  chapter  relating  to  the  recording  and 
reporting  of  contributions  and  expenditures: 

(i)  The  name  and  mailing  address  of  the  person  or  persons  responsible  for  conducting  the  event  or 
activity  and  the  name  and  address  of  the  candidate  or  committee  for  whom  the  funds  were  raised; 

(11)  The  date  on  which  the  event  occurred: 

(iii)  The  name  and  address  of  the  location  where  the  event  occurred  and  the  approximate  number  of 
participants  in  the  event; 

(iv)  A brief  description  of  the  type  of  event  and  the  fund-raising  methods  used; 

(v)  The  gross  receipts  from  the  event  and  a listing  of  the  expenditures  incident  to  the  event; 

(vi)  The  total  dollar  amount  of  contributions  received  from  the  event  from  participants  whose  names 
and  addresses  were  not  obtained  with  such  contributions  and  an  explanation  of  why  it  was  not  possible 
to  obtain  the  names  and  addresses  of  such  participants; 

(vii)  The  total  dollar  amount  of  contributions  received  from  contributing  participants  in  the  event  who 
are  identified  by  name  and  address  in  the  records  required  to  be  maintained  pursuant  to  section 
130.036.  RSMo.  as  amended  from  time  to  time. 

( 1 1 ) No  candidate  or  committee  in  this  state  shall  accept  contributions  from  any  out-of-state 
committee  unless  the  out-of-state  committee  from  whom  the  contributions  are  received  has  filed  a 
statement  of  organization  pursuant  to  section  130.021,  RSMo.  as  amended  from  time  to  time,  or  has 


filed  the  reports  required  by  sections  130.049  and  130.050.  RSMo.  as  amended  from  time  to  time, 
whichever  is  applicable  to  that  committee.  r — i 
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0-2)  Political  action  committees  shall  only  receive  contributions  from  individuals:  unions:  federal 
eolitical  action  committees;  and  corporations,  associations,  and  partnerships  fanned  under  chapters 
347  to  j60,  RSMo,  as  amended  from  time  to  time,  and  shall  be  prohibited  from  receiving  contributions 
IjQrrc  other  political  action  committees,  candidate  committees,  political  party  committees,  campaign 
committees,  exploratory  committees,  or  debt  service  committees.  However,  candidate  committees. 
political  party  committees,  campaign  committees,  exploratory  committees,  and  debt  service 
committees  shall  be  allowed  to  return  contributions  to  a donor  political  action  committee  that  is  the 
origin  of  the  contribution. 

(43)  1 he  prohibited  committee  transfers  described  in  subdivision  (12)  of  this  subsection  shall  not 
apply  to  the  following  committees: 

(a)  The  state  house  committee  per  political  party  designated  by  the  respective  majority  or  minority 
floor  leader  of  the  house  of  representatives  or  the  chair  of  the  state  party  if  the  party  does  not  have 
majority  or  minority  party  status: 

(b)  The  state  senate  committee  per  political  party  designated  by  the  respective  majority  or  minority 
floor  leader  of  the  senate  or  the  chair  of  the  state  party  if  the  party  does  not  have  majority  or  minority 
party  status. 

(14)  No  person  shall  transfer  anything  of  value  to  any  committee  with  the  intent  to  conceal,  from  the 
Missouri  ethics  commission,  the  identity  of  the  actual  source.  Any  violation  of  this  subdivision  shall 
be  punishable  as  follows: 

(a)  For  the  first  violation,  the  Missouri  ethics  commission  shall  notify  such  person  that  the  transfer  to 
the  committee  is  prohibited  under  this  section  within  five  days  of  determining  that  the  transfer  is 
prohibited,  and  that  such  person  shall  notify  the  committee  to  which  the  funds  were  transferred  that  the 
funds  must  be  returned  within  ten  days  of  such  notification; 

(b)  For  the  second  violation,  the  person  transferring  the  funds  shall  be  guilty  of  a class  C 
misdemeanor; 

(c)  For  the  third  and  subsequent  violations,  the  person  transferring  the  funds  shall  be  guilty  of  a class 
D felony. 


(15)  No  person  shall  make  a contribution  to  a campaign  committee,  candidate  committee,  continuing 
committee,  exploratory  committee,  political  party  committee,  and  political  party  with  the  expectation 
that  some  or  all  of  the  amounts  of  such  contribution  will  be  reimbursed  by  another  person.  No  person 
shall  be  reimbursed  for  a contribution  made  to  any  campaign  committee,  candidate  committee, 
continuing  committee,  exploratory  committee,  political  party  committee,  and  political  party,  nor  shall 
any  person  make  such  reimbursement  expect  as  provided  in  subdivision  (5)  of  this  subsection. 

(16)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory  committee, 
political  party  committee,  and  political  party  shall  knowingly  accept  contributions  from: 

(a)  Any  natural  person  who  is  not  a citizen  of  the  United  States; 

(b)  A foreign  government;  or 

(c)  Any  foreign  corporation  that  does  not  have  the  authority  to  transact  business  in  this  state  pursuant 
to  Chapter  347,  RSMo,  as  amended  from  time  to  time. 

( 1 7)  Contributions  from  persons  under  fourteen  years  of  age  shall  be  considered  made  by  the  parents 
or  guardians  of  such  person  and  shall  be  attributed  toward  any  contribution  limits  prescribed  in  this 
chapter.  Where  the  contributor  under  fourteen  years  of  age  has  two  custodial  parents  or  guardians, 
fifty  percent  of  the  contribution  shall  be  attributed  to  each  parent  or  guardian,  and  where  such 
contributor  has  one  custodial  parent  or  guardian,  all  such  contributors  shall  be  attributed  to  the 
custodial  parent  or  guardian. 

( 1 8)  Each  limit  on  contributions  described  in  subdivisions  ( 1 ),  (2)(a),  and  (2)(b)  of  this  subsection 
shall  be  adjusted  by  an  amount  based  upon  the  average  of  the  percentage  change  over  a four  year 
period  in  the  United  States  Bureau  of  Labor  Statistics  Consumer  Price  Index  for  Kansas  City,  all 
items,  all  consumers,  or  its  successor  index,  rounded  to  the  nearest  lowest  twenty-five  dollars  and  the 
percentage  change  over  a four  year  period  in  the  United  States  Bureau  of  Labor  Statistics  Consumer 
Price  Index  for  St.  Louis,  all  items,  all  consumers,  or  its  successor  index,  rounded  to  the  nearest  lowest 
twenty-five  dollars.  The  first  adjustment  shall  be  done  in  the  first  quarter  of  2019,  and  then  every  four 
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years  thereafter.  The  secretary  of  state  shall  calculate  such  an  adjustment  in  each  limit  and  specify  the 
limits  in  rules  promulgated  in  accordance  with  Chapter  536.  RSMo.  as  amended  from  time  to  time. 


1J1)  Notwithstanding  the  provisions  of  subsection  3 of  section  105.957.  RSMo.  as  amended  from 
time  to  time,  any  natural  person  may  file  a complaint  with  the  Missouri  ethics  commission  alleging  a 
v iolation  ol  the  provisions  of  section  3 of  this  Article  by  any  candidate  for  elective  office,  within  sixty 
d?ys  prior  to  the  primary  election  at  which  such  candidate  is  running  for  office,  until  after  the  general 
election.  Any  such  complaint  shall  be  in  writing,  shall  state  all  facts  known  by  the  complainant  which 
have  given  rise  to  the  complaint,  and  shall  be  sworn  to,  under  penalty  of  penury,  by  the  complainant. 


(2)  Within  the  first  business  day  after  receipt  of  a complaint  pursuant  to  this  section,  the  executive 
director  shall  supply  a copy  of  the  complaint  to  the  person  or  entity  named  in  the  complaint.  The 
executive  director  ol  the  Missouri  ethics  commission  shall  notify  the  complainant  and  the  person  or 
entity  named  in  the  complaint  of  the  date  and  time  at  which  the  commission  shall  audit  and  investigate 
the  allegations  contained  in  the  complaint  pursuant  to  subdivision  (3)  of  this  subsection. 

(3j_Within  fifteen  business  days  of  receipt  of  a complaint  pursuant  to  this  section,  the  commission 
shall  audit  and  investigate  the  allegations  contained  in  the  complaint  and  shall  determine  by  a vote  of 
at  least  four  members  of  the  commission  that  there  are  reasonable  grounds  to  believe  that  a violation  of 
law  has  occurred  within  the  lurisdiction  of  the  commission.  The  respondent  may  reply  in  writing  or  in 
person  to  the  allegations  contained  in  the  complaint  and  may  state  justifications  to  dismiss  the 
complaint.  The  complainant  may  also  present  evidence  in  support  of  the  allegations  contained  in  the 
complaint,  but  such  evidence  shall  be  limited  in  scope  to  the  allegations  contained  in  the  original 
complaint,  and  such  complaint  may  not  be  supplemented  or  otherwise  enlarged  in  scope. 

(4)  If,  after  audit  and  investigation  of  the  complaint  and  upon  a vote  of  at  least  four  members  of  the 
commission,  the  commission  determines  that  there  are  reasonable  grounds  to  believe  that  a violation  of 
law  has  occurred  within  the  lurisdiction  of  the  commission,  the  commission  shall  proceed  with  such 
complaint  as  provided  by  sections  105.957  to  105.963,  RSMo,  as  amended  from  time  to  time.  If  the 
commission  does  not  determine  that  there  are  reasonable  grounds  to  believe  that  such  a violation  of 
law  has  occurred,  the  complaint  shall  be  dismissed.  If  a complaint  is  dismissed,  the  fact  that  such 
complaint  was  dismissed,  with  a statement  of  the  nature  of  the  complaint,  shall  be  made  public  within 
twenty-four  hours  of  the  commission's  action. 

(5)  Any  complaint  made  pursuant  to  this  section,  and  all  proceedings  and  actions  concerning  such  a 
complaint,  shall  be  subject  to  the  provisions  of  subsection  15  of  section  105.961,  RSMo,  as  amended 
from  time  to  time. 


(6)  No  complaint  shall  be  accepted  by  the  commission  within  fifteen  days  prior  to  the  primary  or 
general  election  at  which  such  candidate  is  running  for  office. 

5.  Any  person  who  knowingly  and  willfully  accepts  or  makes  a contribution  in  violation  of  any 
provision  of  section  3 of  this  Article  or  who  knowingly  and  willfully  conceals  a contribution  by  filing 
a false  or  incomplete  report  or  by  not  filing  a required  report  under  Chapter  130.  RSMo,  as  amended 
from  time  to  time,  shall  be  held  liable  to  the  state  in  civil  penalties  in  an  amount  of  at  least  double  and 
up  to  five  times  the  amount  of  any  such  contribution. 

6.  ( 1 ) Any  person  who  purposely  violates  the  provisions  of  section  3 of  this  Article  is  guilty  of  a class 
A misdemeanor. 


(2)  Notwithstanding  any  other  provision  of  law  which  bars  prosecutions  for  any  offenses  other  than  a 
felony  unless  commenced  within  one  year  after  the  commission  of  the  offense,  any  offense  under  the 
provisions  of  this  section  may  be  prosecuted  if  the  indictment  be  found  or  prosecution  be  instituted 
within  three  years  after  the  commission  of  the  alleged  offense. 

(3)  Any  prohibition  to  the  contrary  notwithstanding,  no  person  shall  be  deprived  of  the  rights, 
guarantees,  protections  or  privileges  accorded  by  sections  130.01 1 to  130.026,  130.031  to  130.068, 
130.072,  and  130.081,  RSMO,  as  amended  from  time  to  time,  by  any  person,  corporation,  entity  or 
political  subdivision. 

7.  As  used  in  this  section,  the  following  terms  have  the  following  meanings: 

( 1 ) "Appropriate  officer"  or  "appropriate  officers",  the  person  or  persons  designated  in  section 
130.026,  or  any  successor  section,  to  receive  certain  required  statements  and  reports; 

(2)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office.  The  term  "candidate" 
includes  an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual  who  seeks 
nomination  by  the  individual's  political  party  for  election  to  public  office,  an  individual  standing  for 
retention  in  an  election  to  an  office  to  which  the  individual  was  previously  appointed,  an  individual 


who  seeks  nomination  or  election  whether  or  not  the  specific  elective  public  office  to  be  sought  has 
been  finally  determined  by  such  individual  at  the  time  the  individual  meets  the  conditions  described  in 
paragraph  (a)  or  (b)  of  this  subdivision,  and  an  individual  who  is  a write-in  candidate  as  defined  in 
subdivision  (26)  ol  this  section.  A candidate  shall  be  deemed  to  seek  nomination  or  election  when  the 
person  first:  \ — j 
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(a)  Receives  contributions  or  makes  expenditures  or  reserves  space  or  facilities  with  intent  to  promote 
the  person's  candidacy  for  office:  or 


(b)  Knows  or  has  reason  to  know  that  contributions  are  being  received  or  expenditures  are  being  made 
or_space  or  facilities  are  being  reserved  with  the  intent  to  promote  the  person's  candidacy  for  office: 
except  that,  such  individual  shall  not  be  deemed  a candidate  if  the  person  Tiles  a statement  with  the 
appropriate  officer  within  five  days  after  learning  of  the  receipt  of  contributions,  the  making  of 
expenditures,  or  the  reservation  of  space  or  facilities  disavowing  the  candidacy  and  stating  that  the 
person  will  not  accept  nomination  or  take  office  if  elected:  provided  that,  if  the  election  at  which  such 
Individual  is  supported  as  a candidate  is  to  take  place  within  five  davs  after  the  person's  learning  of  the 
above-specified  activities,  the  individual  shall  file  the  statement  disavowing  the  candidacy  within  one 
day:  or 


(c)  Announces  or  files  a declaration  of  candidacy  for  office. 

(3)  "Cash",  currency,  coin.  United  States  postage  stamps,  or  any  negotiable  instrument  which  can  be 
transferred  from  one  person  to  another  person  without  the  signature  or  endorsement  of  the  transferor. 

(4) _  "Committee",  a person  or  any  combination  of  persons,  who  accepts  contributions  or  makes 
expenditures  for  the  primary  or  incidental  purpose  of  influencing  or  attempting  to  influence  the  action 
of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or  more  candidates  or  the 
qualification,  passage  or  defeat  of  any  ballot  measure  or  for  the  purpose  of  paving  a previously 
incurred  campaign  debt  or  obligation  of  a candidate  or  the  debts  or  obligations  of  a committee  or  for 
the  purpose  of  contributing  funds  to  another  committee. 

(5)  "Committee",  does  not  include: 

(a)  A person  or  combination  of  persons,  if  neither  the  aggregate  of  expenditures  made  nor  the 
aggregate  of  contributions  received  during  a calendar  year  exceeds  five  hundred  dollars  and  if  no 
single  contributor  has  contributed  more  than  two  hundred  fifty  dollars  of  such  aggregate  contributions: 

(b)  An  individual,  other  than  a candidate,  who  accepts  no  contributions  and  who  deals  only  with  the 
individual's  own  funds  or  property: 

(c)  A corporation,  cooperative  association,  partnership,  proprietorship,  or  joint  venture  organized  or 
operated  for  a primary  or  principal  purpose  other  than  that  of  influencing  or  attempting  to  influence 
the  action  of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or  more  candidates 
or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  and  it  accepts  no  contributions,  and  all 
expenditures  it  makes  are  from  its  own  funds  or  property  obtained  in  the  usual  course  of  business  or  in 
any  commercial  or  other  transaction  and  which  are  not  contributions  as  defined  by  subdivision  (73  of 
this  section; 

(d)  A labor  organization  organized  or  operated  for  a primary  or  principal  purpose  other  than  that  of 
influencing  or  attempting  to  influence  the  action  of  voters  for  or  against  the  nomination  or  election  to 
public  office  of  one  or  more  candidates,  or  the  qualification,  passage,  or  defeat  of  any  ballot  measure, 
and  it  accepts  no  contributions,  and  expenditures  made  by  the  organization  are  from  its  own  funds  or 
property  received  from  membership  dues  or  membership  fees  which  were  given  or  solicited  for  the 
purpose  of  supporting  the  normal  and  usual  activities  and  functions  of  the  organization  and  which  are 
not  contributions  as  defined  by  subdivision  (7)  of  this  section; 

(e)  A person  who  acts  as  an  authorized  agent  for  a committee  in  soliciting  or  receiving  contributions  or 
in  making  expenditures  or  incurring  indebtedness  on  behalf  of  the  committee  if  such  person  renders  to 
the  committee  treasurer  or  deputy  treasurer  or  candidate,  if  applicable,  an  accurate  account  of  each 
receipt  or  other  transaction  in  the  detail  required  by  the  treasurer  to  comply  with  all  record-keeping 
and  reporting  requirements:  or 

(f)  Any  department,  agency,  board,  institution  or  other  entity  of  the  state  or  any  of  its  subdivisions  or 
any  officer  or  employee  thereof,  acting  in  the  person's  official  capacity. 


(6)  The  term  "committee"  includes,  but  is  not  limited  to,  each  of  the  following  committees:  campaign 
committee,  candidate  committee,  continuing  committee  and  political  party  committee; 


I v 0 V x / 

(a)  "Campaign  committee",  a committee,  other  than  a candidate  committee,  which  shaltbe  formedbv 
an  individual  or  group  of  individuals  to  receive  contributions  or  make  expenditures  and  whose  sole 
purpose  is  to  support  or  oppose  the  qualification  and  passage  of  one  or  more  particular  ballot  measures 
PI  an  election  or  the  retention  of  judges  under  the  nonpartisan  court  plan,  such  committee  shall  be 
formed  no  later  than  thirty  days  prior  to  the  election  for  which  the  committee  receives  contributions  or 
makes  expenditures,  and  which  shall  terminate  the  later  of  either  thirty  davs  after  the  general  election 
or  upon  the  satisfaction  of  all  committee  debt  after  the  general  election,  except  that  no  committee 

jgtjring  debt  sha]1  engage  in  any  other  activities  in  support  of  a measure  for  which  the  committee  was 
formed; 

Oi) — Candidate  committee  , a committee  which  shall  be  formed  by  a candidate  to  receive  contributions 
or  make_expenditures  in  behalf  of  the  person's  candidacy  and  which  shall  continue  in  existence  for  use 
by  an  elected  candidate  or  which  shall  terminate  the  later  of  either  thirty  davs  after  the  general  election 
Lor  a candidate  who  was  not  elected  or  upon  the  satisfaction  of  all  committee  debt  after  the  election. 
except  that  no  committee  retiring  debt  shall  engage  in  any  other  activities  in  support  of  the  candidate 
for  which  the  committee  was  formed.  Any  candidate  for  elective  office  shall  have  only  one  candidate 
committee  for  the  elective  oifice  sought,  which  is  controlled  directly  by  the  candidate  for  the  purpose 
of  making_expenditures.  A candidate  committee  is  presumed  to  be  under  the  control  and  direction  of 
the  candidate  unless  the  candidate  files  an  affidavit  with  the  appropriate  officer  stating  that  the 
committee  is  acting  without  control  or  direction  on  the  candidate's  part: 

(gj  "Continuing  committee",  a committee  of  continuing  existence  which  is  not  formed,  controlled  or 
directed  by  a candidate,  and  is  a committee  other  than  a candidate  committee  or  campaign  committee. 
whose  primary  or  incidental  purpose  is  to  receive  contributions  or  make  expenditures  to  influence  or 
attempt  to  influence  the  action  of  voters  whether  or  not  a particular  candidate  or  candidates  or  a 
particular  ballot  measure  or  measures  to  be  supported  or  opposed  has  been  determined  at  the  time  the 
gpmmittee  is  required  to  file  any  statement  or  report  pursuant  to  the  provisions  of  this  Chapter- 
Continuing  committee"  includes,  but  is  not  limited  to.  any  committee  organized  or  sponsored  by  a 
business  entity,  a labor  organization,  a professional  association,  a trade  or  business  association,  a club 
or  other  organization  and  whose  primary  purpose  is  to  solicit,  accent  and  use  contributions  from  the 
rnembers,  employees  or  stockholders  of  such  entity  and  any  individual  or  group  of  individuals  who 
accept  and  use  contributions  to  influence  or  attempt  to  influence  the  action  of  voters.  Such  committee 
shall  be  formed  no  later  than  sixty  davs  prior  to  the  election  for  which  the  committee  receives 
contributions  or  makes  expenditures:  and 

(d)-lConnected  organization",  any  organization  such  as  a corporation,  a labor  organization,  a 
membership  organization,  a cooperative,  or  trade  or  professional  association  which  expends  funds  or 
provides  services  or  facilities  to  establish,  administer  or  maintain  a committee  or  to  solicit 
contributions  to  a committee  from  its  members,  officers,  directors,  employees  or  security  holders.  An 
organization  shall  be  deemed  to  be  the  connected  organization  if  more  than  fifty  percent  of  the  persons 
making  contributions  to  the  committee  during  the  current  calendar  year  are  members,  officers, 
directors,  employees  or  security  holders  of  such  organization  or  their  spouses. 

(7)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything  of  value 
for  the  purpose  of  supporting  or  opposing  the  nomination  or  election  of  any  candidate  for  public  office 
or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  or  for  the  support  of  any  committee 
supporting  or  opposing  candidates  or  ballot  measures  or  for  paving  debts  or  obligations  of  any 
candidate  or  committee  previously  incurred  for  the  above  purposes.  A contribution  of  anything  of 
value  shall  be  deemed  to  have  a money  value  equivalent  to  the  fair  market  value.  "Contribution" 
includes,  but  is  not  limited  to: 

(a)  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other  than  expense 
of  the  candidate’s  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to  the  filing  for  public 
office: 

(b)  Payment  by  any  person,  other  than  a candidate  or  committee,  to  compensate  another  person  for 
services  rendered  to  that  candidate  or  committee; 

(c)  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  advertising  space  in  a brochure, 
booklet,  program  or  pamphlet  of  a candidate  or  committee  and  the  sale  of  tickets  or  political 
merchandise; 

(d)  Receipts  from  fund-raising  events  including  testimonial  affairs; 

(e)  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other  obligation  by  a 
third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third  party  if  the  loan  or  debt  or  other 
obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  an  election  campaign  or 
used  or  intended  for  the  payment  of  such  debts  or  obligations  of  a candidate  or  committee  previously 
incurred,  or  which  was  made  or  received  by  a committee; 
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(f)  Funds  received  by  a committee  which  are  transferred  to  such  committee  from  another  committee  or 
other  source,  except  funds  received  by  a candidate  committee  as  a transfer  of  funds  from  another 
candidate  committee  controlled  by  the  same  candidate  but  such  transfer  shall  be  included  in  the 
disclosure  reports: 


(&)  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  committee  without 
charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes  which  is  made  available 
regularly  to  the  public,  including  other  candidates  or  committees,  on  an  equal  basis  for  similar 
purposes  on  the  same  conditions;  and 

(h)  The  direct  or  indirect  payment  by  any  person,  other  than  a connected  organization,  of  the  costs  of 
establishing,  administering,  or  maintaining  a committee,  including  legal,  accounting  and  computer 
services,  fund  raising  and  solicitation  of  contributions  for  a committee. 

(8)  "Contribution"  does  not  include: 


(a)  Ordinary  home  hospitality  or  services  provided  without  compensation  by  individuals  volunteering 
their  time  in  support  of  or  in  opposition  to  a candidate,  committee  or  ballot  measure,  nor  the  necessary 
and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the  performance  of  voluntary 
activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or  given: 

(b)  An  offer  or  tender  of  a contribution  which  is  expressly  and  unconditionally  rejected  and  returned  to 
the  donor  within  ten  business  days  after  receipt  or  transmitted  to  the  state  treasurer: 

(c)  Interest  earned  on  deposit  of  committee  funds:  or 

(d)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (41  of  subsection  5 
of  section  130.021,  RSMo,  as  amended  from  time  to  time,  for  establishing,  administering  or 
maintaining  a committee,  or  for  the  solicitation  of  contributions  to  a committee  which  solicitation  is 
solely  directed  or  related  to  the  members,  officers,  directors,  employees  or  security  holders  of  the 
connected  organization. 

(9)  "County",  any  one  of  the  several  counties  of  this  state  or  the  city  of  St.  Louis. 

(10)  "Disclosure  report",  an  itemized  report  of  receipts,  expenditures  and  incurred  indebtedness  which 
is  prepared  on  forms  approved  by  the  Missouri  ethics  commission  and  filed  at  the  times  and  places 
prescribed. 


(11)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual  to 
public  office,  to  retain  or  recall  an  elected  officeholder  or  to  submit  a ballot  measure  to  the  voters,  and 
any  caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at  which  that  party's 
candidate  or  candidates  for  public  office  are  officially  selected.  A primary  election  and  the  succeeding 
general  election  shall  be  considered  separate  elections. 

(12)  "Expenditure",  a payment,  advance,  conveyance,  deposit,  donation  or  contribution  of  money  or 
anything  of  value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election  of  any 
candidate  for  public  office  or  the  qualification  or  passage  of  any  ballot  measure  or  for  the  support  of 
any  committee  which  in  turn  supports  or  opposes  any  candidate  or  ballot  measure  or  for  the  purpose  of 
paving  a previously  incurred  campaign  debt  or  obligation  of  a candidate  or  the  debts  or  obligations  of 
a committee;  a payment,  or  an  agreement  or  promise  to  pay,  money  or  anything  of  value,  including  a 
candidate's  own  money  or  property,  for  the  purchase  of  goods,  services,  property,  facilities  or  anything 
of  value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election  of  any  candidate  for 
public  office  or  the  qualification  or  passage  of  any  ballot  measure  or  for  the  support  of  any  committee 
which  in  turn  supports  or  opposes  any  candidate  or  ballot  measure  or  for  the  purpose  of  paving  a 
previously  incurred  campaign  debt  or  obligation  of  a candidate  or  the  debts  or  obligations  of  a 
committee.  An  expenditure  of  anything  of  value  shall  be  deemed  to  have  a money  value  equivalent  to 
the  fair  market  value.  "Expenditure"  includes,  but  is  not  limited  to: 

(a)  Payment  by  anyone  other  than  a committee  for  services  of  another  person  rendered  to  such 
committee; 


(h)  The  purchase  of  tickets,  goods,  services  or  political  merchandise  in  connection  with  any 
testimonial  affair  or  fund-raising  event  of  or  for  candidates  or  committees,  or  the  purchase  of 
advertising  in  a brochure,  booklet,  program  or  pamphlet  of  a candidate  or  committee; 

(c)  The  transfer  of  funds  by  one  committee  to  another  committee;  and 


(d)  The  direct  or  indirect  payment  by  any  person,  other  than  a connected  organization  for  a committee. 
of  the  costs  of  establishing,  administering  or  maintaining  a committee,  including  legal,  accounting  and 
computer  services,  fund  raising  and  solicitation  of  contributions  for  a committee. 


(13)  "Expenditure"  does  not  include: 

(a)  Any  news  story,  commentary  or  editorial  which  is  broadcast  or  published  by  any  broadcasting 
station,  newspaper,  magazine  or  other  periodical  without  charge  to  the  candidate  or  to  any  person 
supporting  or  opposing  a candidate  or  ballot  measure: 

(b)  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor  organization, 
corporation,  association  or  other  entity  of  information  advocating  the  election  or  defeat  of  a candidate 
or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measures  to  its  directors,  officers, 
members,  employees  or  security  holders,  provided  that  the  cost  incurred  is  reported  pursuant  to 
subsection  2 of  section  1 30.05 1 . RSMo.  as  amended  from  time  to  time: 

(c)  Repayment  of  a loan,  but  such  repayment  shall  be  indicated  in  required  reports: 

(d)  1 he  rendering  of  voluntary  personal  services  by  an  individual  ol  the  sort  commonly  performed  by 
volunteer  campaign  workers  and  the  payment  by  such  individual  of  the  individual's  necessary  and 
ordinary  personal  expenses  incidental  to  such  volunteer  activity,  provided  no  compensation  is.  directly 
or  indirectly,  asked  or  given: 

(e)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (4)  of  subsection  5 
of  section  130.021,  RSMo,  as  amended  from  time  to  time,  for  establishing,  administering  or 
maintaining  a committee,  or  for  the  solicitation  of  contributions  to  a committee  which  solicitation  is 
solely  directed  or  related  to  the  members,  officers,  directors,  employees  or  security  holders  of  the 
connected  organization:  or 

(f)  The  use  of  a candidate's  own  money  or  property  for  expense  of  the  candidate's  personal  food, 
lodging,  travel,  and  payment  of  any  fee  necessary  to  the  filing  for  public  office,  if  such  expense  is  not 
reimbursed  to  the  candidate  from  any  source. 

(14)  "Exploratory  committees",  a committee  which  shall  be  formed  by  an  individual  to  receive 
contributions  and  make  expenditures  on  behalf  of  this  individual  in  determining  whether  or  not  the 
individual  seeks  elective  office.  Such  committee  shall  terminate  no  later  than  December  thirty-first  of 
the  year  prior  to  the  general  election  for  the  possible  office. 

(15)  "Fund-raising  event",  an  event  such  as  a dinner,  luncheon,  reception,  coffee,  testimonial,  rally, 
auction  or  similar  affair  through  which  contributions  are  solicited  or  received  by  such  means  as  the 
purchase  of  tickets,  payment  of  attendance  fees,  donations  for  prizes  or  through  the  purchase  of  goods, 
services  or  political  merchandise. 

(16)  "In-kind  contribution"  or  "in-kind  expenditure",  a contribution  or  expenditure  in  a form  other  than 


(17)  "Labor  organization",  any  organization  of  any  kind,  or  any  agency  or  employee  representation 
committee  or  plan,  in  which  employees  participate  and  which  exists  for  the  purpose,  in  whole  or  in 
part,  of  dealing  with  employers  concerning  grievances,  labor  disputes,  wages,  rates  of  pay,  hours  of 
employment,  or  conditions  of  work. 

( 1 8)  "Loan",  a transfer  of  money,  property  or  anything  of  ascertainable  monetary  value  in  exchange 
for  an  obligation,  conditional  or  not,  to  repay  in  whole  or  in  part  and  which  was  contracted,  used,  or 
intended  for  use  in  an  election  campaign,  or  which  was  made  or  received  by  a committee  or  which  was 
contracted,  used,  or  intended  to  pay  previously  incurred  campaign  debts  or  obligations  of  a candidate 
or  the  debts  or  obligations  of  a committee. 

(19)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  proprietorship, 
joint  venture,  any  department,  agency,  board,  institution  or  other  entity  of  the  state  or  any  of  its 
political  subdivisions,  union,  labor  organization,  trade  or  professional  or  business  association, 
association,  political  party  or  any  executive  committee  thereof,  or  any  other  club  or  organization 
however  constituted  or  any  officer  or  employee  of  such  entity  acting  in  the  person's  official  capacity. 

(20)  "Political  action  committee",  a committee  of  continuing  existence  which  is  not  formed,  controlled 
or  directed  by  a candidate,  and  is  a committee  other  than  a candidate  committee,  political  party 
committee,  campaign  committee,  exploratory  committee,  or  debt  service  committee,  whose  primary  or 
incidental  purpose  is  to  receive  contributions  or  make  expenditures  to  influence  or  attempt  to  influence 
the  action  of  voters  whether  or  not  a particular  candidate  or  candidates  or  a particular  ballot  measure  or 
measures  to  be  supported  or  opposed  has  been  determined  at  the  time  the  committee  is  required  to  file 
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any  statement  or  report  pursuant  to  the  provisions  of  this  chapter.  Such  a committee  includes,  but  is 
not  limited  to,  any  committee  organized  or  sponsored  by  a business  entity,  a labor  organization,  a 
professional  association,  a trade  or  business  association,  a club  or  other  organization  and  whose 
primary  purpose  is  to  solicit,  accept  and  use  contributions  from  the  members,  employees  or 
stockholders  of  such  entity  and  any  individual  or  group  of  individuals  who  accept  and  use 
contributions  to  influence  or  attempt  to  influence  the  action  of  voters.  Such  committee  shall  be  formed 
no  later  than  sixty  days  prior  to  the  election  for  which  the  committee  receives  contributions  or  makes 
expenditures. 

(21)  "Political  merchandise",  goods  such  as  bumper  stickers,  pins,  hats,  ties,  jewelry,  literature,  or 
other  items  sold  or  distributed  at  a fund-raising  event  or  to  the  general  public  for  publicity  or  for  the 
purpose  of  raising  funds  to  be  used  in  supporting  or  opposing  a candidate  for  nomination  or  election  or 
in  supporting  or  opposing  the  qualification,  passage  or  defeat  of  a ballot  measure. 

(22)  "Political  party",  a political  party  which  has  the  right  under  law  to  have  the  names  of  its 
candidates  listed  on  the  ballot  in  a general  election. 

(23)  "Political  party  committee",  a state,  district,  county,  city,  or  area  committee  of  a political  party,  as 
defined  in  section  1 15.603,  RSMo,  as  amended  from  time  to  time,  which  may  be  organized  as  a not- 
for-profit  corporation  under  Missouri  law,  and  which  committee  is  of  continuing  existence,  and  has  the 
primary  or  incidental  purpose  of  receiving  contributions  and  making  expenditures  to  influence  or 
attempt  to  influence  the  action  of  voters  on  behalf  of  the  political  party. 

(24)  "Public  office"  or  "office",  any  state,  judicial,  county,  municipal,  school  or  other  district,  ward, 
township,  or  other  political  subdivision  office  or  any  political  party  office  which  is  filled  by  a vote  of 
registered  voters. 

(25)  "Write-in  candidate",  an  individual  whose  name  is  not  printed  on  the  ballot  but  who  otherwise 
meets  the  definition  of  candidate  in  subdivision  (2)  of  this  section. 

8.  The  provisions  of  this  section  are  self-executing.  All  of  the  provisions  of  this  section  are  severable. 

If  any  provision  of  this  section  is  found  by  a court  of  competent  jurisdiction  to  be  unconstitutional  or 
unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be  and  remain  valid. 
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MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-007) 


Subject 

Initiative  petition  from  Todd  Jones  regarding  a proposed  constitutional  amendment  to 
Article  VIII.  (Received  December  2,  2014) 


Date 


December  22,  2014 

Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Marc  H.  Ellinger  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor’s  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources, 
but  should  significant  litigation  result,  may  seek  future  additional  appropriation. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
does  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

The  petition  to  amend  Article  VIII  of  the  Missouri  Constitution  to  restrict  excessive 
campaign  contributions  should  not  have  an  impact  on  the  institutional  population  because 
of  the  penalty  clauses.  The  penalties  listed  in  the  petition  are  a misdemeanor  C for  the 
second  violation  and  a class  D felony  for  three  or  more  violations.  Their  department 
would  not  supervise  the  misdemeanor  and  the  sentence  for  the  third  violation  would  be 
expected  to  be  probation  unless  the  amount  of  unauthorized  contributions  was  very  large. 
The  maximum  prison  sentence  for  a class  D felony  is  4 years. 

> Their  department  assumes  the  narrow  scope  of  the  crime  will  not  encompass  a large 
number  of  offenders. 

> The  low  felony  status  of  the  crime  enhances  the  possibility  of  plea-bargaining  or 
imposition  of  a probation  sentence. 


> The  probability  exists  that  offenders  would  be  charged  with  a similar,  but  more  serious 
offense  or  that  sentences  may  run  concurrent  to  one  another. 

> It  is  unknown  how  many,  if  any,  offenders  would  be  sentenced  under  this  new 
legislation.  Of  offenders  sentenced  for  a class  D felony,  approximately  70%  receive 
probation  and  30%  are  incarcerated.  The  FY  (fiscal  year)  14  average  cost  of  probation 
supervision  is  $6.72  per  offender  per  day  or  an  annual  cost  of  $2,453  per  offender.  The 
FY14  average  cost  of  incarceration  is  $16,725  per  day  per  offender  or  $6,105  annually 
per  offender.  Their  department  assumes  the  minimal  costs  as  an  average  of  the  two  rates, 
which  for  one  offender  is  in  the  range  of  $0  to  $3,549  (($2,453  x .70)  plus  ($6,105  x 
.30)).  Any  additional  offenders  would  incur  annual  costs  at  this  rate. 

In  summary,  supervision  by  their  department  would  likely  result  in  additional  costs  of 
probation  or  incarceration  for  each  additional  offender  sentenced  under  this  legislation. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  on 
their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  revenue,  but  the  proposal 
could  impact  total  state  revenues  depending  upon  the  disposition  of  any  fines  imposed. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 


odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  2013,  the  appropriation  had  historically  been  an 
estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed  the 
appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  the  proposed  amendment  does  not  appear 
to  affect  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  initiative  petition  would  have  no 
fiscal  impact  on  their  city. 

Officials  from  Metropolitan  Community  College  indicated  this  initiative  petition  would 
have  no  significant  impact  on  their  college. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  would  not 
have  a significant  fiscal  impact  on  their  university. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  total  costs  for  salaries, 
fringe  benefits,  equipment  and  expenses  will  be  $118,152  for  FY  2016,  $121,113  for  FY 
2017,  and  $122,339  for  FY  2018. 


The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 


The  petition  refers  to  both  continuing  committees  and  political  action  committees 
interchangeably.  Both  committees  have  the  same  definition  in  the  petition.  Senate  Bill 
844  had  changed  the  name  of  continuing  committee  to  political  action  committee,  but  the 
definition  remained  the  same.  After  SB844  was  struck  down  by  the  Missouri  Supreme 
Court,  the  committees  continued  as  continuing  committees.  For  example,  Subsection  3 
(12)  attempts  to  restrict  contributions  of  political  action  committees  (but  does  not 
mention  continuing  committees). 

In  addition  Subsection  3 (12)  contains  restriction  committee  to  committee  transfers 
challenged  as  unconstitutional  in  SB 844  due  to  the  restrictions  on  corporations  not 
included  in  the  designated  chapters.  The  State  did  not  dispute  that  constitutional  issue. 
Subsection  3(1 6)c  also  restricts  contributions  from  foreign  corporations. 

Sections  4(1)  and  5 reference  violations  of  Section  3 of  the  Article.  It  is  unclear  whether 
the  drafter  intended  to  reference  Section  23. 

Implementing  the  statutory  requirements  regarding  contributions  between  campaign 
finance  committees,  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new  statutory 
requirements;  examples  include  providing  education,  developing  informational 
materials,  telephone  and  email  assistance. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  transfer  of 
funds,  including  reviewing,  auditing,  and  perfonning  cross  checks,  as  established  in 
Section  105.955.14  (2),  (3),  RSMo.  Currently  about  11,000  campaign  finance  reports  are 
filed  annually  with  the  Commission  (quarterly  and  other  disclosure  reports)  from  2,200 
different  campaign  finance  committees. 

• Investigate  written  complaints  and  conduct  investigations,  as  established  in 
Section  105.955.14,  RSMo.  Investigative  work  requires  identifying  necessary 
documentation  and  records  to  request  and/or  subpoena,  identifying  witnesses  and 
interviewing  witnesses,  reviewing  all  relevant  documentation,  performing  complex  and 
detailed  analysis  of  data  and  infonnation  and  witness  interviews,  communicating  with 
Commission  management  and  legal  staff;  reviewing  Missouri  statutes  and  constitution; 
drafting  investigative  report;  presenting  report  to  Commission. 

• Perfonn  legal  actions  related  to  investigations  conducted  in  addition  to  conducting 
legal  proceedings  before  the  Commission  in  the  event  a violation  is  found.  Conducting 
legal  actions  during  the  investigation  and  hearing  stage  ensures  fairness  throughout 
Commission  proceedings.  Legal  actions  include  reviewing  all  complaints  received  for 
statutory  authority,  reviewing  case  correspondence  including  legal  memoranda  and 
responses  to  investigators;  providing  legal  oversight  for  all  investigations  (complaints  and 
other  investigations);  this  includes  communicating  with  and  reviewing  all  investigative 
work,  work  papers,  and  reports;  conducting  legal  analysis  of  alleged  statutory  violations; 


drafting  and  issuing  all  legal  documents  including  subpoenas,  affidavits,  pleadings,  legal 
petitions  for  a hearing  before  the  Commission,  attorney  correspondence,  correspondence 
and  communication  with/to  respondents,  joint  stipulations,  findings  of  facts  and 
conclusions  of  law,  and  Commission  orders;  preparation  of  hearing  exhibits;  interviews 
of  hearing  witnesses;  preparation  for  and  conducting  hearings;  oversight  and  review  of 
appeal  pleadings  in  the  event  of  an  appeal. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  infonnational  materials,  telephone 
and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits,  sending 
out  the  necessary  notices,  tracking  the  receipt  of  payments,  and  coordinating/conducting 
any  necessary  collection  efforts.  Prior  to  the  repeal  of  campaign  finance  limits  in  2007, 
the  Commission  assessed  limited,  if  any  surcharges,  related  to  the  previously  established 
limits,  due  to  resource  constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  perfonning  cross  checks  of  the 
reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo.  Prior  to  the 
campaign  finance  limit  repeal  in  2007,  the  Commission  performed  limited  if  any 
oversight  to  adherence  to  the  previously  established  limits,  due  to  resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

• $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

• 2 Business  Analysts  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review 
committee  reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of 
payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two  Business 
Analysts  assist  2,800  committees  in  filing  campaign  finance  reports,  prepare  and 
disseminate  15,000  notices,  and  review  1 1,000  campaign  finance  reports. 


• If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

Marc  H.  Ellinger  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


Proposed  Statement  of  Fiscal  Impact  for  Initiative  Petition 
for  a constitutional  amendment  related  to  Article  VIII, 

(2016-007) 


Telephone  No.:  (573)  634-2500 
Facsimile  No.:  (573)  634-3358 
E-mail:  mellin&er@bbdlc.com 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 

was  filed  by  Todd  Jones  on  December  2,  2014.  The  initiative  petition  has  been  labeled  by  the 

Secretary  of  State  as  2016-007.  This  initiative  petition  is  virtually  identical  to  the  initiative 

petition  filed  by  Mr.  Jones  in  the  2014  election  cycle  labeled  2014-032. 

In  2012,  the  State  Auditor’s  Office  issued  a Fiscal  Note  (11-35)  for  a similar  initiative 

petition.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the  Missouri  Ethics 

Commission  indicated  there  would  be  additional  costs  to  their  departments.  The  Auditor’s 

Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  11-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  and  millions  of  dollars  in  Missouri. 

Limiting  the  total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will 

raise,  and  therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.  Currently 

candidates  spend  millions  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in 

payroll  and  income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging 

and  food  at  local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies, 

and  they  purchase  of  printing,  supplies,  utilities,  and  more  in  Missouri.  Not  only  do  many  of 

these  expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect. 
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these  dollars  are  spent  and  re-spent  within  our  state  and  local  economies.  Limiting  campaign 
contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 

Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.1 * 3  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a 41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  spending  during  an  election  cycle,  which  is  enough  to  “modestly  boost  local  income 
growth.”  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a “multiplier  effect”  which  the  authors 
explain  as  follows: 

For  example,  if  a waitress  receives  a greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state’s  economy. 


1 See  Lessem,  Rebbeca  & Carly  Urban,  “ Local  Economic  Growth  from  Primary  Election  Spending,  ” Working 

Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 
The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a state.  “[W]hen  individuals  are  greeted  with  a political  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  from  individuals  in  other  states  that  allow 
this  to  occur).”  (emphasis  added). 

While  the  Lessem  & Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a local  print  shop,  hotel,  or 
restaurant  by  a presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a campaign  for  a Governor,  a State  Senator  or  State  Representative.  And  while 
increased  election  spending  has  a positive  effect  on  a state’s  economy,  drastically  reducing 
election  spending  will  have  a correlated  negative  effect  on  the  economy.  We  can  examine  data 
from  the  Missouri  Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
A Case  Study:  Nixon  2012 

In  2012,  Jay  Nixon  ran  a successful  re-election  campaign  for  Governor.  While  his 
campaign  spent  money  in  the  years  leading  up  to  2012,  we  have  limited  our  analysis  to  a single 
year.  First,  we  will  examine  contributions.  In  2012,  alone,  Nixon’s  candidate  committee 
received  donations  ranging  from  eleven  cents  to  $500,000.00.  More  than  40%  of  the 

contributions  to  Nixon’s  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 

$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  the  proposed  initiative,  candidate  committees  would  only  be  allowed  to  accept 
2,600  from  any  individual  or  entity.  In  2012,  Nixon’s  candidate  committee  received  a total  of 
$8,05 1 ,505.37  in  contributions.  If  you  limit  each  contributor  to  the  maximum  ($2,600.00)  under 
Section  23.3(l)(a),  IP,  and  eliminate  any  contributions  from  other  candidate  committees  pursuant 
to  23.3(4),  IP,  the  amount  of  contributions  is  significantly  less  — $2,207,976.00.  That  is  a 
decrease  in  contributions  of  more  than  $5.8  million  dollars.  Only  27.42%  of  Nixon’s 
contributions  in  2012  would  have  been  lawful  if  this  proposed  measure  were  in  place. 


Nixon  2012 


Total  Contributions  $8,051,505.37 

Contributions  from  Candidate  Committees  $42,650.00 

Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  IP  $2,207,976.00 

Total  spending  contributions  prohibited  under  IP $5,843,529.37 


Percent  of  lawful  contributions  of  total  contributions  27.42% 
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The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon’s  campaign  spent  more  than  $12  million 
dollars.2  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon  2012 

Payroll  & Field  Work 

Spending  (Dollars) 

$745,023.80 

Percentage  of 
Total 
Spending 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

Media 

$9,181,550.00 

75.10 

Other  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  State  income  tax.  The  amount  of  taxes  the  Nixon 
campaign  paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon 
campaign  paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  & St.  Louis 
presumably  collected  a 1%  earnings  tax  from  a portion  of  that  amount.  The  $750,000  paid  to 
employees  would  have  a significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of 
that  money  would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local 
governments.  If  all  of  the  people  who  normally  work  political  campaigns  no  longer  could  be 
employed  by  campaigns,  there  would  be  significant  belt  tightening  by  these  individuals  which 
would  result  in  additional  lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  “media.”  All  of  that  money  went  to  an 

out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 

2 Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  the  proposed  measure  would  have  reduced  Nixon’s  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon’s  spending  would  have  looked  like  with 
contribution  limits  in  place. 


Nixon  2012 

Spending  (Dollars) 

Projected  Spending 
with  Contr.  Limits 

Payroll  & Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

Media 

$9,181,550.00 

$2,517,581.01 

Other  Missouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  would  have  translated  into  a spending  decrease  of  $8.87  million 
dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you  assume  only  75%  of  the 
“media”  expenditures  affect  Missouri’s  economy,  approximately  70%  of  Nixon’s  total  campaign 
expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one  campaign  resulted  in 
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approximately  $8.5  million  dollars  of  expenditures  in  or  affecting  Missouri’s  economy.  This 
estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 


The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  approximately  $49.5  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a loss  of  almost  $36  million  dollars  due  to  the  initiative  petition. 


Statewide  2012 

Spending  (Dollars) 

Projected  Spending 
with  Contr.  Limits 

Lost  Dollars  due  to  IP 

Payroll  & Field  Work 

$3,016,429.52 

$827,104.98 

$2,189,324.55 

Missouri  Taxes 

$256,711.09 

$70,390.18 

$186,320.91 

Federal  Taxes 

$1,338,695.46 

$367,070,30 

$971,625.17 

Media 

Other  Missouri 

$37,173,978.19 

$10,193,104.82 

$26,980,873.37 

Expenditures 

$3,507,220.86 

$961,679.96 

$2,545,540.90 

Out  of  State  Expenditures 

$4,206,964.89 

$1,153,549.77 

$3,053,415.11 

$49,500,000.00 

$13,572,900.00 

$35,927,100.00 

The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $656,767.3 6. 

In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a local  fiscal  multiplier  of  5. 3 Assuming  35%  of  the  payroll  income  is  taxable 

3 A multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
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spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $186,000 
(2,189,324.55*5*.04225). 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a loss  of  $1,264,728.44 
(26,980,873.37  *.75  *.0625).  Also  assuming  that  half  of  the  media  spending  is  paid  out  to 
employees  in  salaries,  there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There 
would  be  approximately  $4,047,131.01  (26, 980, 873. 37*. 50*5*. 06)  in  lost  income  tax.  There 
would  be  a corresponding  loss  of  state  sales  tax  revenue  from  this  loss  of  salary  in  the  amount  of 
$997,449.16  (26, 980, 873. 37*. 50*5*. 035*. 04225).  Finally,  there  would  be  sales  tax  lost  on  the 
“other  Missouri  expenditures.”  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $268,872.76  of  sales  tax 
revenue.  The  total  loss  to  Missouri  state  government  (based  on  only  one  year  of  one  election 
cycle)  is  at  least  $7.39  million  dollars. 


2016-007  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 
Lost  State  Income  Tax  due  to  lost  media  payroll 

$656,767.36 

$4,047,131.01 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$161,873.18 

$997,449.16 

$268,872.76 

Lost  Corporate  Income  Tax  on  media  companies  income 

$1,264,728.44 

TOTAL 

$7,396,821.91 

Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  “Expenditure  Multiplier”  attached  as  Appendix  B. 
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The  Effect  on  Local  Government 


In  addition,  the  proposed  measure  would  have  a significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a 1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $14,228.42  and  $87,674.35  respectively.4  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $1.1  million.  The  total  loss  to  local  governments  as  a result  of  the 
proposed  measure  exceeds  $1.2  million. 


2016-007  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 
Lost  Earnings  Tax  due  to  lost  media  payroll 

$14,228.42 

$87,674.35 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$132,180.47 

$814,485.11 

$219,522.90 

TOTAL 

$1,268,091.25 

Senate  Bill  844 

In  2010,  the  Missouri  legislature  passed  Senate  Bill  844.  Legends  Bank  filed  a lawsuit 
asserting  three  arguments  (1)  SB  844  violated  the  single  subject  requirement  of  article  III, 
section  23  of  the  Missouri  Constitution,  (2)  SB  844  violated  the  original  purpose  requirement  of 
article  III,  section  21,  and  (3)  SB  844  violated  the  First  Amendment  because  it  bars  political 


4 In  201 1,  the  population  of  St.  Louis  and  Kansas  City  as  a percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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action  committees  from  receiving  money  from  Missouri  state-chartered  banks  but  allows 
political  action  committees  to  receive  money  from  other  entities  and  individuals.  Legends  Bank 
v.  State,  361  S.W.3d  383,  385-386  (Mo.  banc  2012).  The  trial  court  found  that  SB  844  violated 
the  single  subject  requirement  and  that  section  130.031.13  violated  the  First  Amendment.  Id.  at 
386.  The  Supreme  Court  did  not  reach  the  First  Amendment  issue  because  the  finding  that  SB 
844  violated  the  original  purpose  requirement  of  the  Missouri  Constitution  was  dispositive.  Id. 
at  387. 

The  proposed  initiative  petition  contains  a provision  identical  to  the  provision  that  was 
the  subject  of  the  First  Amendment  challenge  in  Senate  Bill  844  (IP,  Section  23.3(12)).  It  is 
highly  likely  this  proposed  measure  will  be  challenged  in  court  and  the  state  will  be  forced  to 
expend  significant  resources  in  defending  the  suit.  This  figure  should  be  added  to  the  one-time 
costs  for  the  state. 

There  is  no  evidence  of  any  type  or  manner  that  there  are  any  savings  or  cost  reductions 
to  the  state  or  local  governments.  Additionally,  there  is  no  evidence  that  there  can  be  any 
increased  revenues  to  the  state  or  any  local  government  as  a result  of  the  proposed  measure. 

Conclusion 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  both  the 

state  and  local  governments  in  Missouri.  In  just  one  year,  election  spending  amounted  to  almost 

$50  million  in  Missouri.  The  proposed  measure  would  drastically  reduce  election  spending. 

State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales  tax  revenue, 

not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the  multiplier 

effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these  significant 

losses  in  order  to  adequately  inform  potential  signors  and  voters.  The  use  of  the  phrase 
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“unknown”  suggests  an  ambiguity  regarding  costs  or  savings  - that  such  costs  or  savings  could 

be  positive  or  negative.  Since  there  is  no  evidence  to  support  (1)  any  reduction  in  costs  (2)  any 

savings,  or  (3)  any  increased  revenues,  such  ambiguity  camiot  be  included  in  the  fiscal  note 

summary.  We  submit  the  following  proposed  statement  of  fiscal  impact: 

Annual  state  government  revenue  will  decrease  by  at  least  $7.39  million  per  year. 

It  is  estimated  this  proposal  will  also  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $50,000.  Annual  local 
government  revenue  will  decrease  by  at  least  $1.2  million  per  year. 
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This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party’s  Presidential  primary  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
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Appendix  A 


1 Introduction 


Government  expenditures  have  been  found  to  increase  employment  and  income.1  How- 
ever, this  literature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  “How  does 
added  consumption  spending  affect  income?”  unanswered.2  This  paper  uses  a natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  variation  in  the  duration  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.3  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outlay  when  coming  out  to  witness  the  spectacle  of  a primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primary  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a nominee.4  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

xSee  for  example,  Wilson  (2011),  Shoag  (2010),  Serrato  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Ramey  (2011),  and  Ramey  (2011a). 

2To  a certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Mathesoa  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a stronger  identification  stratedy.  In  primary  elections,  there  is  ex-ante  uncertainty  as  to 
whether  or  not  a state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a primary  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

3Authors’  calculation  based  on  CRP  (2011). 

^We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primary  elections)  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primary  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogeneity  of  campaign  spending  and  economic  indica- 
tors. Next,  we  exploit  the  variation  in  whether  or  not  a state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a primary  in  a given  state  and 
quarter.5 

To  conduct  this  analysis,  we  create  a novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a state  held  a primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party’s  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  From  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a 41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primary  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.6  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a primary  results  in  a 35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

5The  idea  that  election  outcomes  could  affect  the  economy  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
affect  the  economy. 

6Data  on  campaign  expenditures  are  only  available  for  these  two  years. 


3 


We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholar's  and  policymakers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reich  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.7  Ask- 
ing a similar  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  jrear,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.8  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  generally  means 
following  the  primary  calendar.  Candidates  campaign  in  states  sequentially  and  tend  to 
not  visit  a state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a candidate  to  his  next  contest.9  In  addition,  can- 
didates also  have  a disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a different  set  of  sectors 
than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

7Chodorow-Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

8This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

flSee  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdle  (2001),  Callander 
(2007),  Strumpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  oil  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
party’s  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees.10 

Second,  while  we  establish  that  the  duration  of  a primary  and  the  time  in  which  states 
changed  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries,11  States 
early  in  the  primary  process  are  presumed  to  have  a disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Sehiff 
(2010)  find  that  early  contests  had  a 20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004. 12  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices.13 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 

10See  Section  6 for  more  on  federal  funding  percentages. 

uStates  have  a demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  by  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates’ 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  R.NC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a primary 
contest  too  early  can  be  costly,  yet  states  are  still  attempting  to  change  then  primary  dates. 

12Taylor  (2010)  uses  state  procurement  data  from  1984  to'  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Sehiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

13See  Morton  and  Williams  (2001),  Callander  (2007),  Serra  (2011),  and  Ali  and  ICartik  (2006). 
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nomination  contest.14 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2 describes  the  construction 
of  the  dataset.  Section  3 provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4 explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6 provides  concluding  remarks. 

2 Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Analysis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3 sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  variable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1  Primary  Information 

We  hand-collect  a thorough  database  of  the  dates  of  each  primary  or  caucus  in  each 

state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 

(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 

and  ending  in  2008.15  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 

as  well  as  Frontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 

when  the  two  are  not  consistent.  When  a state’s  delegates  are  determined  by  only  state 

party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters),  we  count  this  as 

I4A  parallel  literature  looks  at  the  effects  of  the  primary  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Geer  1988;  Norrander  1989).  Malhotra  and  Snowberg  (2011)  study  the  effects  of  early  contests 
more  broadty,  including  candidates’  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

16This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a national  convention. 
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a case  where  the  state  did  not  have  a “primary.”  In  cases  where  states  hold  a “beauty 
contest”  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a “primary,”  as  some  candidates  find 
it  important  to  win  a symbolic  victory  in  these  states  to  gain  momentum.16’17 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  year.  We  award  a candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1 contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primary,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  no 
primary.”18 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 

general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 

was  the  incumbent,  he  immediately  began  campaigning  for  the  general  election  because 

he  had  no  competition  in  the  primary.  During  this  same  time  period,  Democrats  were 

competing  for  their  party’s  nomination.  Likewise,  iu  2008  Senator  McCain  started  to 

campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 

Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 

are  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 

collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 

wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 

elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007). 19 

16States  holding  these  “beauty  contests”  usually  choose  their  candidate  based  on  conventions  and  state 
party  officials’  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a state  had  moved  up  in  the  primary  process  and  one  of  the  national  committees  considered  this 
unconstitutional  , i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

17The  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

18  All  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  primary  election.  For  example, 
President  Carter’s  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edward  Kennedy,  to  challenge  him  in  the  primary  contest. 

19See  Section  2.3  for  more  on  spending. 
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We  label  a state  as  a battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specifically,  pollster.com  and  David  Leip’s 
polling  report).  In  earlier  elections  when  polls  are  more  sparsely  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates’  end  vote  shares  were  within  10 
percentage  points  of  one  another.20  Finally,  a state  can  only  be  labeled  as  a battleground 
state  if  1)  the  election  cjule  has  started  and  2)  the  primary  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining).21 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  which  are  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectively 

The  BEA  data  is  divided  into  2 periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  largest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

20  A list  of  each  state  and  the  years  in  which  the  state  was  a battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

21  Conditional  on  hosting  a primary  in  a given  quarter,  the  probability  that  a given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  limitations.22 

2.3  Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission.23  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  b}'-  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate’s 
official  campaign,  i.e.  "Barack  Obama  for  President,  2008.”  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  Information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
“administrative  expenditures,”  which  includes  all  money  spent  on  the  offices  within  a state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

22We  attempted  to  aggregate  the  1990-2009  data  to  get  a total  measure  of  income  in  the  services 
sector.  Since  the  years  1990-2001  are  included  in  both  datasets,  we  can  compare  to  see  how  similar  the 
two  measures  are.  They  are  very  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analysis  as  the  1974-2001  services  data. 

23See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a state’s  local  economy  at  the  time  of  a primary,  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a good  proxy  for  the  candidate’s  travel 
and  the  campaign’s  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  likely  a lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a restaurant  in  the  evening, 
this  will  not  be  covered  as  a campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a million  and  19  million  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.24 

3 Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  timing  and  existence  of  a primary  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

24If  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  are  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1  Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this,  paper  comes  from  the  orthogonality  of  primary 
campaign  spending  in  a given  state  and  the  state’s  local  economy,  where  the  nature  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa’s  primary 
is  alwaj's  first  in  the  election  cycle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a primary  in  every  year  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  only  a few  months  (i.e.  in  2004 
when  Senatory  Kerry  ciinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1 shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularly  in  Republican 
primaries.  Alternatively,  Figure  2 plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.25  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  party’s  candidate. 

Figure  2 additionally  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy.26 
To  provide  a specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

25 Since  there  are  potentially  2 primaries  in  each  state  and  year-,  there  is  a duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

26When  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primary  status  by  states  between  the  2004  and  2008  elections.  Figure 
4 shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2 election  cjmles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primary  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a state’s  primary  moves  to  a day  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earlier  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.27  The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a timely  fashion,  making  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state’s  economy  is  at  its  worst.  In  addition,  the  state  and  national 
party  officials  must  approve  the  change  in  date  for  the  state’s  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

27Most  states  have  dates  like  the  following  from  Montana’s  Constitution:  13-1-107.  Times  for  holding 
primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a primary  election  shall  he  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  policy,  a state’s  change  in  ordering  is  seem- 
ingly uncorrelated  with  a change  in  economic  indicators.  To  demonstrate  this,  in  each 
year  we  split  the  states  into  two  groups:  those  who  changed  their  primary  date  from  the 
previous  election,  and  those  that  did  not.28  Figure  3 plots  the  average  GDP  growth  in 
both  groups  over  time.29  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  year.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.30  We  also  see  that  there  are  a large  number  of  states 
that  change  their  primary  dates  each  year,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  are  correlated  with  campaign  spending,  this  could  additionally  confound  our  effect. 
However,  the  ability  of  politicians  to  adjust  the  allocation  of  government  funds  quickly  ou 
a state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state’s  election.  This  makes  the  approach  taken  in  this  papei 
more  compelling  than  studies  that  focus  on  differences  in  policy  spending  over  time  as 
exogenous  variation. 

3.2  Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a primary  increases  local  income,  hor 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2 shows  the  distribution  of  spending  for  primaries  by  quarter, 

2SWe  label  a state  as  having  changed  their  primary  date  if  the  date  of  the  primary  made  a substantial 
change  (i.e.  more  than  2 weeks)  such  that  it  took  an  initiative  within  the  state’s  Board  of  Elections  and 
changed  the  ordering  of  the  primary  schedule. 

29 The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  years  of  each  state  (in  each 
group)  and  takes  the  average  of  those  observations  by  year. 

30A  t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
-without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primary  status  over 
the  years,  to  ensure  that  having  a primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4 shows  the  states  that  held  a primary  in  2008  and 
not  in  2004,  and  Figure  5 shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primary  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.31  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a primary  in 
that  year.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

31There  are  cases  where  state  boundaries  provide  a neighboring  state  with  additional  spending  when 
there  is  not  a primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York’s  early  primary 
on  a day  independent  of  all  other  primary  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purchasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primary,  it  did  this  on  a 
day  when  many  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a primary  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  account  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  “Super  Tuesday.”  We  control  for  whether  or  not  an  election  in 
a state  is  on  this  day  each  year.32  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party’s  nominee  has  been  determined 
and  the  other  has  not  could  falsely  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a state  is  a 
battleground  state  in  periods  after  one  party’s  candidate  has  been  chosen. 

The  first  column  in  Table  3 shows  that  the  existence  of  a primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  “Super  TYxesday”  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  “Super  Tuesday”  elections  make  it  hard  for  time-constrained 
politicians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmarked  for  the  general  election.34  In  addition,  competitive  states  are  always  labeled 
as  “battleground”  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 


election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 

than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 

(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

32Our  "Super  Tuesday”  control  is  defined  as  the  day  each  year  that  has  the  most  primary  elections  in 
a given  state.  The  list  of  states  with  primaries  on  “Super  Tuesday”  in  each  year  is  shown  m Appendix  : B. 
“Super  Tuesday”  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 

ail  election  on  the  given  date.  . , . 

33 We  could  include  a control  for  whether  or  not  a state  held  a competitive  pnmaiy.  Foi  example, 
President  Bush’s  home  state  of  Texas,  he  may  have  already  been  a favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 

towards  the  final  count  if  they  do  not  win  a majority  in  a given  state. 

34The  probability  of  being  in  a battleground  state  in  a given  quarter  conditional  on  having  a pnmaij 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a period  when  the  state  did  not  have  a primary.  Hosting  a primary  on  "Super 
Tuesday”  lowers  this  substantially,  as  does  being  in  a battleground  state. 

4 Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primary  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1  Existence  of  a Primary 

We  assume  that  a state’s  income  in  a given  quarter  depends  on  whether  or  not  there 
is  a primary  in  a given  time  period,  a set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pit  be  a dummy  variable  indicating  whether  or  not  there  is  a primary  in  state 
i at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s in  state  i at  time  (year) 
t as  yist,  state  fixed  effects  as  fiis,  time  fixed  effects  as  qsi,  control  variables  as  Xu,  and 
the  error  term  as  eist.  Then  we  can  write 

Vist  = Pos  + PlsPit  + P2  Aii  + P is  + 1st  + eist  (l) 

Taking  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out:35 

&Vist  — Pls^Pit  + @2 s^Xit  + £ist  , (2) 

where  eist  = Aeist. 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primary  dummy  variable 

35The  year  fixed  effects  do  not  drop  out  in  every  period.  Since  we  are  using  quarterly  data,  as  we  go 
from  the  4th  quarter  of  one  3'ear  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  year  fixed  effects. 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a state 
as  having  primary  spending  if  there  is  a primary  in  the  current  quarter  01  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a state. 

We  drop  states  that  have  primaries  in  every  election  year,  as  it  is  hard  to  argue  that 
the  existence  of  a primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
cycle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a given  season  may 
change  their  behavior  since  they  know  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainly  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a primary.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  he  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a primary  on  “Super  Tuesday”  and  whether 
or  not  the  state  was  a battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particularly  affected;  however,  this  measure  is  not  available 
for  the  earl}'  data,  so  we  instead  use  the  services  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primary  campaign  spending  will  direetlj1,  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  expenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4 show  that  primary  spending  increases  total  income 
growth  by  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8 in  Appendix  A is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a positive  effect  of  primary  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4 also  shows  that  having  a primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  da}',  as  shown  in  Table  3.  We  do  not  find  a statistically 
significant  effect  of  being  a battleground  state.  The  timing  is  set  such  that  states  count  as 
a battleground  starting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
part}'  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  variable  is  positive 
and  statistically  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  study  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  changes  the  identification  of  the  dummy  variable  foi  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  by  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  implies 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector.36 

4.2  Expenditures 

Next,  we  verify  the  results  in  the  previous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a state  as  e^,  and  y,-sj  is  defined  identical  to  Equation  (l).37 
Then 


Hist  = Pos  + Pls&it  + Pi  sXit  + Vis  + 7 St  + fist 


Talcing  differences,38 


Ay, st  = PisAeit  + Pzs^Xu  + e,-Si  (3) 

36Iu  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

37If  we  instead  use  per  capita  spending,  our  results  are  almost  synonymous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

3SThe  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  year.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 
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The  parameter  pls  tells  us  how  changes  in  spending  growth  affect  income  growth  in 
each  sector.  This  provides  a more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largely  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a state’s  economic 
growth,  as  even  if  a state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  in  each  year.  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  party  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example,  New  York  moved  its  pri- 
mary in  2008  to  an  election  day  with  other  states,  causing  a decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitors  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carolina),  which  have  primary 
elections  in  every  year.39 

We  use  quarterly  data  on  campaign  expenditures  in  a given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  fi\s.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a “Super  Tuesday.”40 
Table  6 reports  the  coefficient  and  standard  errors  for  f3xs  in  Equation  (3),  which  is 

39If  we  restrict  the  sample  further  to  include  only  the  states  that  change  primary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  onr  results  remain  substantively  similar, 
though  our  standard  errors  become  slightly  larger. 

40If  we  additionally  control  for  lagged  spending  growth  or  the  “Super  Tuesday”  dummy  variable,  pis 
is  not  statistically  different  from  the  specification  shown  in  Table  6. 


20 


the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a primary.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a primary  more  than  doubles  campaign  spending  in  a state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a 0.054  percentage  point  increase  in  a state’s  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a 0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8 in  Appendix  A, 
we  find  that  these  results  are  about  a 35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a primary  dummy  variable,  as  they  are  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices’  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likely  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  G,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a multiplier,  which 
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would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a multiplier 
effect  will  exist  if  service  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a waitress  receives  a greater  amount  of  tips  than  usual, 
she  maj''  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state’s  economy.  Calculating  this  multiplier 
would  provide  a comparison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a state’s  residents  in 
order  to  engage  in  campaign  events.  For  simplicity,  we  will  refer  to  these  additional 
expenses  as  "'media  spending”  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,41 
■which  implies  that  our  estimate  of  fiis  will  not  be  biased,  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multiplier.  This  argument  implies  that  multipliers  would  be 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  varying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  /?as  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within,  ranges  of  media  spending 

41We  think  this  is  a valid  assumption  since  a race  with  greater  primary  spending  may  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering’  each  given  state. 
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between  50%  and  100%  of  total  campaign  spending  (between  2 and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5 Where  is  the  Money  Coming  from? 

A discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differs  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAG)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibilhy  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals’  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  -'individ- 
ual” funds,  which  are  less  frequently  utilized  in  primary  races,  is  a candidate’s  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a race 
and  are  a direct  transfer  to  individuals  in  the  service  sector  of  states  with  a high  degree 


23 


of  campaigning. 

Second,  partial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.42  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps.43  Again, 
these  funds  diifer  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  area,  but  instead  are  entrusted  to  viable  Presidential  candidates 
■with  intentions  of  getting  out  their  messages  to  help  voters  make  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PAGs.  While  PAG  contributions  have  increased 
significantly  since  1976  (FEC  2010), 44  candidates  still  receive  most  of  their  money  during 
the  primary  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a total  of  $534  million  from  individuals,  $63  million  from  PACs,  and  $21 
million  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PAGs,  and  $27  from  federal  funds.45 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6-7  for  2004  and  2008,  respectively. 
We  construct  a measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex-, 
penses  (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a given  state  by  that  state’s  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 

coming  from  out  of  state  than  being  spent  in  state. 

42 Variation  in  total  federal  funding  will  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 

43See  wwu.fec.gov  for  more  on  these  rules. 

44  Also,  seethe  CRP  http://www.opensecrets.org/pres08/totals.php7cy  cl  e=2008  for  more  trends 
on  giving  and  expenditures. 

43  Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates  primary 
fundraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arkansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7 shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.46 

6 Conclusion 

This  paper  takes  a traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shock  to  previous^  unstudied  sectors  of  a state  s economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policy, 
as  candidate’s  attempt  to  appease  early  state’s  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a primary  race  that  occurs  independently  of  other 
states,  making  a Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 
48Again,  we  do  not  look  at  small  donations  or  witkin-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  np 
in  the  ordering,  though  to  do  so  strategically. 

Additionally,  this  paper  provides  a new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a link  between  government  spending  and  increases  in  employment, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states’  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  are  greeted  with  a political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur) . A 
federal  re-ordering  of  the  primary  calendar-  may  best  be  structured  to  help  states  with 
struggling  service  sectors. 

As  policjunakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figure  1:  Number  of  primaries  over  time 
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GDP  per  capita 


Figure  2:  Primary  Length  and  GDP 
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Figure  3:  States  that  switch  primary  dates  and  GDP 
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Figure  4:  Primary  Status  Between  2004  and  2008 
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Figure  5:  Changes  in  Expenditures  from  2004-2008 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  party 


Republicans  Democrats, 


Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8 June 

Gerald  Ford 

8 June 

Jimmy  Carter 

1980 

1 May 

Ronald  Reagan 

4 June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5 June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7 June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2 June 

Bill  Clinton 

1996 

5 March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9 March 

George  W.  Bush 

9 March 

A1  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4 March 

John  McCain 

3 June 

Barack  Obama 

Notes:  President  Carter  had  a very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2: 

Spending  by  Primary  Existence 

Primary  Status 

Total  Spending 

Campaign  Spending 

Primary  in  current  quarter 

Average 

1,507,529 

703,237 

Median 

423,584 

222,641 

25th  Percentile 

86,755 

55,653 

75th  Percentile 

1,487,526 

721,901 

Observations 

89 

89 

Primary  in  next  quarter 

Average 

1,733,553 

638,328 

Median 

276,206 

138,157 

25th  Percentile 

33,115 

27,522 

75th  Percentile 

1,336,009 

679,948 

Observations 

89 

89 

No  primary 

Average 

861,762 

372,993 

Median 

99,962 

35,286 

25th  Percentile 

16,191 

4,207 

75th  Percentile 

533,750 

255,636 

Observations 

624 

624 

Total  Spending  includes  all  money  spent  by  campaigns  (in  $s). 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 
Compares  quarter/states  with  and  without  primary  elections 
in  2003-2004,  2007-2008. 


35 


Table  3:  Primary  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable— Spending  Growth 

(1) 

(2) 

Primary 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primary  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*** 

-1.688*** 

(0.222) 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign 


in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent  Variable= 

Per  Capita  Income  Growth 

(1) 

Income 

1974-2009 

(2) 

Services 

1974-2001 

(3) 

Accommodations 

1990-2009 

(4) 

Retail  Trade 
1974-2009 

Primary 

0.00525*** 

(0.000678) 

0.00761*** 

(0.000958) 

0.00473** 

(0.00227) 

0.000798 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

(0.00188) 

-0.0140*** 

(0.00316) 

-0.0146*** 

(0.00486) 

-0.00746** 

(0.00294) 

Battleground  state 

0.000202 

(0.000576) 

-0.000194 

(0.000842) 

-0.00214* 

(0.00125) 

0.000474 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies.  State-quarter  observations. 

Drops  IA,  NH,  SC. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  — 

Per  Capita  Income  Growth 

(1) 

Income 

1974-2009 

(2) 

Services 

1974-2001 

(3) 

Accommodations 

1990-2009 

(4) 

Retail  Trade 
1974-2009 

Primary 

0.00528*** 

(0.000492) 

0.00764*** 

(0.000635) 

0.00497** 

(0.00215) 

0.000833 

(0.000679) 

Primary  on  Super  Tuesday 

-0.00401* 

(0.00210) 

-0.0137*** 

(0.00295) 

-0.0153*** 

(0.00400) 

-0.00771** 

(0.00303) 

Battleground  state 

0.000378 

(0.000509) 

-0.000154 

(0.000849) 

-0.00188* 

(0.00107) 

0.000531 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p<  0.05,  ***  p < 0.01 
Includes  quarter  dummies  and  state  fixed  effects.  State-quarter  observations. 

Drops  IA,  NH,  SC. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the  given  state 

and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per 

Capita  Income  Growth 

(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000541*** 

(0.000155) 

; 0.00134*** 

(0.000259) 

0.000606*** 

(0.000215) 

Battleground 

0.000768 

(0.00125) 

-0.00938*** 

(0.00187) 

-0.00333** 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

* p < 0.10,  **p<  0.05,  ***  p < 0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  IA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per 

Capita  Income  Growth 

(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000520*** 

(0.000134) 

' 0.00128*** 
(0.000267) 

0.000586*** 

(0.000207) 

Battleground 

0.000222 

(0.00120) 

-0.0125*** 

(0.00221) 

-0.00430** 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

* p < 0.10,  **  p<  0.05,  ***  p < 0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  IA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard 

deviation 

Minimum 

L 

Maximum 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummy 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

0 

Primary  dummy 

0.4156 

0.4930 

1 

Super  Tuesday  dummy 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  years 

0 

Battleground  dummy 

0.4950 

0.5006 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

* Includes  only  periods  with  primaries. 

**  Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 
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supplies,  staffer  travel.  Does  not  include  advertisements 


Table  10:  Variables  Measured 


Variable 

Measured 

Primary  Dummy 

Dummy  Variable  = 1 if  tliere  was  a primary  in  state  i in  quarter  t or  t + 1 
based  on  state  primary  dates  and  clinch  dates 

Battleground  States 

Dummy  Variable=l  if  state  i was  competitive  in  election,  year,  and  primary 
nomination  clinched  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  i had  primary  at  time  t and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 
Income  Growth 

loo  ( Incomei  'l  loe-  ( Inconle[-1  ^ 
J ^PopuIationty  ° Population^!  J 

Per  Capita  Services 
Income  Growth 

Same  as  income,  but  onfy  for  1974-2001 

Per  Capita  Accommodations 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

Iop(Spendmg4)  — log(Sp  ending^) 

Per  Capita  Spending  Growth 

loo  ( SPendillg:<  'l  low;  ( SPendinSi-l  \ 
Luy  y Population t ) & y Population£_1  ) 

41 


Appendix  B:  Election  Information 


Table  11:  Battleground  states  by  year 


Alabama 

1980,  1992,  1996 

Alaska 

1992 

Arizona 

1992,  1996,  2000,  2008 

Arkansas 

1980,  2000,  2004 

California 

1976,  1988 

Colorado 

1968,  1988,  1992,  1996,  2000,  2004,  2008 

Connecticut 

1980,  1992,  1996,  2008 

Delaware 

1976, 1980,  1992,  2004 

Florida 

1976,  1992,  1996,  2000,  2004,  2008 

Georgia 

1992,  1996,  2008 

Hawaii 

1976,  1980,  1988,  2004 

Illinois 

1976,  1980,  1988 

Indiana 

1976,  1992,  1996,  2008 

Iowa 

1984,  1992,  2000,  2004,  2008 

Kansas 

1976,  1992 

Kentucky 

1976, 1980,  1992,  1996 

Louisiana 

1976, 1980,  1992,  2000 

Maine 

1980,  1992,  2000,  2004 

Maryland 

1976, 1980,  1984,  1988 

Massachusetts 

1980, 1984,  1988 

Michigan 

1976,  1980,  1988,  1992,  2000,  2004 

Minnesota 

1980, 1984,  1988,  2000,  2004 

Mississippi 

1976, 1980,  1992,  1996 

Missouri 

1968, 1976,  1980,  1988,  1996,  2000,  2004, 

2008 

Montana 

1980, 1988,  1992,  1996,  2008 

Nevada 

1976,  1992,  1996,  2000,  2004 

New  Hampshire 

1992,  1996,  2000,  2004,  2008 

New  Jersey 

1976, 1992,  2004 

New  Mexico 

1976,  1988,  1992,  1996,  2000,  2004 

New  York 

1976,  1980,  1984,  1988 

North  Carolina 

1980,  1992,  1996,  2008 

North  Dakota 

1976,  1996,  2008 

Ohio 

1968,  1976,  1992,  1996,  2000,  2004,  2008 

Oklahoma 

1976,  1992,  1996 

Oregon 

1968,  1976, 1980,  1988,  1992, 1996,  2000, 

2004 

Pennsylvania 

1968, 1976,  1980,  1984,  1988,  1992,  2000 

Rhode  Island 

1984 

South  Carolina 

1980, 1992,  1996,  2008 

South  Dakota 

1976,  1988,  1992,  1996,  2008 

Tennessee 

1980, 1992, 1996,  2000 

Texas 

1976,  1992,  1996 

Vermont 

1980,  1988,  2000 

Virginia 

1976,  1992, 1996,  2000,  2004,  2008 

Washington 

1976,  1988,  2000,  2004 

West  Virginia 

1980, 1988,  2000 

Wisconsin 

1968, 1972, 1976,  1980,  1984, 1988, 1992, 

2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama 

1980,  1984,  1988,  2008 

Alaska 

1980,  2008 

Arizona 

2008 

Arkansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980, 1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000,  2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988, 1996,  2000,  2004 

Massachusetts 

1984,  1988, 1996,  2000,  2004,  2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988,  1992,  1996,  2000,  2008 

Montana 

2008 

Nevada 

1976,  1984,  1988 

New  Jersey 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  Carolina 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000,  2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988,  1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980,  1984,  1988,  2004 

West  Virginia 

2007 
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Appendix  G:  Robustness 


Table  13:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000542*** 

(0.000155) 

0.00134*** 

(0.000259) 

0.000607*** 

(0.000215) 

Battleground  State 

0.000769 

(0.00125) 

-0.00938*** 

(0.00187) 

-0.00333** 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

* p<  0.10,  **  ; 

p < 0.05,  ***  p < 0.01 

Includes  quarter  dummies.  State-quarter  observations. 
Drops  IA,  NH,  SC. 


Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent  Variable= 

Per  Capita 

Income  Growth 

(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000521*** 

(0.000134) 

0.00128*** 

(0.000267) 

0.000587*** 

(0.000207) 

Battleground 

0.000223 

(0.00120) 

-0.0125*** 

(0.00221) 

-0.00430** 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  IA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Primary 

0.00734*** 

(0.00162) 

0.0131*** 

(0.00273) 

0.00680*** 

(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 

(0.00301) 

-0.00935** 

(0.00443) 

-0.00731* 

(0.00438) 

Battleground  State 

-0.000263 

(0.00123) 

-0.0114*** 

(0.00188) 

-0.00411*** 

(0.00147) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses 
Includes  quarter  dummies 
* p < 0.10,  **p<  0.05,  ***  p < 0.01 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23:  EXPENDITURE  MULTIPLIER 


http://instract.uwo.ca/economics/020-571/macro/Review-Chapter_23.htm 


CHAPTER  23:  EXPENDITURE  MULTIPLIER 

Consumption  and  Savings  Function: 

n Consumption  is  primarily  a function  of  Yd  (disposable  income)  or  “after-tax”  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 
n if  plot  Consumption  as  a function  of  Yd  it  will  have  a positive  vertical  intercept  (‘autonomous 
consumption’)  and  a positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MPC).  Therefore,  0<MPC<1 

n if  plot  the  consumption  function  versus  a 45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x = y)  then 
where  Consumption  intersects  the  45  degree  line  is  referred  to  as  “breakeven  level  of  Yd  . 
n at  Yd  < Yd  breakeven,  then  C > Yd  (the  individual  is  ‘dissaving’  as  savings  <0) 
n at  Yd  > Yd  breakeven,  then  C < Yd  and  the  individual  is  “saving”.  Savings  >0. . 
n the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C — a + b (Y  - T)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S = - a + (l-b)(Y-T)  where  (1-b)  = MPS  (marginal  propensity  to  save) 

Note:  MPC  + MPS  = 1 

n Mathematical  example: 

if  C = 1000  + 0.80  (Y  -T)  then  the  implied  savings  function  is: 

S = -1000+  0.20  (Y- 1) 

where  MPC  = 0.80  and  MPS  = 0.20.  See  the  graphs  pg.  529 
Effects  of  other  variables  on  Consumption  function: 

n if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
■function  shifts  upwards  and  the  implied  savings  function  shifts  downwards  (see  pg.  531) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n depends  on  interest  rate,  expected  future  profits.  Not  related  to  current  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  function  hi  diagram  with  Investment  expenditures  on  the  veitical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  horizontal  at  lo.  That  is,  we  assume  that: 

I =lo. 


ii)  Government  expenditures: 

n changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a “fiscal  policy”  decision  of  the 
federal  government.  Therefore,  a change  in  G is  a policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  hi  a diagram,  G is  also  assumed  to  be  autonomous, 

G = G0. 


iii)  Exports: 

n exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X = X0. 


iv)  Imports: 

n depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  imported 


from  the  rest  of  the  world.  Therefore, 

Imports  (M)  - m Y where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  function  (AE1: 

n will  have  a positive  intercept  (see  graph  pg.  534) 
n the  slope  of  the  AE  function  is  given  by: 

n slope  of  AE  = MPC  (1-t)  - MPM  where  0<t<l 

and  t represents  the  tax  rate 

n Note  if  we  have  lump  sum  taxes,  T = To  ( a constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  = MPC  -MPM 

n Numerical  Example: 

If  MPC  = 0.80,  MPM  = 0. 10  and  t = 0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  = 0.80  (1  - 0.25)  - 0.10 
slope  ofAE  = 0.50 


Equilibrium  GDP  1Y): 

n when  AE  = Y (planned  spending  = production)  we  have  an  equilibrium 

n graphically  this  occurs  anywhere  along  the  45  degree  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  function  intersects 
the  45  degree  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 
n Suppose  you  are  given  the  following  equations: 

C = 1000+  0.80  (Y-T) 

I = 180 
G = 100 
X = 200 
M = 0.20  Y 
T = 100 

n To  find  equilibrium  GDP,  follow  these  steps: 

n Step  1:  Calculate  the  AE  equation  by  adding  C,  I G,  X and  M together  and  substitute  the  T value 
into  the  consumption  equation 

AE  = C + I + G + X-  M 

so  AE  = 1000  + 0,80(Y  -100)  + 180  + 100  + 200  - 0.20  Y 
or  AE  = 1400  + 0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  = Y 
so  1400  + 0.60  Y = Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y solved  for  is  then 
equilibrium  Y. 

n Step  3:  Solve  for  equilibrium  GDP 
0.40  Y = 1400 
so  Y = 3500 

The  Multiplier: 

n the  definition  of  the  multiplier  is:  multiplier  = change  in  equilibrium  Y 

change  in  autonomous  spending 

n the  formula  for  the  expenditure  multiplier  is:  multiplier  = 1 

1 - slope  of  AE  function 


Example:  Ifthe  MPC  = 0.80,  t=  0,  and MPM  = 0.05  then 
the  slope  of  the  AE  function  is  = 0.75  and  the  multiplier  is  = 4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a $4 
increase  in  equilibrium  GDP. 


n continuingthe  example  from  above  where  equilibrium  Y = 3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  full  employment  GDP  the  government  could  increase  its  spending  by 
200  (once  subject  to  the  multiplier,  the  overall  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equilibrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier: 

n if  the  government  has  a lump  sum  tax  (so  the  tax  rate,  t = 0),then  a $1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  result  is  that  when  taxes  (T)  change, 
equilibrium  GDP  changes  according  to  the  value  of  the  tax  multiplier, 
n definition  of  the  tax  multiplier:  tax  multiplier  = -MPC . 

1 - slope  of  the  AE  function 

Example: 

If  the  MPC  = 0.80,  t = 0 and  MPM  = 0,05  then  the  tax  multiplier  is: 
tax  multiplier  = -0.80 

1 - 0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  multiplier  is  always  a negative  number  because  from  the  definition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multiplier 
is  negative. 

n you  use  the  tax  multiplier  to  determine  the  required  change  in  taxes  to  bring  about  full  employment 
GDP.  Suppose  again  that  Y (eq’l)  = 3500  and  Y*  = 4300  and  the  tax  multiplier  is  -3.2 
then  from  the  definition  of  the  tax  multiplier: 

tax  multiplier  = change  in  equilibrium  GDP 
change  in  taxes  (lump  sum) 

so  if  the  tax  multiplier  is  -3.2  and  to  get  to  full  employment  GDP  we  want  the  change  in  equilibrium 
GDP  to  be  +$800,  then  the  change  in  taxes  should  be  = 800/-3.2  or  = -$250 
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The  Multiplier  and  the  Price  Level: 

n the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equilibrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve: 

n can  derive  the  AD  curve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself.  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545. 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 

chapter). 
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The  State  Auditor's  office  did  not  receive  a response  from  the  Missouri  House  of 
Representatives,  the  Department  of  Transportation,  the  Missouri  Senate,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State  Technical 
College  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000  annually 
and  have  an  unknown  change  in  costs  for  local  governmental  entities.  Any  potential  impact  to 
revenues  for  state  and  local  governmental  entities  is  unknown. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


Elections  Division 
(573)751  2301 


November  21, 2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Aundrea  Riffle  regarding  a proposed  statutory  amendment  to 

Chapter  195  (2016-006) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Aundrea  Riffle  on  November  21,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65 1 0 1 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter.  ^ 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  the  State  of  Missouri: 


'TO 


We,  the  undersigned,  registered  voters  of  the  State  of  Missouri  and County  (otiSj.  Louis  City) 

respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  voters  of  the  State  of  Missouri  for  their  approvaPer  rejection, 
at  the  general  election  to  be  held  on  the  8th  day  of  November  2016  and  each  for  himself  says:  1 have  personally  signed  this  petitiZSn; 

I am  a registered  voter  of  the  State  of  Missouri  and County  (or  St.  LouisrCity)  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  1 live  are  correctly  written  after  my  name. 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI  COUNTY  OF 


I 


a Missouri  registered  voter  and  a resident  of  the  State  of  Missouri,  being  first  duly  sworn  say 


NAME  (SIGN) 

DATE 

SIGNED 

REGISTERED  VOTING 
ADDRESS  (STREET,  CITY, 
VILLAGE) 

ZIP 

CODE 

CONGR 

DIST. 

NAME 

PRINT  TYPE) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

31. 

32. 

33. 

34. 

35. 
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36. 

37. 

38. 

39. 

40. 

41. 

42. 

43. 

44. 

45. 

46. 

47. 

48. 

49. 

50. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his/her  name  thereto  in  my  presence;  I believe  each  has  stated  his/her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  State  of  Missouri 
and  County  (or  St.  Louis  City). 


Signature  of  Affiant  (person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this day  of  A.D. 

Notary  Public  (seal) 

My  Commission  Expires: 


Signature  of  Notary 


Certified  Official  Ballot  Title:  "Repeal  without  probation  or  parole  sentence  for  non-violent  drug  offenders" 
Shall  Missouri  Law  be  amended  to  repeal  the  without  probation  or  parole  sentence  for  "non-violent  drug 
offenders",  and  to  provide  that  an  offender  with  one  previous  conviction  for  non-violent  drug  felony  unrelated  to  the 
present  offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  forty  percent  of  his  or  her  sentence;  an 
offender  with  two  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense,  the  minimum  prison 
term  which  the  offender  must  serve  shall  be  fifty  percent  of  his  or  her  sentence;  and  offenders  with  three  or  more  previous 
convictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense,  the  minimum  prison  term  which  the  offender 
must  serve  shall  be  seventy  percent  of  his  or  her  sentence  . 

The  net  fiscal  impact  to  the  State  or  local  governments  resulting  from  this  proposed  measure  would  reduce  the  financial 
burden  of  housing  non-violent  drug  offenders  in  costly  prisons  and  allow  for  other  forms  of  punishment  that  have  proven  to  be 
effective. 


\Cs~CXXo  faseNa 

Initiative  Petition 

Be  it  enacted  by  the  people  of  the  State  of  Missouri 

Section  195.295  of  the  Revised  Missouri  Statutes  shall  enact  in  lieu  thereof  new  paragraphs. 

The  existing  section  195.295  is  set  forth  hereinafter  with  the  new  paragraphs  underlined,  and  portions  to  be  deleted  enclosed  in  brackets: 


§ Section  195.295 

1.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  violation  of  subdivision  (1)  of  subsection  1 of 
section  195.223,  subdivision  (1)  of  subsection  2 of  section  195.223,  subdivision  (1)  of  subsection  3 of  section 

195.223,  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of  section  195.223, 
subdivision  (1)  of  subsection  6 195.223,  or  subdivision  (1)  of  subsection  7 of  section  195.223  shall  be  sentenced 
to  the  authorized  term  of  imprisonment  for  a class  A felony  if  the  court  finds  the  defendant  is  a prior  drug 
offender. 

2.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (1)  of  subsection  1 of 
section  195.223,  subdivision  (1)  of  subsection  2 of  section  195.223,  subdivision  (I)  of  subsection  3 of  section 

195.223,  subdivision  (1)  of  subsection  4 of  section  195.223,  subdivision  (1)  of  subsection  5 of  section  195.223, 
subdivision  (1)  of  subsection  6 of  section  195.223,  or  subdivision  (1)  of  subsection  7 of  section  195.223,  or 
subdivision  (1)  of  subsection  9 of  section  195.223  shall  be  sentenced  to  the  authorized  term  of  imprisonment  for 
a class  A felony,  [which  term  shall  be  without  probation  or  parole],  if  the  court  finds  the  defendant  is  a 
persistent  drug  offender. 

3.  Any  person  who  has  pleaded  guilty  to  or  been  found  guilty  of  a violation  of  subdivision  (2)  of  subsection  1 of 

section  195.223,  subdivision  (2)  of  subsection  (2)  of  section  195.223,  subdivision  (2)  of  subsection  3 of  section 

195.223,  subdivision  (2),  of  subsection  4 of  section  195.223,  subdivision  (2).  of  subsection  5 of  section  195.223, 
subdivision  (2)  of  subsection  6 of  section  195.223,  or  subdivision  (2)  of  subsection  7 of  section  195.223  or 
subsection  8 of  section  195.223,  or  subdivision  (2)  of  subsection  9 of  section  195.223  shall  be  sentenced  to  the 
authorized  term  of  imprisonment  for  a class  A felony,  [which  term  shall  be  served  without  probation  or  parole],  if 
the  court  finds  the  defendant  is  a prior  drug  offender. 


4.  The  provisions  of  subsections  1 to  3 of  this  section  shall  be  applicable  to  nonviolent  offender  serving  without  probation  or 
parole  sentences  for  drug  felonies.  For  the  purposes  of  this  section,  "previous  convictionls)’’  means  any  prior  pleading  to  or  being  found 
guilty  of  a drug  related  felony.  Other  provisions  of  the  law  to  the  contrary  notwithstanding,  any  offender  who  has  pleaded  guilty  to  or 
has  been  found  guilty  of  Class  A Drug  Trafficking  under  195.295  and  is  committed  to  the  department  of  corrections  shall  be  required  to 
serve  the  following  minimum  prison  terms: 

(1)  If  the  offender  has  one  previous  conviction  for  a non-violent  drug  felony  offense,  the  minimum  prison  term 
which  the  offender  must  serve  shall  be  forty  percent  of  his  or  her  sentence  or  until  the  offender  attains  seventy 
years  of  age  and  has  served  at  least  thirty  percent  of  the  sentence  imposed,  whichever  occurs  first: 

(21  If  the  offender  has  two  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present  offense,  the 
minimum  prison  term  which  the  offender  must  serve  shall  be  fifty  percent  of  his  or  her  sentence  or  until  the  offender 
attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the  sentence  imposed,  whichever  occurs  first; 

(31  If  the  offender  has  three  or  more  previous  convictions  for  non-violent  drug  felonies  unrelated  to  the  present 
offense,  the  minimum  prison  term  which  the  offender  must  serve  shall  be  seventy  percent  of  his  or  her  sentence  or 
until  the  offender  attains  seventy  years  of  age,  and  has  served  at  least  forty  percent  of  the  sentence  imposed, 
whichever  occurs  first. 

(41  This  new  enactment  shall  not  apply  to  any  offender  that  has  pleaded  guilty  to  or  has  been  convicted  of  a dangerous 
felony. 

5.  For  purposes  of  this  section,  the  term  "minimum  prison  term"  shall  mean  time  required  to  be  served  by  the  offender  before  he  or 
she  is  eligible  for  parole,  conditional  release  or  other  early  release  by  the  department  of  corrections. 

6.  ( I ) Courts  shall  retain  discretion  to  lower  a person  sentence  that  has  been  sentence  to  a without  probation  or  parole  sentence  and 
order  restorative  justice  methods,  when  applicable. 

(21  As  alternative  sentences,  the  Court  may  impose,  prison  work  programs,  work  release,  home-based  incarceration, 
treatment  programs  outside  of  prison,  probation  and  parole  options,  and  any  other  programs. 

(31  The  office  of  the  state  courts  administrator,  the  department  of  public  safety,  and  the  department  of  corrections  shall 
cooperate  with  the  circuit  courts  of  this  state  by  providing  information  or  access  to  information  needed  by  the  Court 
pertaining  to  an  offender. 

7.  If  the  imposition  or  execution  of  a sentence  is  suspended,  the  court  may  order  any  or  all  of  the  following  restorative  justice 
methods,  or  any  other  method  that  the  court  finds  just  or  appropriate: 
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(1)  Restitution  to  any  victim  or  a statutorily  created  fund  for  costs  incurred  as  a result  of  the  offender's  actions: 

(2)  Offender  treatment  programs: 

(31  Mandatory  community  service: 

(4)  Work  release  programs  in  local  facilities:  and 

(5)  Community-based  residential  and  nonresidential  programs. 

8.  The  provisions  of  this  section  shall  apply  only  to  offenses  occurring  on  or  after  August  3,  1993. 

9.  Pursuant  to  subdivision  (1)  of  subsection  7 of  this  section,  the  court  may  order  the  assessment  and  payment  of  a designated 
amount  of  restitution  to  a county  law  enforcement  restitution  fund  established  by  the  county  commission  pursuant  to  section  50.565.  Such 
contribution  shall  not  exceed  ten  thousand  dollars.  Any  restitution  moneys  deposited  into  the  county  law  enforcement  restitution  fund  pursuant 
to  this  section  shall  only  be  expended  pursuant  to  the  provisions  of  section  50.565. 

10.  A judge  may  order  payment  to  a restitution  fund  only  if  such  fund  had  been  created  by  ordinance  or  resolution  of  a county  of  the 
State  of  Missouri  prior  to  sentencing.  A judge  shall  not  have  any  direct  supervisory  authority  or  administrative  control  over  any  fund  to  which 
the  judge  is  ordering  a defendant  to  make  payment. 

11.  A defendant  who  fails  to  make  a payment  to  a county  law  enforcement  restitution  fund  may  not  have  his  or  her  parole  or 
probation  revoked  solely  for  failing  to  make  such  payment  unless  the  judge,  after  evidentiary  hearing,  makes  a finding  supported  by  a 
preponderance  of  the  evidence  that  the  defendant  either  willfully  refused  to  make  the  payment  or  that  the  defendant  willfully,  intentionally,  and 
purposefully  failed  to  makfe  sufficient  bona  fide  efforts  to  acquire  the  resources  to  pay. 

12.  Nothing  in  this  section  shall  be  construed  to  prevent  circuit  courts  of  the  state  from  entertaining  cases  that  are  no  longer  pending 
and  have  become  final. 

13.  All  state  laws  and  sentencing  practices,  which  are  inconsistent  with  the  subsection  (4)  of  section  195.295  shall  no  longer  be  in 
force  and  effect  insofar  as  they  are  inconsistent  with  this  section.  As  the  sole  purpose  of  the  enactment,  is  to.  “annul  and  repeal  without 
probation  or  parole  for  non-violent  drug  offenders.”  To  include  and  replace  any  prior  provisions,  language  and  terminology  of  section  195.295, 
and  become  consistent  with  repealing  without  probation  or  parole. 
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James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  14,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  C ity,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  3 (2016-005) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Bradley  Ketcher  on  November  14,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

BECfc!VED 

NOV  1 20V* 

state  auditors  office 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8'1'  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  thejcjjy,  town  or 


village  in  which  I live  are  correctly  written  after  my  name. 

(Official  Ballot  Title) 


TC« 


rn 


IP. 

F3 

CD 

cr> 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

l , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes)  (Citv,  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Typed) 

I. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4. 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

/ 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  hl* 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and 
County. 


FURTHERMORE  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of , A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3 new  sections  to  be  known  as  Article  III  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  T No  person  holding  any  lucrative  office  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  office  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as 
a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assembly  in 
which  the  member  or  employee  last  served.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to 
five  thousand  dollars  or  both. 


3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  consultant  to  a 
candidate  or  issue  campaign  or  solicit  prospective  employers  or  clients  as  a paid  employee  or 
consultant  to  a candidate  or  issue  campaign.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to 
five  thousand  dollars  or  both. 


Section  1 6(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or 
indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  in  excess  of  five, 
dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and 
staff  may  accept  informational  material  relevant  to  the  general  assembly’s  olficial  functions  and 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
Candidates  for  senator  or  representative  or  offices  within  the  senate  or  house,  including 
candidates  for  reelection,  may  accept  campaign  contributions  consistent  with  section  19(a)  of 
this  article.  Any  knowing  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

Section  19.  L Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  lor  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 
governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to,  all 
records,  in  whatever  form  or  format,  ol  the  olficial  acts  of  the  general  assembly,  ofthe  official 
acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembIy,_of 
individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  _alj 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities,  equipments) r 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian  of 
legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and  staff — I_he 
chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative 
records  relating  to  the  house  and  the  senate  respectively. 
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Section  19(a).  1.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 
candidate  for  state  senate,  state  representative  or  any  office  within  the  senate  or  house  made  by 
or  accepted  from  any  natural  person  or  independent  entity  other  than  the  candidate  in  any  one 
election  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator  or  an  office  within  the  senate,  two 
thousand  dollars; 

(b)  To  elect  an  individual  to  the  office  of  state  representative  or  an  office  within  the  house,  one 
thousand  dollars; 

(c)  These  contribution  limits  shall  be  recalculated  on  January  1 of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law,  for  all  years  since  January  1 , 201 7 and  rounding  to  the  nearest  twenty-five  dollars. 

2.  Unless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making,  accepting  or  retaining  a contribution  to  a candidate  for  state  senate,  state  representative 
or  an  office  within  the  senate  or  house  in  excess  of  those  allowed  in  subsection  1 shall  be  subject 
to: 

(a)  For  the  first  violation,  a civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making,  accepting 
or  retaining  an  illegal  contribution  shall  be  guilty  of  a crime  and  upon  conviction  be  punished  by 
a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both. 

3.  The  legislative  contribution  limits  in  subsection  1 shall  not  apply  to  a “truly  independent 
expenditure.”  As  used  in  this  section,  “truly  independent  expenditure”  means  one  or  more 
wholly  independent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a clearly 
identified  candidate  that  is  made  without  the  cooperation  or  consent  of,  communication, 
coordination  or  consultation  with,  or  the  request  or  suggestion  of  the  candidate,  the  candidate’s 
committee,  the  candidate’s  campaign,  the  candidate’s  agents,  consultants  or  advisors.  In  addition 
to  other  penalties  of  this  section,  any  person  or  entity  who  knowingly  violates  the  contribution 
limits  of  subsection  1 by  making,  accenting  or  facilitating  an  excessive  expenditure  that  does  not 
meet  the  requirements  for  a truly  independent  expenditure  shall  be  guilty  of  a crime  and  upon 
conviction  be  punished  by  a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine 
of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the  illegal  expenditure  or  both. 

4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or 
the  senate  to  discipline  its  own  members.  Nothing  in  this  section  shall  restrict  the  general 
assembly  or  the  People  from  passing  campaign  finance  requirements  that  are  more  restrictive 
than  those  in  this  section. 


Section  19(bk  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition, 
referendum  petition,  ballot  measure,  political  party  or  political  party  committee,  shall  occur  inor 
on  any  premises,  property  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  knowing  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to 
one  year  and  or  a fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contributions  or  both. 


Section  39.  The  general  assembly  shall  not  have  power: 

(1)  To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prospective,  of 
any  individual,  association,  municipal  or  other  corporation; 
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(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a contract  has  been  entered  into  and  performed  in  whole  or  in  part; 

(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipal 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 

(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Adjust  the  War  Debts  of  the  State,"  approved  March  19,  1 874,  or  any  act  of  a similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(f)  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  ol 
this  subdivision; 

(10)  To  impose  a use  or  sales  tax  upon  the  use,  purchase  or  acquisition  ot  property  paid  for  out  ol 
the  funds  of  any  county  or  other  political  subdivision!)]; 

(1  U To  prohibit  the  counting  of  a genuine  signature  of  a registered  voter  on  a petition  because  ol 
the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter,  and  no_such 
law  enacted  by  the  general  assembly  shall  be  valid. 
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MISSOURI  STATE  AUDITOR  S OFFICE 
FISCAF  NOTE  (16-005) 


Subject 

Initiative  petition  from  Brad  Ketcher  regarding  a proposed  constitutional  amendment  to 
Article  III.  (Received  November  14,  2014) 


Date 


December  3,  2014 

Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2016. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  State 
Technical  College  of  Missouri,  Metropolitan  Community  College,  University  of 
Missouri,  St.  Louis  Community  College,  and  the  Missouri  Ethics  Commission. 

Marc  Ellinger  provided  infonnation  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  this  initiative  petition 
would  not  have  a fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

Penalty  provisions  are  the  component  of  the  bill  to  have  potential  fiscal  impact  for  their 
department  due  to  potential  imprisonment.  Currently,  their  department  cannot  predict  the 
number  of  new  commitments  which  may  result  from  the  creation  of  the  offense(s) 
outlined  in  this  proposal.  An  increase  in  commitments  depends  on  the  utilization  by 
prosecutors  and  the  actual  sentences  imposed  by  the  court. 

If  additional  persons  are  sentenced  to  the  custody  of  their  department  due  to  the 
provisions  of  this  legislation,  their  department  will  incur  a corresponding  increase  of 
direct  offender  costs  either  through  incarceration  (FY13  average  of  $18,014  per  offender, 
per  day,  or  an  annual  cost  of  $6,575  per  imnate)  or  through  supervision  provided  by  the 
Board  of  Probation  and  Parole  (FY13  average  of  $5.07  per  offender,  per  day  or  an  annual 
cost  of  $ 1 ,85 1 per  offender.) 

In  summary,  supervision  by  their  department  through  probation  or  incarceration  would 
result  in  some  additional  costs,  but  it  is  assumed  the  impact  would  be  $0  or  a minimal 
amount  that  could  be  absorbed  within  existing  resources. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  for  their  department. 


Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  revenue,  but  the  proposal 
could  impact  total  state  revenues  depending  upon  the  disposition  of  any  fines  imposed. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a certain  amount  of  nonnal 
activity  resulting  from  each  year’s  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  Through  FY  (fiscal  year)  2013,  the  appropriation  had 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  In  FY  2015,  the  General  Assembly  changed 
the  appropriation  so  that  it  was  no  longer  an  estimated  appropriation  and  their  office  was 
appropriated  $1.19  million  to  publish  the  full  text  of  the  measures.  Due  to  this  reduced 
funding,  their  office  reduced  the  scope  of  the  publication  of  these  measures.  In  FY  2015, 
at  the  August  and  November  elections,  there  were  9 statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.1  million  to  publish  (an  average  of 
$122,000  per  issue).  Despite  the  FY  2015  reduction,  their  office  will  continue  to  assume, 
for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it 
needs  to  meet  the  publishing  requirements.  Because  these  requirements  are  mandatory, 
they  reserve  the  right  to  request  funding  to  meet  the  cost  of  their  publishing  requirements 
if  the  Governor  and  the  General  Assembly  again  change  the  amount  or  continue  to  not 
designate  it  as  an  estimated  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office. 

Officials  from  St.  Louis  County  indicated  no  fiscal  impact. 

Officials  from  the  City  of  Columbia  indicated  this  proposed  amendment  does  not  appear 
to  have  an  effect  on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  impact  on 
their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  there  is  no  fiscal  impact  to  their  city  with 
this  initiative. 

Officials  from  Cape  Girardeau  63  School  District  indicated  they  are  unaware  of  any 
cost  or  savings  due  to  this  petition. 

Officials  from  the  Metropolitan  Community  College  indicated  the  proposed 
constitutional  amendment  would  have  no  significant  fiscal  impact  on  their  organization. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  Missouri  Ethics  Commission  (MEC)  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $67,478  for  FY  2015,  $61,107  for  FY 
2016,  and  $61,734  for  FY  2017. 

Prohibiting  a member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a paid  political  consultant  for  another  individual  who  is  a candidate  or  holding 
the  office  of  a state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a political  consultant  from  the  entities  outlined  in  105.456, 
including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14(2),  (3),  RSMo. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 


increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Prohibiting  a member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 

lobbyist  for  a specified  period  of  time  after  leaving  office  would  require  the  following  of 

theMEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

• Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would 
entail  reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and 
comparing  them  to  those  members  of  the  general  assembly  who  have  left  office 
within  the  specified  period  of  time.  For  any  individual  submitting  a registration 
and  are  not  eligible  to  register  or  act  as  a lobbyist,  create  the  necessary 
correspondence  to  the  registrant  and  track  the  results  of  the  correspondence. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Implementing  prohibition  for  a member  of  general  assembly  to  accept  lobbyist/lobbyist 

principal  gifts  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

• Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This 
oversight,  it  is  assumed,  would  be  primarily  from  receiving  written  complaints,  as 
established  in  Section  105.955.14,  RSMo,  through  conducting  investigations  and 
the  related  legal  actions.  It  is  assumed  this  prohibition  would  result  in  a minimal 
number  of  complaints;  however,  if  this  assumption  is  incorrect  the  Commission 
would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

• Provide  infonnation  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  these  limits; 
examples  include  providing  education,  developing  infonnational  materials, 
telephone  and  email  assistance. 

• Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits, 
sending  out  the  necessary  notices,  tracking  the  receipt  of  payments,  and 
coordinating/conducting  any  necessary  collection  efforts.  Prior  to  the  repeal  of 
campaign  finance  limits  in  2007,  the  Commission  assessed  limited,  if  any 


surcharges,  related  to  the  previously  established  limits,  due  to  resource 
constraints. 

• Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  perfonning  cross  checks  of 
the  reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

• Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees’ 
adherence  to  the  specific  contribution  limits,  as  established  in  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1 ,000  campaign  finance  reports. 

•If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 


Marc  Ellinger  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


Proposed  Statement  of  Fiscal  Impact  for  Initiative  Petition 
for  a constitutional  amendment  related  to  Article  III, 

(2016-005) 


fare  H.  ElUngei\p40828 
398  East  High  Street,  Suite  301 
Jefferson  City,  MO  65101 
Telephone  No.:  (573)  634-2500 
Facsimile  No.:  (573)  634-3358 
E-mail:  mellinger@bbdlc.com 


I submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 

was  filed  by  Brad  Ketcher  on  November  14,  2014. 

In  2012,  the  State  Auditor’s  Office  issued  a Fiscal  Note  (11-35)  for  an  initiative  that 

limited  campaign  contributions.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the 

Missouri  Ethics  Commission  indicated  there  would  be  additional  costs  to  their  departments.  The 

Auditor’s  Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  11-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  of  dollars  in  Missouri.  Limiting  the 

total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will  raise,  and 

therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.  Currently  candidates 

spend  thousands  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in  payroll  and 

income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging  and  food  at 

local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies,  and  they 

purchase  printing,  supplies,  utilities,  and  more  in  Missouri.  Not  only  do  many  of  these 

expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect,  these 

dollars  are  spent  and  re-spent  within  our  state  and  local  economies.  Limiting  campaign 
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contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 

Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.1 * 3  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a 41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  in  spending  during  an  election  cycle,  which  is  enough  to  “modestly  boost  local  income 
growth.”  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a “multiplier  effect”  which  the  authors 
explain  as  follows: 

For  example,  if  a waitress  receives  a greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state’s  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 

1 See  Lessem,  Rebbeca  & Carly  Urban,  “Local  Economic  Growth  from  Primary  Election  Spending,  ” Working 

Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a state.  “[W]hen  individuals  are  greeted  with  a political  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  from  individuals  in  other  states  that  allow 
this  to  occur).”  (emphasis  added). 

While  the  Lessem  & Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a local  print  shop,  hotel,  or 
restaurant  by  a presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a campaign  for  state  senator  or  state  representative.  And  while  increased  election 
spending  has  a positive  effect  on  a state’s  economy,  drastically  reducing  election  spending  will 
have  a correlated  negative  effect  on  the  economy.  We  can  examine  data  from  the  Missouri 
Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 

2014-032’s  Effect  on  Nixon  2012 

In  order  to  understand  the  effect  of  2016-005,  we  can  examine  a previous  measure’s 
effect.  2014-032  would  limit  campaign  contributions  to  statewide  elected  officials,  state 
senators,  and  state  representatives  to  $2,600.  In  2012,  Jay  Nixon  ran  a successful  re-election 
campaign  for  Governor.  While  his  campaign  spent  money  in  the  years  leading  up  to  2012,  we 
have  limited  our  analysis  to  a single  year.  First,  we  will  examine  contributions.  In  2012,  alone, 
Nixon’s  candidate  committee  received  donations  ranging  from  eleven  cents  to  $500,000.00. 

More  than  40%  of  the  contributions  to  Nixon’s  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 

$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  2014-032  all  candidate  committees  would  be  limited  to  contributions  in  the 
amount  of  $2,600  or  less.  With  the  proposed  measure  (2016-005),  contributions  to  elect  an 
individual  to  state  senator  would  be  limited  to  $2,000  and  contributions  to  elect  an  individual  to 
state  representative  would  be  limited  to  $1000.  While  the  exact  contribution  limits  may  differ, 
the  analysis  related  to  2014-032  is  persuasive  for  this  proposed  measure  as  well. 

In  2012,  Nixon’s  candidate  committee  received  a total  of  $8,051,505.37  in  contributions. 
If  you  limit  each  contributor  to  a previously  suggested  maximum  ($2,600.00),  the  amount  of 
contributions  is  significantly  less  — $2,207,976.00.  That  is  a decrease  in  contributions  of  more 
than  $5.8  million  dollars.  Only  27.42%  of  Nixon’s  contributions  in  2012  would  have  been 
lawful  under  a proposed  cap  on  contributions  at  $2, 600. 00. 2 


Nixon  2012 


Total  Contributions  $8,051,505.37 

Contributions  from  Candidate  Committees  $42,650.00 

Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  2600  Cap  IP  $2,207,976.00 

Total  contributions  prohibited  under  2600  Cap  IP $5,843,529.37 


2 In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  a similar  percentage  (approximately  31%)  of 
his  total  contributions  would  have  been  lawful  under  the  new  $2,000  limit.  In  looking  at  the  2014  campaign  of  Jay 
Ashcroft,  only  13%  of  his  total  contributions  would  have  been  lawful  under  the  new  $2,000  limit;  and  only  43%  of 
the  contributions  to  his  opponent,  Jill  Schupp,  would  have  been  lawful. 
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Percent  of  lawful  contributions  of  total  contributions 27.42%  | 

The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 

the  Missouri  Ethics  Commission,  in  2012,  Nixon’s  campaign  spent  more  than  $12  million 

dollars.3  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon  2012 

Payroll  & Field  Work 

Spending  (Dollars) 

$745,023.80 

Percentage  of 
Total 
Spending 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

Media 

$9,181,550.00 

75.10 

Other  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  state  income  tax.  The  amount  of  taxes  the  Nixon  campaign 
paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon  campaign 
paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  & St.  Louis  presumably 
collected  a 1%  earnings  tax  from  a portion  of  that  amount.  The  $750,000  paid  to  employees 
would  have  a significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of  that  money 
would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local  governments.  If  all  of 
the  people  who  normally  work  political  campaigns  no  longer  could  be  employed  by  campaigns, 
there  would  be  significant  belt  tightening  by  these  individuals  which  would  result  in  additional 
lost  sales  tax  revenue. 


3 Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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Nixon  also  spent  more  than  $9  million  dollars  on  “media.”  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 
purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  a similar  proposed  measure  would  have  reduced  Nixon’s  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon’s  spending  would  have  looked  like  with  a 
$2,600  contribution  limit  in  place. 


Nixon  2012 

Spending  (Dollars) 

Projected  Spending 
with  Contr.  Limits 

Payroll  & Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

Media 

$9,181,550.00 

$2,517,581.01 

Other  Missouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  with  the  $2,600  cap  would  have  translated  into  a spending 
decrease  of  $8.87  million  dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you 
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assume  only  75%  of  the  “media”  expenditures  affect  Missouri’s  economy,  approximately  70%  of 
Nixon’s  total  campaign  expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one 
campaign  resulted  in  approximately  $8.5  million  dollars  of  expenditures  in  or  affecting 
Missouri’s  economy.  This  estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 

2016-005 

Although,  for  this  proposed  measure,  the  campaign  contribution  limits  would  not  apply  to 
statewide  elected  officials,  it  does  apply  to  state  senators  and  state  representatives.  In  addition, 
the  limits  are  lower  than  2014-032.  Under  2016-005,  the  amount  for  allowable  contributions  for 
state  representative  would  be  less  than  half  of  what  is  allowed  under  2014-032,  and  for  state 
senator,  almost  a quarter  less.  If  anything,  the  Nixon  analysis  overstates  the  amounts  that  would 
be  allowable  under  2016-005. 

The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  more  than  $20  million  dollars  in  2012. 

Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a loss  of  more  than  $14.5  million  dollars  due  to  the  initiative 
petition. 


Statewide  2012 


Payroll  & Field  Work 
Missouri  Taxes 
Federal  Taxes 
Media 

Other  Missouri 

Expenditures 

Out  of  State  Expenditures 


Spending  (Dollars) 
$1,218,000 
$104,000 
$540,000 
$15,020,000 

$1,418,000 

$1,700,000 


Projected  Spending 
with  Contr.  Limits 

$333,975.60 

$28,516.80 

$148,068.00 

$4,118,484.00 

$388,815.60 

$466,140.00 


Lost  Dollars  due  to  IP 

$884,042.40 

$75,483.20 

$391,932.00 

$10,901,516.00 

$1,029,184.40 

$1,233,860.00 
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Projected  Effects 20,000,000 5,484,000  $14,516,000 

The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 

income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $265,207.32. 

In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a local  fiscal  multiplier  of  5. 4 Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $65,000. 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a loss  of  approximately 
$5 1 1 ,000.  Also  assuming  that  half  of  the  media  spending  is  paid  out  to  employees  in  salaries, 
there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There  would  be  approximately 
$1,635,227.40  in  lost  income  tax.  There  would  be  a corresponding  loss  of  state  sales  tax  revenue 
from  this  loss  of  salary  in  the  amount  of  $337,048.48.  Finally,  there  would  be  sales  tax  lost  on 
the  “other  Missouri  expenditures.”  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $130,326.46  of  sales  tax 
revenue.  The  number  of  “other  Missouri  expenditures”  is  also  likely  to  be  greater  under  the 
2016-005  proposal  because  state  senators  and  state  representatives  are  not  as  likely  to  spend  as 


4 A multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  “Expenditure  Multiplier”  attached  as  Appendix  B. 
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much  money  out-of-state  as  are  statewide  candidates.5  The  total  loss  to  Missouri  state 
government  (based  on  only  one  year  of  one  election  cycle)  is  at  least  $3  million  dollars. 


2016-005  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 
Lost  State  Income  Tax  due  to  lost  media  payroll 

$265,207.32 

$1,635,227.40 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 
Lost  State  Sales  Tax  due  to  lost  media  payroll 
Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$65,362.55 

$403,015.42 

$130,326.46 

Lost  Corporate  Income  Tax  on  media  companies  income 

$511,008.56 

TOTAL 

$3,010,147.71 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a 1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $5,745.27  and  $35,424.48  respectively.6  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $450,000.  The  total  loss  to  local  governments  as  a result  of  the 
proposed  measure  exceeds  $500,000. 


2016-005  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 

$5,745.27 

5 In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  none  of  his  expenditures  were  out-of-state. 

6 In  20 1 1 , the  population  of  St.  Louis  and  Kansas  City  as  a percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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Lost  Earnings  Tax  due  to  lost  media  payroll 

$35,424.48 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$53,372.97 

$329,089.51 

$88,767.15 

TOTAL 

$512,399.38 

Limiting  Lobbying  Expenditures 

The  proposed  measure  also  significantly  restricts  lobbying  expenditures.  Restricting 
spending  by  Missouri  lobbyists  in  Missouri  would  also  affect  Missouri’s  economy.  Particularly, 
restricting  lobbyist  spending  would  have  a negative  economic  effect  on  the  City  of  Jefferson  and 
Cole  County,  where  lobbyists  spend  the  majority  of  their  time  from  January  to  May  of  each  year. 
The  Auditor  is  encouraged  to  contact  both  jurisdictions  to  clarify  and  quantify  that  impact. 

In  the  last  twenty-four  months,  lobbyist  gifts  totaled  $1,803, 482. 00. 7 That  number 
equates  to  more  than  $190,493  collected  in  state  sales  tax  and  more  than  $155,550  in  local  sales 
tax  that  would  be  lost  annually  as  a result  of  the  proposed  measure.8 
Fiscal  Note  Summary  for  2014-032 

The  Fiscal  Note  summary  for  2014-032,  a similar  measure,  was  as  follows: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000 
annually  and  have  an  unknown  change  in  costs  for  local  governmental  entities.  Any 
potential  impact  to  revenues  for  state  and  local  governmental  entities  is  unknown. 

We  urge  you  to  adopt  a different  fiscal  note.  First,  the  phrase  “unknown  change  in  costs”  is 

inaccurate  because  it  suggests  there  could  be  an  increase  or  decrease  in  costs.  Only  an  increase 

in  costs  is  a likely  outcome  and  therefore  the  phrase  should  read  “unknown  increase  in  costs.” 

7 See  http://www.lobbyingmissouri.org/. 

8 These  numbers  are  based  on  a state  sales  tax  rate  of  4.225,  a local  sales  tax  rate  of  3.45,  and  a multiplier  of  5. 
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Second,  while  the  exact  impact  on  state  and  local  government  entities  may  be  unknown,  two 
things  are  known:  the  impact  will  be  negative  and  the  impact  has  the  potential  to  be  significant. 
This  information  is  important  to  give  the  people  a fair  understanding  of  the  costs  of  the  proposed 
measure. 

Conclusion 

The  proposed  measure  would  have  a significant  negative  economic  impact  on  both  the 

state  and  local  governments  in  Missouri.9  In  just  one  year,  total  election  spending  amounted  to 

almost  $50  million  in  Missouri.  Election  spending  by  candidates  affected  by  this  measure  would 

amount  to  more  than  $20  million.  The  proposed  measure  would  drastically  reduce  election 

spending.  State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales 

tax  revenue,  not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the 

multiplier  effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these 

significant  losses  in  order  to  adequately  inform  potential  signors  and  voters.  We  submit  the 

following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000 
annually  and  have  an  unknown  increase  in  costs  for  local  government  entities.  The 
potential  negative  impact  to  revenues  for  state  and  local  governmental  entities  could  be 
significant,  but  is  unknown. 


9 To  the  extent  the  Auditor  finds  the  numbers  herein  “speculative,”  we  request  that  the  Auditor  specifically  request 
an  estimate  from  Office  of  Administration  (Budget  and  Planning)  on  the  negative  effects  of  campaign  contribution 
limitations. 
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Abstract 

This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party’s  Presidential  primary  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
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Introduction 


Government  expenditures  have  been  found  to  increase  employment  and  income.1  How- 
ever, this  literature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  “How  does 
added  consumption  spending  affect  income?”  unanswered.2  This  paper  uses  a natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  variation  in  the  duration  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.3  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outla3r  when  coming  out  to  witness  the  spectacle  of  a primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primary  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a nominee.4  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

1See  for  example,  Wilson  (2011),  Shoag  (2010),  Serrato  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Ramey  (2011),  and  Ramey  (2011a). 

2To  a certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matheson  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a stronger  identification  stratedy.  In  primary  elections,  there  is  ex-ante  uncertainty  as  to 
whether  or  not  a state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a primary  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

3Authors’  calculation  based  on  CRP  (2011). 

4We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primary  elections,  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primary  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogeneity  of  campaign  spending  and  economic  indica- 
tors. Next,  we  exploit  the  variation  in  whether  or  not  a state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a primary  in  a given  state  and 
quarter.5 

To  conduct  this  anafysis,  we  create  a novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a state  held  a primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party’s  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  From  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a 41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primary  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.6  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a primary  results  in  a 35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

*The  idea  that  election  outcomes  could  affect  the  economy  is  not  new.  Snowberg  et.  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
affect  the  economy. 

6Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholars  and  policymakers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reich  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.7  Ask- 
ing a similar  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  j'ear,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.8  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  generally  means 
following  the  primary  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a candidate  to  his  next  contest.0  In  addition,  can- 
didates also  have  a disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a different  set  of  sectors 
than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

7Chodorow-Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

8This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

aSee  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdle  (2001),  Callander 
(2007),  Strumpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  on  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
pair’s  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees.10 

Second,  while  we  establish  that  the  duration  of  a primary  and  the  time  in  which  states 
changed  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries.11  States 
early  in  the  primary  process  are  presumed  to  have  a disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a 20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004. 12  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices.13 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 

10See  Section  6 for  more  on  federal  funding  percentages. 

uStates  have  a demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  by  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  RNC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a primary 
contest  too  early  can  be  costly,  yet  states  are  still  attempting  to  change  their  primary  dates. 

12Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Schiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

13See  Morton  and  Williams  (2001),  Callander  (2007),  Serra  (2011),  and  Ali  and  ICartik  (2006). 
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nomination  contest.14 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2 describes  the  construction 
of  the  dataset.  Section  3 provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4-  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6 provides  concluding  remarks. 

2 Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Analysis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3 sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  variable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1  Primary  Information 

We  hand-collect  a thorough  database  of  the  dates  of  each  primary  or  caucus  in  each 

state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 

(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 

and  ending  in  2008.15  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 

as  well  as  Frontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 

when  the  two  are  not  consistent.  When  a state’s  delegates  are  determined  by  only  state 

party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters) , we  count  this  as 

14A  parallel  literature  looks  at  the  effects  of  the  primary  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Geer  1988;  Norrander  1989).  Malhotra  and  Snowberg  (2011)  study  the  effects  of  early  contests 
more  broadly,  including  candidates’  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

15This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a national  convention. 
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a case  where  the  state  did  not  have  a “primary.”  In  cases  where  states  hold  a “beauty 
contest”  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a “primary,”  as  some  candidates  find 
it  important  to  win  a symbolic  victory  in  these  states  to  gain  momentum. 18,17 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  year.  We  award  a candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1 contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primary,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  no 
primary.”18 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W . Bush 
was  the  Incumbent,  he  immediately  began  campaigning  for  the  general  election  because 
he  had  no  competition  in  the  primary.  During  this  same  time  period,  Democrats  were 
competing  for  their  party’s  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 
Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
are  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007). 19 

16States  holding  these  “beauty  contests”  usually  choose  their  candidate  based  on  conventions  and  state 
party  officials’  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a state  had  moved  up  in  the  primary  process  and  one  of  the  national  committees  considered  this 
unconstitutional  , i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

17The  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

18AU  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  primary  election.  For  example, 
President  Carter’s  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edward  Kennedy,  to  challenge  him  in  the  primary  contest. 

19See  Section  2.3  for  more  on  spending. 
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We  label  a state  as  a battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specifically,  pollster.com  and  David  Leip’s 
polling  report).  In  earlier  elections  when  polls  are  more  sparsely  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates’  end  vote  shares  were  within  10 
percentage  points  of  one  another.20  Finally,  a state  can  only  be  labeled  as  a battleground 
state  if  1)  the  election  cycle  has  started  and  2)  the  primary  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining).21 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  which  are  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectively. 

The  BEA  data  is  divided  into  2 periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  largest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

20A  list  of  each  state  and  the  years  in  which  the  state  was  a battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B . 

21  Conditional  on  hosting  a primary  in  a given  quarter,  the  probability  that  a given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 


for  each  period  due  to  these  data  limitations.22 

2.3  Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission.23  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  by  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate’s 
official  campaign,  i.e.  “Baraclc  Obama  for  President,  2008.”  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
“administrative  expenditures,”  which  includes  all  money  spent  on  the  offices  within  a state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

22We  attempted  to  aggregate  the  1990-2009  data  to  get  a total  measure  of  income  in  the  services 
sector.  Since  the  j'ears  1090-2001  are  included  in  both  datasets,  we  can  compare  to  see  how  similar  the 
two  measures  are.  Thejr  are  very  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analysis  as  the  1974-2001  services  data. 

23See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a state’s  local  economy  at  the  time  of  a primary,  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a good  proxy  for  the  candidate’s  travel 
and  the  campaign’s  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  likely  a lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a restaurant  in  the  evening, 
this  will  not  be  covered  as  a campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a million  and  19  million  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.24 


3 Descriptive  Statistics 


In  this  section,  we  first  argue  that  the  timing  and  existence  of  a primary  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

24If  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  are  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1  Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this,  paper  comes  from  the  orthogonality  of  primary 
campaign  spending  in  a given  state  and  the  state’s  local  economy,  where  the  nature  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa’s  primary 
is  always  first  in  the  election  cycle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a primary  in  every  j'ear  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  only  a few  months  (i.e.  in  2004 
when  Senatory  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1 shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularly  in  Republican 
primaries.  Alternatively,  Figure  2 plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.25  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  party’s  candidate. 

Figure  2 additionally  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy.26 
To  provide  a specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

2SSince  there  are  potentially  2 primaries  in  each  state  and  year,  there  is  a duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

26Wlien  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primary  status  by  states  between  the  2004  and  2008  elections.  Figure 
4 shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2 election  cycles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primary  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a state’s  primary  moves  to  a dajr  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earlier  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.27  The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a timely  fashion,  malting  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state’s  economy  is  at  its  worst.  In  addition,  the  state  and  national 
party  officials  must  approve  the  change  in  date  for  the  state’s  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

27Most  states  have  dates  like  the  following  from  Montana’s  Constitution:  13-1-107.  Times  for  holding 
primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a primary  election  shall  be  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  policy,  a state’s  change  in  ordering  is  seem- 
ingly uncorrelated  with  a change  in  economic  indicators.  To  demonstrate  this,  in  each 
year  we  split  the  states  into  two  groups:  those  who  changed  their  primary  date  from  the 
previous  election,  and  those  that  did  not.28  Figure  3 plots  the  average  GDP  growth  in 
both  groups  over  time.20  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  year.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.30  We  also  see  that  there  are  a large  number  of  states 
that  change  their  primary  dates  each  year,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  are  correlated  with  campaign  spending,  this  could  additionally  confound  our  effect. 
However,  the  ability  of  politicians  to  adjust  the  allocation  of  government  funds  quickly  on 
a state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state’s  election.  This  makes  the  approach  taken  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  policy  spending  over  time  as 
exogenous  variation. 

3.2  Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2 shows  the  distribution  of  spending  for  primaries  by  quarter, 

2SWe  label  a state  as  having  changed  their  primary  date  if  the  date  of  the  primary  made  a substantial 
change  (i.e.  more  than  2 weeks)  such  that  it  took  an  initiative  within  the  state’s  Board  of  Elections  and 
changed  the  ordering  of  the  primary  schedule. 

29The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  years  of  each  state  (in  each 
group)  and  takes  the  average  of  those  observations  by  year. 

30 A t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primary  status  over 
the  years,  to  ensure  that  having  a primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4 shows  the  states  that  held  a primary  in  2008  and 
not  in  2004,  and  Figure  5 shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primary  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.31  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a primary  in 
that  year.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

31There  are  cases  where  state  boundaries  provide  a neighboring  state  with  additional  spending  when 
there  is  not  a primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York’s  early  primary 
on  a day  independent  of  all  other  primary  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purchasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primary,  it  did  this  on  a 
day  when  many  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a primary  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  account  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  “Super  Tuesday.”  We  control  for  whether  or  not  an  election  in 
a state  is  on  this  day  each  year.32  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party’s  nominee  has  been  determined 
and  the  other  has  not  could  falsely  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a state  is  a 
battleground  state  in  periods  after  one  party’s  candidate  has  been  chosen. 

The  first  column  in  Table  3 shows  that  the  existence  of  a primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  “Super  Tuesday”  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  “Super  Tuesday”  elections  make  it  hard  for  time-constrained 
politicians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmarked  for  the  general  election.34  In  addition,  competitive  states  are  always  labeled 
as  “battleground”  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 


election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 

than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 

(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

—320ur  “guper  Tuesday”  control  is  defined  as  the  day  eadi  year  that  has  the  most  primary  elections  m 
a given  state.  The  list  of  states  with  primaries  on  “Super  Tuesday”  in  each  year  is  shown  m Appen  ix  • 
“Super  Tuesday”  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 

an  election  on  the  given  date.  . . . . 

33 We  could  include  a control  for  whether  or  not  a state  held  a competitive  primary.  For  example, 
President  Bush’s  home  state  of  Texas,  he  may  have  already  been  a favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a proportional  share  of  electoral  votes,  so  candidates  st.ll  receive  votes 
towards  the  final  count  if  they  do  not  win  a majority  in  a given  state. 

34The  probability  of  being  in  a battleground  state  in  a given  quarter  conditional  oil  having  a pnmaij 

in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a period  when  the  state  did  not  have  a primary.  Hosting  a primary  on  "Super 
Tuesday”  lowers  this  substantially,  as  does  being  in  a battleground  state. 

4 Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primary  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1  Existence  of  a Primary 

We  assume  that  a state’s  income  in  a given  quarter  depends  on  whether  or  not  there 
is  a primary  in  a given  time  period,  a set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pa  be  a dummy  variable  indicating  whether  or  not  there  is  a primary  in  state 
i at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s in  state  i at  time  (year) 
t as  yist,  state  fixed  effects  as  /ris,  time  fixed  effects  as  r/st>  control  variables  as  Xu,  and 
the  error  term  as  eisi.  Then  we  can  write 


Vist  — Pi Is  + PlsPit  + PisXit  + His  + 1st  + Cist  0) 

Taking  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out:35 


&Vist  = A.AP«  + fi2s&Xit  + Hist  , 


(2) 


where  eist  = Aeist. 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primary  dummy  variable 

35The  }rear  fixed  effects  do  not  drop  out  in  every  period.  Since  we  are  using  quarterly  data,  as  we  go 
from  the  4th  quarter  of  one  year  to  the  first  quarter  of  the  next,  the  j'ear  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  3'ear  fixed  effects. 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a state 
as  having  primary  spending  if  there  is  a primary  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a state. 

We  drop  states  that  have  primaries  in  every  election  year,  as  it  is  hard  to  argue  that 
the  existence  of  a primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
cycle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a given  season  may 
change  their  behavior  since  they  know  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainty  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a primary.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quaiter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a primary  on  “Super  Tuesday  and  whether 
or  not  the  state  was  a battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particularly  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  services  sector  for  the  first  time  period,  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primary  campaign  spending  will  directly  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  sei  vices, 
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and  additional  expenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4 show  that  primary  spending  increases  total  income 
growth  b}'  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8 in  Appendix  A is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a positive  effect  of  primary  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4 also  shows  that  having  a primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  da}',  as  shown  in  Table  3.  We  do  not  find  a statistically 
significant  effect  of  being  a battleground  state.  The  timing  is  set  such  that  states  count  as 
a battleground  starting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
party  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  variable  is  positive 
and  statistically  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  study  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  changes  the  identification  of  the  dummy  variable  for  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  by  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  implies 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector.36 

4. 2 Exp  enditures 

Next,  we  verify  the  results  in  the  previous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a state  as  eu,  and  i/£st  is  defined  identical  to  Equation  (1) . 
Then 


Vist  - Pos  + PisZit  + PisXit  + fas  + Jst  + eist 


Taking  differences,38 


Ayjst  = /3isAe£i  + /?2sAX.£i  + iist  (3) 

36In  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

37If  we  instead  use  per  capita  spending,  our  results  are  almost  synonymous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

38The  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  year.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 
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The  parameter  fils  tells  us  how  changes  in  spending  growth  affect  income  growth  in 
each  sector.  This  provides  a more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largely  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a state  s economic 
growth,  as  even  if  a state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  hi  each  year.  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  party  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example,  New  York  moved  its  pri- 
mary in  2008  to  an  election  day  with  other  states,  causing  a decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cjude,  where  earlier  contests  with  more 
competitors  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carolina),  which  have  primary 
elections  in  every  year.39 

We  use  quarterly  data  on  campaign  expenditures  in  a given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  f5\s.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a “Super  Tuesday.”40 
Table  6 reports  the  coefficient  and  standard  errors  for  fiis  in  Equation  (3),  which  is 

39If  we  restrict  the  sample  further  to  include  only  the  states  that  change  primary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similar, 
though  our  standard  errors  become  slightly  larger. 

40If  we  additionally  control  for  lagged  spending  growth  or  the  “Super  Tuesday”  dummy  variable,  pis 
is  not  statistically  different  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a primary.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a primary  more  than  doubles  campaign  spending  in  a state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a 0.054  percentage  point  increase  in  a state’s  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a 0.13  and  0.061  percentage  point  increase  in  income,  respective!}'.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8 in  Appendix  A, 
we  find  that  these  results  are  about  a 35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a primary  dummy  variable,  as  they  are  now  statistical!}'  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices’  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likely  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  G,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a multiplier,  which 
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would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a multiplier 
effect  will  exist  if  service  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a waitress  receives  a greater  amount  of  tips  than  usual, 
she  may  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state’s  economy.  Calculating  this  multiplier 
would  provide  a comparison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a state’s  residents  in 
order  to  engage  in  campaign  events.  For  simplicity,  we  will  refer  to  these  additional 
expenses  as  “media  spending”  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,41 
which  implies  that  our  estimate  of  /hs  will  not  be  biased.  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multiplier.  This  argument  implies  that  multipliers  would  he 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  varying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  /3ls  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

41We  think  this  is  a valid  assumption  since  a race  with  greater  primary  spending  may  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 
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between  50%  and  100%  of  total  campaign  spending  (between  2 and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5 Where  is  the  Money  Coming  from? 

A discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differs  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counter-factual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibility''  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals’  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual” funds,  which  are  less  frequently  utilized  in  primary  races,  is  a candidate  s personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a race 
and  are  a direct  transfer  to  individuals  in  the  service  sector  of  states  with  a high  degree 
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of  campaigning. 

Second,  partial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.42  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps.43  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  area,  but  instead  are  entrusted  to  viable  Presidential  candidates 
with  intentions  of  getting  out  their  messages  to  help  voters  make  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAG  contributions  have  increased 
significantly  since  1976  (FEG  2010)  44  candidates  still  receive  most  of  their  money  during 
the  primary  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a total  of  $534  million  from  individuals,  $63  million  from  PACs,  and  $21 
million  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PACs,  and  $27  from  federal  funds. 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6-7  for  2004  and  2008,  respectively. 
We  construct  a measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex-, 
penses  (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a given  state  by  that  state’s  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 

coming  from  out  of  state  than  being  spent  in  state. 

42 Variation  in  total  federal  funding  will  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 

43See  www.fec.gov  for  more  on  these  rules. 

44 Also,  see  the  CRP  http:  //www.  opensecrets . org/pres08/totals  ,php? cycle=2008  for  more  trends 
on  giving  and  expenditures. 

45  Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates  primaiy 
fundraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arkansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7 shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.46 


6 Conclusion 

This  paper  takes  a traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shock  to  previously  unstudied  sectors  of  a state  s economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policj', 
as  candidate’s  attempt  to  appease  early  state’s  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  mid  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a primary  race  that  occurs  independently  of  other 
states,  making  a Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 
48 Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  up 
in  the  ordering,  though  to  do  so  strategically. 

Additionally,  this  paper  provides  a new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a link  between  government  spending  and  increases  in  employment, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states’  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  are  greeted  with  a political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur) . A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
struggling  service  sectors. 

As  polic3onakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figure  1:  Number  of  primaries  over  time 
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GDP  per  capita 


Figure  2:  Primary  Length  and  GDP 
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Figure  3:  States  that  switch  primary  dates  and  GDP 


32 


Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  party 


Republicans  Democrats 


Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8 June 

Gerald  Ford 

8 June 

Jimmy  Carter 

1980 

1 May 

Ronald  Reagan 

4 June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5 June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7 June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2 June 

Bill  Clinton 

1996 

5 March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9 March 

George  W.  Bush 

9 March 

A1  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4 March 

John  McCain 

3 June 

Barack  Obama 

Notes:  President  Garter  had  a very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2: 

Spending  by  Primary  Existence 

Primary  Status 

Total  Spending 

Campaign  Spending 

Primary  in  current  quarter 

Average 

1,507,529 

703,237 

Median 

423,584 

222,641 

25th  Percentile 

86,755 

55,653 

75th  Percentile 

1,487,526 

721,901 

Observations 

89 

89 

Primary  in  next  quarter 

Average 

1,733,553 

638,328 

Median 

276,206 

138,157 

25th  Percentile 

33,115 

27,522 

75th  Percentile 

1,336,009 

679,948 

Observations 

89 

89 

No  primary 

Average 

861,762 

372,993 

Median 

99,962 

35,286 

25th  Percentile 

16,191 

4,207 

75th  Percentile 

533,750 

255,636 

Observations 

624 

624 

Total  Spending  includes  all  money  spent  by  campaigns  (in  $s) . 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 
Compares  quarter/states  with  and  without  primary  elections 
in  2003-2004,  2007-2008. 
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Table  3:  Primary  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable=Sp ending  Growth 

(1) 

(2) 

Primary 

1.128*** 

(0.281) 

1.218*** 

(0.335) 

Primary  on  Super  Tuesday 

-0.481 

(0.341) 

-0.693* 

(0.392) 

Battleground  State 

-1.500*** 

(0.222) 

-1.688*** 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent  Variable= 

Per  Capita  Income  Growth 

(1) 

Income 

1974-2009 

(2) 

Services 

1974-2001 

(3) 

Accommo  dations 
1990-2009 

(4) 

Retail  Trade 
1974-2009 

Primary 

0.00525*** 

(0.000678) 

0.00761*** 

(0.000958) 

0.00473** 

(0.00227) 

0.000798 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

(0.00188) 

-0.0140*** 

(0.00316) 

-0.0146*** 

(0.00486) 

-0.00746** 

(0.00294) 

Battleground  state 

0.000202 

(0.000576) 

-0.000194 

(0.000842) 

-0.00214* 

(0.00125) 

0.000474 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies.  State-quarter  observations. 

Drops  IA,  NH,  SC. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  = 

Per  Capita  Income  Growth 

(1) 

Income 

1974-2009 

(2) 

Services 

1974-2001 

(3) 

Accommodations 

1990-2009 

(4) 

Retail  Trade 
1974-2009 

Primary 

0.00528*** 

(0.000492) 

0.00764*** 

(0.000635) 

0.00497** 

(0.00215) 

0.000833 

(0.000679) 

Primary  on  Super  Tuesday 

-0.00401* 

(0.00210) 

-0.0137*** 

(0.00295) 

-0.0153*** 

(0.00400) 

-0.00771** 

(0.00303) 

Battleground  state 

0.000378 

(0.000509) 

-0.000154 

(0.000849) 

-0.00188* 

(0.00107) 

0.000531 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  * p<  0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies  and  state  fixed  effects.  State-quarter  observations. 

Drops  IA,  NH,  SC. 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable—  Per 

Capita  Income  Growth 

(1) 

Income 

(2) 

Accorn. 

(3) 

Retail 

Spending  Growth 

0.000541*** 

(0.000155) 

0.00134*** 

(0.000259) 

0.000606*** 

(0.000215) 

Battleground 

0.000768 

(0.00125) 

-0.00938*** 

(0.00187) 

-0.00333** 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

* p < 0.10,  **p<  0.05,  ***  p < 0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  IA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000520*** 

(0.000134) 

0.00128*** 

(0.000267) 

0.000586*** 

(0.000207) 

Battleground 

0.000222 

(0.00120) 

-0.0125*** 

(0.00221) 

-0.00430** 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

•pCO.10,  **p<0.05,  ***p<0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  IA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard 

deviation 

Minimum 

Maximum 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummy 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primary  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesday  dummy 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 


Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  years 
Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

* Includes  only  periods  with  primaries. 

**  Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 
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meetings,  rent,  utilities,  cable,  internet,  administrative 

supplies,  staffer  travel.  Does  not  include  advertisements 


Table  10:  Variables  Measured 


Variable 

Measured 

Primary  Dummy 

Dummy  Variable  = 1 if  there  was  a primary  in  state  i in  quarter  t or  t + 1 
based  on  state  primary  dates  and  clinch  dates 

Battleground  States 

Dummy  Variable=l  if  state  i was  competitive  in  election  year,  and  primary 
nomination  clinched  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  i had  primary  at  time  t and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 
Income  Growth 

loo  ( Incomet  \ Incr  f Incomet_i  \ 

* \^Populationt  J *=>  ^ Population t_x  J 

Per  Capita  Services 
Income  Growth 

Same  as  income,  but  only  for  1974-2001 

Per  Capita  Accommodations 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

Zog(Spending4)  — log(Spending4_1) 

Per  Capita  Spending  Growth 

loo  ( SpendinE*  \ log:  ( sPendinSt-i  \ 

Luy  V Population^  J { Population^  J 
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Appendix  B:  Election  Information 


Table  11:  Battleground  states  by  year 


Alabama 

1980 

i,  1992,  1996 

Alaska 

1992 

Arizona 

1992 

, 1996,  2000 

, 2008 

Arkansas 

1980 

, 2000,  2004 

California 

1976 

, 1988 

Colorado 

1968 

, 1988,  1992 

, 1996 

, 2000 

, 2004 

, 2008 

Connecticut 

1980 

, 1992,  1996 

, 2008 

Delaware 

1976 

, 1080,  1992 

, 2004 

Florida 

1976 

, 1992,  1996 

, 2000 

, 2004 

, 2008 

Georgia 

1992 

, 1996,  2008 

Hawaii 

1976 

, 1980,  1988, 

, 2004 

Illinois 

1976. 

, 1980,  1988 

Indiana 

1976: 

, 1992,  1996, 

, 2008 

Iowa 

1984, 

, 1992,  2000, 

2004. 

, 2008 

Kansas 

1976, 

, 1992 

Kentucky 

1976, 

, 1980,  1992, 

1996 

Louisiana 

1976, 

1980,  1992, 

2000 

Maine 

1980, 

1992,  2000, 

2004 

Maryland 

1976, 

1980,  1984, 

1988 

Massachusetts 

1980, 

1984,  1988 

Michigan 

1976, 

1980,  1988, 

1992, 

2000, 

2004 

Minnesota 

1980, 

1984,  1988, 

2000, 

2004 

Mississippi 

1976, 

1980,  1992, 

1996 

Missouri 

1968, 

1976,  1980, 

1988, 

1996, 

2000, 

2004, 

2008 

Montana 

1980, 

1988,  1992, 

1996, 

2008 

Nevada 

1976, 

1992,  1996, 

2000, 

2004 

New  Hampshire 

1992, 

1996,  2000, 

2004, 

2008 

New  Jersey 

1976, 

1992,  2004 

New  Mexico 

1976, 

1988,  1992, 

1996, 

2000, 

2004 

New  York 

1976, 

1980,  1984, 

1988 

North  Carolina 

1980, 

1992,  1996, 

2008 

North  Dakota 

1976, 

1996,  2008 

Ohio 

1968, 

1976, 1992, 

1996, 

2000, 

2004, 

2008 

Oklahoma 

1976, 

1992,  1996 

Oregon 

1968, 

1976,  1980, 

1988, 

1992, 

1996, 

2000, 

2004 

Pennsylvania 

1968, 

1976,  1980, 

1984, 

1988, 

1992, 

2000 

Rhode  Island 

1984 

South  Carolina 

1980, 

1992,  1996, 

2008 

South  Dakota 

1976, 

1988,  1992, 

1996, 

2008 

Tennessee 

1980, 

1992,  1996, 

2000 

Texas 

1976, 

1992,  1996 

Vermont 

1980, 

1988,  2000 

Virginia 

1976, 

1992,  1996, 

2000, 

2004, 

2008 

Washington 

1976, 

1988,  2000,  : 

2004 

West  Virginia 

1980, 

1988,  2000 

Wisconsin 

1968, 

1972,  1976, 

1980, 

1984, 

1988, 

1992, 

2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama 

1980,  1984,  1988,  2008 

Alaska 

1980,  2008 

Arizona 

2008 

Arkansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980,  1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000, 

2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988,  1996,  2000,  2004 

Massachusetts 

1984,  1988,  1996,  2000,  2004, 

2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988,  1992,  1996,  2000,  2008 

Montana 

2008 

Nevada 

1976,  1984,  1988 

New  Jersey 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  Carolina 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000,  2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988, 1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980,  1984,  1988,  2004 

West  Virginia 

2007 
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Appendix  C:  Robustness 


Table  13:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable^  Per  Capita  Income  Growth 


(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Spending  Growth 

0.000542*** 

(0.000155) 

0.00134*** 

(0.000259) 

0.000607*** 

(0.000215) 

Battleground  State 

0.000769 

(0.00125) 

-0.00938*** 

(0.00187) 

-0.00333** 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

* p < 0.10,  ** , 

p < 0.05,  ***  p < 0.01 

Includes  quarter  dummies.  State-quarter  observations. 
Drops  IA,  NH,  SC. 


Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent  Variable= 

Per  Capita  Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000521*** 

0.00128*** 

0.000587*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  * p < 0.10,  **  p < 0.05,  ***  p < 0.01 
Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  IA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 

Income 

(2) 

Accom. 

(3) 

Retail 

Primary 

0.00734*** 

(0.00162) 

0.0131*** 

(0.00273) 

0.00680*** 

(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 

(0.00301) 

-0,00935** 

(0.00443) 

-0.00731* 

(0.00438) 

Battleground  State 

-0.000263 

(0.00123) 

-0.0114*** 

(0.00188) 

-0.00411*** 

(0.00147) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses 
Includes  quarter  dummies 
* p < 0.10,  **  p<  0.05,  ***  p < 0.01 

Primary  is  a dummy  for  whether  or  not  there  is  a primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23;  EXPENDITURE  MULTIPLIER 
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CHAPTER  23:  EXPENDITURE  MULTIPLIER 

Consumption  and  Savings  Function: 

n Consumption  is  primarily  a function  of  Yd  (disposable  income)  or  “after-tax”  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 
n if  plot  Consumption  as  a function  of  Yd  it  will  have  a positive  vertical  intercept  (‘autonomous 
consumption’)  and  a positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MPC).  Therefore,  0<MPC<1 

n if  plot  the  consumption  function  versus  a 45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x = y)  then 
where  Consumption  intersects  the  45  degree  line  is  referred  to  as  “breakeven  level  of  Yd”, 
n at  Yd  < Yd  breakeven,  then  C > Yd  (the  individual  is  ‘dissaving’  as  savings  <0) 
n at  Yd  > Yd  breakeven,  then  C < Yd  and  the  individual  is  “saving”.  Savings  >0. 
n the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C — a + b (Y  - T)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S = - a + (1-b)  (Y  - T)  where  (1-b)  = MPS  (marginal  propensity  to  save) 

Note:  MPC  + MPS  = 1 

n Mathematical  example: 

if  C = 1000  + 0.80  (Y  -T)  then  the  implied  savings  function  is: 

S = -1000+  0.20  (Y-T) 

where  MPC  = 0.80  and  MPS  = 0.20.  See  the  graphs  pg.  529 
Effects  of  other  variables  on  Consumption  function: 

n if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
function  shifts  upwards  and  the  implied  savings  function  shifts  downwards  (see  pg.  531) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n depends  on  interest  rate,  expected  future  profits.  Not  related  to  current  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  function  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  horizontal  at  lo.  That  is,  we  assume  that: 

I=lo. 

ii)  Government  expenditures: 

n changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a “fiscal  policy”  decision  of  the 
federal  government.  Therefore,  a change  in  G is  a policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  in  a diagram,  G is  also  assumed  to  be  autonomous, 

G = G0. 


iii)  Exports: 

n exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X - X0. 


iv)  Imports: 

n depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  imported 


from  the  rest  of  the  world.  Therefore, 

Imports  (M)  = mY  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  function  CAE): 

n will  have  a positive  intercept  (see  graph  pg.  534) 
n the  slope  of  the  AE  function  is  given  by: 

n slope  of  AE  = MPC  (1-t)  - MPM  where  0<t<l 

and  t represents  the  tax  rate 

n Note  if  we  have  lump  sum  taxes,  T = To  ( a constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  = MPC  - MPM 

n Numerical  Example: 

If  MPC  = 0, 80,  MPM  = 0. 10  and  t = 0.25  then  the  slope  of  the  AE  function  is: 
slope  ofAE  = 0.80(1  -0.25) -0.10 
slope  of  AE  — 0.50 


Equilibrium  GDP  (Y): 

n when  AE  = Y (planned  spending  = production)  we  have  an  equilibrium 

n graphically  this  occurs  anywhere  along  the  45  degree  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  function  intersects 
the  45  degree  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 
n Suppose  you  are  given  the  following  equations: 

C = 1000+  0.80  (Y-T) 

I = 180 
G = 100 
X = 200 
M = 0.20  Y 
T = 100 

n To  find  equilibrium  GDP,  follow  these  steps: 

n Step  1:  Calculate  the  AE  equation  by  adding  C,  I G,  X and  M together  and  substitute  the  T value 
into  the  consumption  equation 

AE  = C + I + G + X-  M 

so  AE  = 1000  + 0.80(Y  -100)  + 180  + 100  + 200  - 0.20  Y 
or  AE  = 1400  + 0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  = Y 
so  1400  + 0.60  Y = Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y solved  for  is  then 
equilibrium  Y. 

n Step  3:  Solve  for  equilibrium  GDP 
0.40  Y = 1400 
so  Y = 3500 

The  Multiplier: 

n the  definition  of  the  multiplier  is:  multiplier  = change  in  equilibrium  Y 

change  in  autonomous  spending 

n the  formula  for  the  expenditure  multiplier  is:  multiplier  = 1 

1 - slope  of  AE  function 


Example:  If  the  MPC  = 0.80,  t = 0,  and  MPM  = 0.05  then 
the  slope  of  the  AE  function  is  = 0.75  and  the  multiplier  is  = 4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a $4 
increase  in  equilibrium  GDP. 


n continuing  the  example  from  above  where  equilibrium  Y = 3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  full  employment  GDP  the  government  could  increase  its  spending  by 
200  (once  subject  to  the  multiplier,  the  overall  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equilibrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier: 

n if  the  government  has  a lump  sum  tax  (so  the  tax  rate,  t = 0),then  a $1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  result  is  that  when  taxes  (T)  change, 
equilibrium  GDP  changes  according  to  the  value  of  the  tax  multiplier, 

n definition  of  the  tax  multiplier:  tax  multiplier  = - MPC 

1 - slope  of  the  AE  function 

Example: 

If  the  MPC  = 0.80,  t = 0 and  MPM  = 0.05  then  the  tax  multiplier  is: 
tax  multiplier  = -0.80 

’ 1 - 0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  multiplier  is  always  a negative  number  because  from  the  definition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multiplier 
is  negative. 

n you  use  the  tax  multiplier  to  determine  the  required  change  in  taxes  to  bring  about  full  employment 
GDP.  Suppose  again  that  Y (eq’l)  = 3500  and  Y*  = 4300  and  the  tax  multiplier  is  -3.2 
then  from  the  definition  of  the  tax  multiplier: 

tax  multiplier  = change  in  equilibrium  GDP 
change  in  taxes  (lump  sum) 

so  if  the  tax  multiplier  is  -3.2  and  to  get  to  full  employment  GDP  we  want  the  change  in  equilibrium 
GDP  to  be  +$800,  then  the  change  in  taxes  should  be  = 800/-3.2  or  = -$250 
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The  Multiplier  and  the  Price  Level: 

n the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equilibrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve: 

n can  derive  the  AD  curve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself.  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545, 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 

chapter). 


4 of  4 


5/16/2013  11:45  AM 


The  State  Auditor's  office  did  not  receive  a response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the  Missouri 
House  of  Representatives,  the  Department  of  Transportation,  the  Missouri  Senate, 
the  State  Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass 
County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Hannibal  60  School  District,  State  Technical  College  of 
Missouri,  and  St.  Louis  Community  College. 

Liscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  of  at  least  $62,000.  Local 
governmental  entities  estimate  no  impact  to  operating  costs.  Any  potential  impact  to  state  and 
local  governmental  revenues  is  unknown. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)  751-4936 


November  12,  2014 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 
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Elections  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III,  version  2 (2016-004) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Bradley  Ketcher  on  November  12,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 
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CIRCULATOR’S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes)  (City.  Town  or  Village) 

Zip 

Code 

Cong. 

Dist 

NAME 

(Printed  or  Typed) 

1. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4. 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

/ 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1 believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and 
County. 

FURTHERMORE,  1 HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  1 8 years  of  age.  1 do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of , A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 


Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3 new  sections  to  be  known  as  Article  III  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  JL  No  person  holding  any  lucrative  office  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  office  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as 
a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assembly  in 
which  the  member  or  employee  last  served.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fi ne  of  u pjo 
five  thousand  dollars  or  both. 


3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  consultant  to  a 
candidate  or  issue  campaign  or  solicit  prospective  employers  or  clients  as  a paid  employee  or 
consultant  to  a candidate  or  issue  campaign.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to 
five  thousand  dollars  or  both. 

Section  16(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or 
indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  in  excess  of  five 
dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and 
staff  may  accept  informational  material  relevant  to  the  general  assembly’s  official  functions  and 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
Candidates  for  senator  or  representative  or  offices  within  the  senate  or  house,  including 
candidates  for  reelection,  may  accept  campaign  contributions  consistent  with  section  19(a)  of 
this  article.  Any  knowing  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

Section  19.  U Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  for  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 
governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to,  all 
records,  in  whatever  form  or  format,  of  the  official  acts  of  the  general  assembly,  of  the  official 
acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembly,  of 
individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian  of 
legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and  staff.  The 
chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative 
records  relating  to  the  house  and  the  senate  respectively. 
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Section  19(a).  1.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 
candidate  for  state  senate,  state  representative  or  any  office  within  the  senate  or  house  made  by 
or  accepted  from  any  natural  person  or  independent  entity  other  than  the  candidate  in  any  one 
election  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator  or  an  office  within  the  senate,  two 
thousand  dollars: 

(b)  To  elect  an  individual  to  the  office  of  state  representative  or  an  office  within  the  house,  one 
thousand  dollars; 

(c)  These  contribution  limits  shall  be  recalculated  on  January  1 of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law,  for  all  years  since  January  1 , 20 1 7 and  rounding  to  the  nearest  twenty-five  dollars. 

2.  Unless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making,  accepting  or  retaining  a contribution  to  a candidate  for  state  senate,  state  representative 
or  an  office  within  the  senate  or  house  in  excess  of  those  allowed  in  subsection  1 shall  be  subject 
to: 

(a)  For  the  first  violation,  a civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making,  accepting 
or  retaining  an  illegal  contribution  shall  be  guilty  of  a crime  and  upon  conviction  be  punished  by 
a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both. 

3.  The  legislative  contribution  limits  in  subsection  1 shall  not  apply  to  a “truly  independent 
expenditure.1”  As  used  in  this  section,  “truly  independent  expenditure”  means  one  or  more 
wholly  i ndependent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a clearly 
identified  candidate  that  is  made  without  the  cooperation  or  consent  of,  communication, 
coordination  or  consultation  with,  or  the  request  or  suggestion  of  the  candidate,  the  candidate’s 
committee,  the  candidate’s  campaign,  the  candidate’s  agents,  consultants  or  advisors.  In  addition 
to  other  penalties  of  this  section,  any  person  or  entity  who  knowingly  violates  the  contribution 
limits  of  subsection  1 by  making,  accepting  or  facilitating  an  excessive  expenditure  that  does  not 
meet  the  requirements  for  a truly  independent  expenditure  shall  be  guilty  of  a crime  and  upon 
conviction  be  punished  by  a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine 
of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the  illegal  expenditure  or  both. 

4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or 
the  senate  to  discipline  its  own  members.  Nothing  in  this  section  shall  restrict  the  general 
assembly  or  the  People  from  passing  campaign  finance  requirements  that  are  more  restrictive 
than  those  in  this  section. 


Section  19(b).  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition, 
referendum  petition,  ballot  measure,  political  party  or  political  party  committee,  shall  occur  in  or 
on  any  prem ises,  property  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  knowing  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to 
one  year  and  or  a fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contributions  or  both. 


Section  39.  The  general  assembly  shall  not  have  power: 

( 1 ) To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prospective,  of 
any  individual,  association,  municipal  or  other  corporation; 
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(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a contract  has  been  entered  into  and  performed  in  whole  or  in  part; 

(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipal 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 

(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Adjust  the  War  Debts  of  the  State,"  approved  March  19,  1874,  or  any  act  of  a similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(f)  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  of 
this  subdivision; 

(10)  To  impose  a use  or  sales  tax  upon  the  use,  purchase  or  acquisition  of  property  paid  for  out  of 
the  funds  of  any  county  or  other  political  subdivision^]; 

( 1 1 ) To  prohibit  the  counting  of  a genuine  signature  of  a registered  voter  on  a petition  because  of 
the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter,  and  no  such 
law  enacted  by  the  general  assembly  shall  be  valid. 
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RECEIVED 

NOV  0 7 2014 

STATE  AUDITORS  OFFICE 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


IC-CQ5 


Elections  Division 
(573)751  2301 


November  7,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Bradley  Ketcher  regarding  a proposed  constitutional  amendment 

to  Article  III  (2016-003) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Bradley  Ketcher  on  November  7,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 

ADMINISTRATIVE  RULES  • BUSINESS  SERVICES  • ELECTIONS  • PUBLICATIONS  • SECURITIES  • STATE  ARCH  IVES  • STATE  LIBRARY  • WOLENER  LIBRARY 


\6-GC6  ?rk 

II  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  ont$  Sbr  thW  ^ame  •nieasure  for  the  same 
election,  or  to  sign  a petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 

INITIATIVE  PETITION  201*1  MOV  “7  fill  9:  25 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and . County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8lh  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  1 have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

I, , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Siena  ture) 

Date 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxesl  (Citv.  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4. 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

/ 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and 
County. 

FURTHERMORE,  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLED  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 

1 am  at  least  1 8 years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of  , A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3 new  sections  to  be  known  as  Article  III  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  U No  person  holding  any  lucrative  office  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  office  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a paid  lobbyist,  register  as 
a paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assembly  in 
which  the  member  or  employee  last  served.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to 
five  thousand  dollars  or  both. 


3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a senator  or 
representative  or  their  employees  shall  act  or  serve  as  a paid  employee  or  consul tant  to  a 
candidate  or  issue  campaign  or  solicit  prospective  employers  or  clients  as  a paid  employee  or 
consultant  to  a candidate  or  issue  campaign.  When  any  senator  or  representative  violates  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no  salary  as  senator  or  representative.  In  addition,  any  knowing  violation  of  this  subsection  shall 
be  punishable  by  a term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a fine  of  up  to 
five  thousand  dollars  or  both. 


Section  16(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or 
indirectly  a gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  in  excess  of  five 
dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and 
staff  may  accept  informational  material  relevant  to  the  general  assembly’s  official  functions  and 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
Candidates  for  senator  or  representative  or  offices  within  the  senate  or  house,  including 
candidates  for  reelection,  may  accept  campaign  contributions  consistent  with  section  19(a)  of 
this  article.  Any  knowing  violation  of  this  section  shall  be  punishable  by  a term  of  imprisonment 
of  up  to  six  months  and  the  imposition  of  a fine  of  up  to  five  hundred  dollars  or  both. 

Section  19.  1.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  for  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 
governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to,  all 
records,  in  whatever  form  or  format,  of  the  official  acts  of  the  general  assembly,  of  the  official 
acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembly,  of 
individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities,  equipmentor 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian  of 

legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and  staff. I lie 

chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative 
records  relating  to  the  house  and  the  senate  respectively. 
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Section  19(a).  1.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 
candidate  for  state  senate,  state  representative  or  any  office  within  the  senate  or  house  made  by 
or  accepted  from  any  natural  person  or  independent  entity  other  than  the  candidate  in  any  one 
election  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator  or  an  office  within  the  senate,  two 
thousand  dollars; 

(b)  To  elect  an  individual  to  the  office  of  state  representative  or  an  office  within  the  house,  one 
thousand  dollars; 

(c)  These  contribution  limits  shall  be  recalculated  on  January  1 of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law,  for  all  years  since  January  1, 2017  and  rounding  to  the  nearest  twenty-five  dollars. 

2.  Unless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making,  accepting  or  retaining  a contribution  to  a candidate  for  state  senate,  state  representative 
or  an  office  within  the  senate  or  house  in  excess  of  those  allowed  in  subsection  I shall  be  subiect 
to: 

(a)  For  the  first  violation,  a civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making,  accepting 
or  retaining  an  illegal  contribution  shall  be  guilty  of  a crime  and  upon  conviction  be  punished  by 
a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine  of  up  to  five  thousand 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both, 

3.  The  legislative  contribution  limits  in  subsection  1 shall  not  apply  to  a “truly  independent 
expenditure.”  As  used  in  this  section,  “truly  independent  expenditure”  means  one  or  more 
wholly  independent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a c learly 
identified  candidate  that  is  made  without  the  cooperation  or  consent  of,  communication, 
coordination  or  consultation  with,  or  the  request  or  suggestion  of  the  candidate,  the  candidate's 
committee,  the  candidate’s  campaign,  the  candidate’s  agents,  consultants  or  advisors.  In  addition 
to  other  penalties  of  this  section,  any  person  or  entity  who  knowingly  violates  the  contribution 
limits  of  subsection  1 by  making,  accepting  or  facilitating  an  excessive  expenditure  that  does  not 
meet  the  requirements  for  a truly  independent  expenditure  shall  be  guilty  of  a crime  and  upon 
conviction  be  punished  by  a term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a fine 
of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the  illegal  expenditure  or  both. 

4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or 
the  senate  to  discipline  its  own  members.  Nothing  in  this  section  shall  restrict  the  general 
assembly  or  the  People  from  passing  campaign  finance  requirements  that  are  more  restrictive 
than  those  in  this  section. 


Section  19(bT  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition^ 
referendum  petition,  ballot  measure,  political  party  or  political  party  committee*  shall  occuHrLpr 
on  any  premises,  property  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  knowing  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to 
one  year  and  or  a fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  iljggaj 
contributions  or  both. 


Section  39.  The  general  assembly  shall  not  have  power: 

(1)  To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prospective,  of 
any  individual,  association,  municipal  or  other  corporation; 
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(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a contract  has  been  entered  into  and  performed  in  whole  or  in  part; 

(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipal 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 

(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Adjust  the  War  Debts  of  the  State,"  approved  March  19,  1 874,  or  any  act  of  a similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(0  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  of 
this  subdivision; 

(10)  To  impose  a use  or  sales  tax  upon  the  use,  purchase  or  acquisition  of  property  paid  for  out  of 
the  funds  of  any  county  or  other  political  subdivision^]; 

(1 1)  To  prohibit  the  counting  of  a genuine  signature  of  a registered  voter  on  a petition  because  of 
the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter. 
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RECEIVED 

NUV  o 6 2014 


JamksC.  Kirkpatrick 
State  Information  Chnthr 
(573)751  4936 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


STATE  AUDITORS  OFFICE 


Elections  Division 
(573)  751-2301 


November  6,  2014 


The  Honorable  Tom  Schvveich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Todd  Jones  regarding  a proposed  constitutional  amendment  to 

Article  VIII.  (2016-002) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Todd  Jones  on  November  6,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Koster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State;  Information  Center 
600  W.  Main  Street  • Jefferson  City  65101 
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County 

Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the^^gl^cti^n,  Br'to|s5igH3h  petition  when  such  person  knows  he  or  she  is  not  a registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

* v/stC.  < 'Tli 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis),  respectfully  order 

that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  8th  day  of  November,  2016,  and  each  for  himself  or  herself  says:  I 

have  personally  signed  this  petition,  I am  a registered  voter  of  the  state  of  Missouri  and County  (or  city  of  St. 

Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I live  are  correctly  written  after  my 
name. 


(OFFICIAL  BALLOT  TITLE) 


CIRCULATOR’S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


I,  , being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

DATE 

SIGNED 

, g ~y  * vi 

REGISTERED  VOTING 
ADDRESS 

(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONG. 

DISTR. 

NAME 

(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each  has  stated  his 
or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered  voter  of  the  state  of  Missouri  and 


County. 

FURTHERMORE.  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS  MADE  BY  ME 
ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY  OF,  OR  PLEAD  GUILTY  TO 
ANY  OFFENSE  INVOLVING  FORGERY. 


I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the  payer 


Signature  of  Affiant 
(Person  obtaining  signatures) 


(Printed  Name  of  Affiant) 


Subscribed  and  sworn  to  before  me  this day  of 


A.D. 


Address  of  Affiant 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary 


Missouri  Constitution  Article  VIII 

BE  IT  RESOL  VED  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  by  adding  one  new  section  to  be  known  as  section  23  of  Article  VIII 
to  read  as  follows: 

Section  23.  1 . This  section  shall  be  known  as  the  "Missouri  Campaign  Contribution  Reform 
Initiative." 


2.  The  people  of  the  State  of  Missouri  hereby  find  and  declare  that  excessive  campaign 
contributions  to  political  candidates  create  the  potential  for  corruption  and  the  appearance  of 
corruption;  that  large  campaign  contributions  made  to  influence  election  outcomes  allow  wealthy 
individuals,  corporations  and  special  interest  groups  to  exercise  a disproportionate  level  of 
influence  over  the  political  process;  that  the  rising  costs  of  campaigning  for  political  office 
prevent  qualified  citizens  from  running  for  political  office;  that  political  contributions  from 
corporations  and  labor  organizations  are  not  necessarily  an  indication  of  popular  support  for  the 
corporation’s  or  labor  organization’s  political  ideas  and  can  unfairly  influence  the  outcome  of 
Missouri  elections;  and  that  the  interests  of  the  public  are  best  served  by  limiting  campaign 
contributions,  providing  for  full  and  timely  disclosure  of  campaign  contributions,  and  strong 
enforcement  of  campaign  finance  requirements. 

3.  (It  Except  as  provided  in  subdivisions  (2).  (3)  and  (4)  of  this  subsection,  the  amount  of 
contributions  made  by  or  accepted  from  any  person  other  than  the  candidate  in  any  one  election 
shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  state 
treasurer,  state  auditor,  attorney  general,  office  of  state  senator,  office  of  state  representative  or 
any  other  state  or  judicial  office,  two  thousand  six  hundred  dollars. 

(2)  (a)  No  political  party  shall  accept  aggregate  contributions  from  any  person  that  exceed 
twenty-five  thousand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and 
township  level  combined. 

(b)  No  political  party  shall  accept  aggregate  contributions  from  any  committee  that  exceed 
twenty-five  thousand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and 
township  level  combined. 

f3)  (a)  It  shall  be  unlawful  for  a corporation  or  labor  organization  to  make  contributions  to  a 
campaign  committee,  candidate  committee,  exploratory  committee,  political  party  committee  or 
a political  party;  except  that  a corporation  or  labor  organization  may  establish  a continuing 
committee  which  may  accept  contributions  or  dues  from  members,  officers,  directors,  employees 
or  security  holders. 

(b)  The  prohibition  contained  in  subdivision  (a)  of  this  subsection  shall  not  apply  to  a 
corporation  that: 

(i)  Is  formed  for  the  purpose  of  promoting  political  ideas  and  cannot  engage  in  business 
activities:  and 

(ii)  Has  no  security  holders  or  other  persons  with  a claim  on  its  assets  or  income:  and 

(in)  Was  not  established  by  and  does  not  accept  contributions  from  business  corporations  or 
labor  organizations. 

(4)  No  candidate’s  candidate  committee  shall  accept  contributions  from,  or  make  contributions 
to.  another  candidate  committee,  including  any  candidate  committee,  or  equivalent  entity, 
established  under  federal  law. 


(5)  Notwithstanding  any  other  subdivision  of  this  subsection  to  the  contrary,  a candidate’s 
candidate  committee  may  receive  a loan  from  a financial  institution  organized  under  state  or 
federal  law  if  the  loan  bears  the  usual  and  customary  interest  rate,  is  made  on  a basis  that  assures 
repayments,  is  evidenced  by  a written  instrument,  and  is  subject  to  a due  date  or  amortization 
schedule.  The  contribution  limits  described  in  this  subsection  shall  not  apply  to  a loan  as 
described  in  this  subdivision. 


(6)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory 
committee,  political  party  committee,  and  political  party  shall  accept  a contribution  in  cash 
exceeding  one  hundred  dollars  per  election. 


(7)  No  contribution  shall  be  made  or  accepted,  directly  or  indirectly,  in  a fictitious  name,  ifTthe 
name  of  another  person,  or  by  or  through  another  person  in  such  a manner  as  to  conceal  the 
identity  of  the  actual  source  of  the  contribution  or  the  actual  recipient.  Any  person  who  receives 
contributions  for  a committee  shall  disclose  to  that  committee's  treasurer,  deputy  treasurer  or 
candidate  the  recipient's  own  name  and  address  and  the  name  and  address  of  the  actual  source  of 
each  contribution  such  person  has  received  for  that  committee. 


(8)  No  anonymous  contribution  of  more  than  twenty-five  dollars  shall  be  made  by  any  person, 
and  no  anonymous  contribution  of  more  than  twenty-five  dollars  shall  be  accepted  by  any 
candidate  or  committee.  If  any  anonymous  contribution  of  more  than  twenty-five  dollars  is 
received,  it  shall  be  returned  immediately  to  the  contributor,  if  the  contributor's  identity  can  be 
ascertained,  and  if  the  contributor's  identity  cannot  be  ascertained,  the  candidate,  committee 
treasurer  or  deputy  treasurer  shall  immediately  transmit  that  portion  of  the  contribution  which 
exceeds  twenty-five  dollars  to  the  state  treasurer  and  it  shall  escheat  to  the  state. 

(9)  The  maximum  aggregate  amount  of  anonymous  contributions  which  shall  be  accepted  per 
election  by  any  committee  shall  be  the  greater  of  five  hundred  dollars  or  one  percent  of  the 
aggregate  amount  of  all  contributions  received  by  that  committee  in  the  same  election.  If  any 
anonymous  contribution  is  received  which  causes  the  aggregate  total  of  anonymous  contributions 
to  exceed  the  foregoing  limitation,  it  shall  be  returned  immediately  to  the  contributor,  if  the 
contributor's  identity  can  be  ascertained,  and,  if  the  contributor's  identity  cannot  be  ascertained, 
the  committee  treasurer,  deputy  treasurer  or  candidate  shall  immediately  transmit  the  anonymous 
contribution  to  the  state  treasurer  to  escheat  to  the  state. 


(10)  Notwithstanding  the  provisions  of  subdivision  (9)  of  this  subsection,  contributions  from 
individuals  whose  names  and  addresses  cannot  be  ascertained  which  are  received  from  a fund- 
raising activity  or  event,  such  as  defined  in  section  130.01 1,  RSMo,  as  amended  from  time  to 
time,  shall  not  be  deemed  anonymous  contributions,  provided  the  following  conditions  are  met: 

(a)  There  are  twenty-five  or  more  contributing  participants  in  the  activity  or  event; 

(b)  The  candidate,  committee  treasurer,  deputy  treasurer  or  the  person  responsible  for  conducting 
the  activity  or  event  makes  an  announcement  that  it  is  illegal  for  anyone  to  make  or  receive  a 
contribution  in  excess  of  one  hundred  dollars  unless  the  contribution  is  accompanied  by  the  name 
and  address  of  the  contributor; 

(c)  The  person  responsible  for  conducting  the  activity  or  event  does  not  knowingly  accept 
payment  from  any  single  person  of  more  than  one  hundred  dollars  unless  the  name  and  address 
of  the  person  making  such  payment  is  obtained  and  recorded  pursuant  to  the  record-keeping 
requirements  of  section  130.036,  RSMo,  as  amended  from  time  to  time; 

(d)  A statement  describing  the  event  shall  be  prepared  by  the  candidate  or  the  treasurer  of  the 
committee  for  whom  the  funds  were  raised  or  by  the  person  responsible  for  conducting  the 
activity  or  event  and  attached  to  the  disclosure  report  of  contributions  and  expenditures  required 
by  section  130.041,  RSMo,  as  amended  from  time  to  time.  The  following  information  to  be  listed 
in  the  statement  is  in  addition  to,  not  in  lieu  of,  the  requirements  elsewhere  in  this  chapter 
relating  to  the  recording  and  reporting  of  contributions  and  expenditures: 

(i)  The  name  and  mailing  address  of  the  person  or  persons  responsible  for  conducting  the  event 
or  activity  and  the  name  and  address  of  the  candidate  or  committee  for  whom  the  funds  were 
raised; 

(11)  The  date  on  which  the  event  occurred; 

(iii)  The  name  and  address  of  the  location  where  the  event  occurred  and  the  approximate  number 
of  participants  in  the  event; 

(iv)  A brief  description  of  the  type  of  event  and  the  fund-raising  methods  used; 

(v)  The  gross  receipts  from  the  event  and  a listing  of  the  expenditures  incident  to  the  event; 

(vi)  The  total  dollar  amount  of  contributions  received  from  the  event  from  participants  whose 
names  and  addresses  were  not  obtained  with  such  contributions  and  an  explanation  of  why  it  was 
not  possible  to  obtain  the  names  and  addresses  of  such  participants; 

(vii)  The  total  dollar  amount  of  contributions  received  from  contributing  participants  in  the  event 
who  are  identified  by  name  and  address  in  the  records  required  to  be  maintained  pursuant  to 
section  130.036,  RSMo,  as  amended  from  time  to  time. 


(11)  No  candidate  or  committee  in  this  state  shall  accept  contributions  from  any  out-of-state 
committee  unless  the  out-of-state  committee  from  whom  the  contributions  are  received  has  filed 
a statement  of  organization  pursuant  to  section  130.021,  RSMo,  as  amended  from  time  to  time, 
or  has  filed  the  reports  required  by  sections  130.049  and  130.050,  RSMo.  as  amended  from  time 
to  time,  whichever  is  applicable  to  that  committee. 
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(12)  Political  action  committees  shall  only  receive  contributions  from  individuals;  unions; 
federal  political  action  committees;  and  corporations,  associations,  and  partnerships  formed 
under  chapters  347  to  360,  RSMo,  as  amended  from  time  to  time,  and  shall  be  prohibited  from 
receiving  contributions  from  other  political  action  committees,  candidate  committees,  political 
party  committees,  campaign  committees,  exploratory  committees,  or  debt  service  committees. 
However,  candidate  committees,  political  party  committees,  campaign  committees,  exploratory 
committees,  and  debt  service  committees  shall  be  allowed  to  return  contributions  to  a donor 
political  action  committee  that  is  the  origin  of  the  contribution. 


(13)  The  prohibited  committee  transfers  described  in  subdivision  (12)  of  this  subsection  shall  not 
apply  to  the  following  committees: 


(a)  The  state  house  committee  per  political  party  designated  by  the  respective  majority  or 
minority  floor  leader  of  the  house  of  representatives  or  the  chair  of  the  state  party  if  the  party 
does  not  have  majority  or  minority  party  status: 

(b)  The  state  senate  committee  per  political  party  designated  by  the  respective  majority  or 
minority  floor  leader  of  the  senate  or  the  chair  of  the  state  party  if  the  party  does  not  have 
majority  or  minority  party  status. 

(14)  No  person  shall  transfer  anything  of  value  to  any  committee  with  the  intent  to  conceal,  from 
the  Missouri  ethics  commission,  the  identity  of  the  actual  source.  Any  violation  of  this 
subdivision  shall  be  punishable  as  follows: 

(a)  For  the  first  violation,  the  Missouri  ethics  commission  shall  notify  such  person  that  the 
transfer  to  the  committee  is  prohibited  under  this  section  within  five  days  of  determining  that  the 
transfer  is  prohibited,  and  that  such  person  shall  notify  the  committee  to  which  the  funds  were 
transferred  that  the  funds  must  be  returned  within  ten  days  of  such  notification; 

(b)  For  the  second  violation,  the  person  transferring  the  funds  shall  be  guilty  of  a class  C 
misdemeanor; 


(c)  For  the  third  and  subsequent  violations,  the  person  transferring  the  funds  shall  be  guilty  of  a 
class  D felony. 

(15)  No  person  shall  make  a contribution  to  a campaign  committee,  candidate  committee, 
continuing  committee,  exploratory  committee,  political  party  committee,  and  political  party  with 
the  expectation  that  some  or  all  of  the  amounts  of  such  contribution  will  be  reimbursed  by 
another  person.  No  person  shall  be  reimbursed  for  a contribution  made  to  any  campaign 
committee,  candidate  committee,  continuing  committee,  exploratory  committee,  political  party 
committee,  and  political  party,  nor  shall  any  person  make  such  reimbursement  expect  as 
provided  in  subdivision  (5)  of  this  subsection. 

(16)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory 
committee,  political  party  committee,  and  political  party  shall  knowingly  accept  contributions 
from: 


(a)  Any  natural  person  who  is  not  a citizen  of  the  United  States; 

(b)  A foreign  government;  or 

(c)  Any  foreign  corporation  that  does  not  have  the  authority  to  transact  business  in  this  state 
pursuant  to  Chapter  347,  RSMo,  as  amended  from  time  to  time. 

(17)  Contributions  from  persons  under  fourteen  years  of  age  shall  be  considered  made  by  the 
parents  or  guardians  of  such  person  and  shall  be  attributed  toward  any  contribution  limits 
prescribed  in  this  chapter.  Where  the  contributor  under  fourteen  years  of  age  has  two  custodial 
parents  or  guardians,  fifty  percent  of  the  contribution  shall  be  attributed  to  each  parent  or 
guardian,  and  where  such  contributor  has  one  custodial  parent  or  guardian,  all  such  contributors 
shall  be  attributed  to  the  custodial  parent  or  guardian. 

(18)  Each  limit  on  contributions  described  in  subdivisions  (1 ),  (2)(a),  and  (2)(b)  of  this 
subsection  shall  be  adjusted  by  an  amount  based  upon  the  average  of  the  percentage  change  over 


a four  year  period  in  the  United  States  Bureau  of  Labor  Statistics  Consumer  Price  Index  for 
Kansas  City,  all  items,  all  consumers,  or  its  successor  index,  rounded  to  the  nearest  lowest 
twenty-five  dollars  and  the  percentage  change  over  a four  year  period  in  the  United  States 
Bureau  of  Labor  Statistics  Consumer  Price  Index  for  St.  Louis,  all  items,  all  consumers,  or  its 
successor  index,  rounded  to  the  nearest  lowest  twenty-five  dollars.  The  first  adjustment  shall  be 
done  in  the  first  quarter  of  2019,  and  then  every  four  years  thereafter.  The  secretary  of  state  shall 
calculate  such  an  adjustment  in  each  limit  and  specify  the  limits  in  rules  promulgated  in 
accordance  with  Chapter  536.  RSMo,  as  amended  from  time  to  time. 


4.  ( 1 ) Notwithstanding  the  provisions  of  subsection  3 of  section  105.957,  RSMo,  as  amended 
from  time  to  time,  any  natural  person  may  file  a complaint  with  the  Missouri  ethics  commission 
alleging  a violation  of  the  provisions  of  section  3 of  this  Article  by  any  candidate  for  elective 
office,  within  sixty  days  prior  to  the  primary  election  at  which  such  candidate  is  running  for 
office,  until  after  the  general  election.  Any  such  complaint  shall  be  in  writing,  shall  state  all  facts 
known  by  the  complainant  which  have  given  rise  to  the  complaint,  and  shall  be  sworn  to.  under 
penalty  of  perjury,  by  the  complainant. 


(2)  Within  the  first  business  day  after  receipt  of  a complaint  pursuant  to  this  section,  the 
executive  director  shall  supply  a copy  of  the  complaint  to  the  person  or  entity  named  in  the 
complaint.  The  executive  director  of  the  Missouri  ethics  commission  shall  notify  the  complainant 
and  the  person  or  entity  named  in  the  complaint  of  the  date  and  time  at  which  the  commission 
shall  audit  and  investigate  the  allegations  contained  in  the  complaint  pursuant  to  subdivision  (3) 
of  this  subsection. 


(3)  Within  fifteen  business  days  of  receipt  of  a complaint  pursuant  to  this  section,  the 
commission  shall  audit  and  investigate  the  allegations  contained  in  the  complaint  and  shall 
determine  by  a vote  of  at  least  four  members  of  the  commission  that  there  are  reasonable  grounds 
to  believe  that  a violation  of  law  has  occurred  within  the  jurisdiction  of  the  commission.  The 
respondent  may  reply  in  writing  or  in  person  to  the  allegations  contained  in  the  complaint  and 
may  state  justifications  to  dismiss  the  complaint.  The  complainant  may  also  present  evidence  in 
support  of  the  allegations  contained  in  the  complaint,  but  such  evidence  shall  be  limited  in  scope 
to  the  allegations  contained  in  the  original  complaint,  and  such  complaint  may  not  be 
supplemented  or  otherwise  enlarged  in  scope. 

(4)  If,  after  audit  and  investigation  of  the  complaint  and  upon  a vote  of  at  least  four  members  of 
the  commission,  the  commission  determines  that  there  are  reasonable  grounds  to  believe  that  a 
violation  of  law  has  occurred  within  the  jurisdiction  of  the  commission,  the  commission  shall 
proceed  with  such  complaint  as  provided  by  sections  105.957  to  105.963,  RSMo.  as  amended 
from  time  to  time.  If  the  commission  does  not  determine  that  there  are  reasonable  grounds  to 
believe  that  such  a violation  of  law  has  occurred,  the  complaint  shall  be  dismissed.  If  a complaint 
is  dismissed,  the  fact  that  such  complaint  was  dismissed,  with  a statement  of  the  nature  of  the 
complaint,  shall  be  made  public  within  twenty-four  hours  of  the  commission's  action. 

(5)  Any  complaint  made  pursuant  to  this  section,  and  all  proceedings  and  actions  concerning 
such  a complaint,  shall  be  subject  to  the  provisions  of  subsection  15  of  section  105.961,  RSMo, 
as  amended  from  time  to  time. 


(61  No  complaint  shall  be  accepted  by  the  commission  within  fifteen  days  prior  to  the  primary  or 
general  election  at  which  such  candidate  is  running  for  office. 

5.  Any  person  who  knowingly  and  willfully  accepts  or  makes  a contribution  in  violation  of  any 
provision  of  section  3 of  this  Article  or  who  knowingly  and  willfully  conceals  a contribution  by 
filing  a false  or  incomplete  report  or  by  not  filing  a required  report  under  Chapter  1 30.  RSMo,  as 
amended  from  time  to  time,  shall  be  held  liable  to  the  state  in  civil  penalties  in  an  amount  of  at 
least  double  and  up  to  five  times  the  amount  of  any  such  contribution. 

6.  ( 1)  Any  person  who  purposely  violates  the  provisions  of  section  3 of  this  Article  is  guilty  of  a 
class  A misdemeanor. 


(2)  Notwithstanding  any  other  provision  of  law  which  bars  prosecutions  for  any  offenses  other 
than  a felony  unless  commenced  within  one  year  after  the  commission  of  the  offense,  any 
offense  under  the  provisions  of  this  section  may  be  prosecuted  if  the  indictment  be  found  or 
prosecution  be  instituted  within  three  years  after  the  commission  of  the  alleged  offense. 

(3)  Any  prohibition  to  the  contrary  notwithstanding,  no  person  shall  be  deprived  of  the  rights, 
guarantees,  protections  or  privileges  accorded  by  sections  130.01 1 to  130.026,  130.031  to 
130.068.  130.072.  and  130.081.  RSMO.  as  amended  from  time  to  time,  by  any  person, 
corporation,  entity  or  political  subdivision. 


7.  As  used  in  this  section,  the  following  terms  have  the  following  meanings; 


(1)  "Appropriate  officer"  or  "appropriate  officers",  the  person  or  persons  designated  in  section 
130.026.  or  any  successor  section,  to  receive  certain  required  statements  and  reports; 

(21  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office.  The  term 
"candidate"  includes  an  elected  officeholder  who  is  the  subject  of  a recall  election,  an  individual 
who  seeks  nomination  by  the  individual's  political  party  for  election  to  public  office,  an 
individual  standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was 
previously  appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined  by  such  individual  at  the  time  the 
individual  meets  the  conditions  described  in  paragraph  (a)  or  (b)  of  this  subdivision,  and  an 
individual  who  is  a write-in  candidate  as  defined  in  subdivision  (26)  of  this  section.  A candidate 
shall  be  deemed  to  seek  nomination  or  election  when  the  person  first: 

(a)  Receives  contributions  or  makes  expenditures  or  reserves  space  or  facilities  with  intent  to 
promote  the  person's  candidacy  for  office;  or 

(b)  Knows  or  has  reason  to  know  that  contributions  are  being  received  or  expenditures  are  being 
made  or  space  or  facilities  are  being  reserved  with  the  intent  to  promote  the  person's  candidacy 
for  office;  except  that,  such  individual  shall  not  be  deemed  a candidate  if  the  person  Files  a 
statement  with  the  appropriate  officer  within  five  days  after  learning  of  the  receipt  of 
contributions,  the  making  of  expenditures,  or  the  reservation  of  space  or  facilities  disavowing  the 
candidacy  and  stating  that  the  person  will  not  accept  nomination  or  take  office  if  elected; 
provided  that,  if  the  election  at  which  such  individual  is  supported  as  a candidate  is  to  take  place 
within  five  days  after  the  person's  learning  of  the  above-specified  activities,  the  individual  shall 
file  the  statement  disavowing  the  candidacy  within  one  day;  or 

(c)  Announces  or  files  a declaration  of  candidacy  for  office. 

(3)  "Cash",  currency,  coin.  United  States  postage  stamps,  or  any  negotiable  instrument  which  can 
be  transferred  from  one  person  to  another  person  without  the  signature  or  endorsement  of  the 
transferor. 


(4)  "Committee",  a person  or  any  combination  of  persons,  who  accepts  contributions  or  makes 
expenditures  for  the  primary  or  incidental  purpose  of  influencing  or  attempting  to  influence  the 
action  of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or  more 
candidates  or  the  qualification,  passage  or  defeat  of  any  ballot  measure  or  for  the  purpose  of 
paving  a previously  incurred  campaign  debt  or  obligation  of  a candidate  or  the  debts  or 
obligations  of  a committee  or  for  the  purpose  of  contributing  funds  to  another  committee. 

(5)  "Committee",  does  not  include: 

(a)  A person  or  combination  of  persons,  if  neither  the  aggregate  of  expenditures  made  nor  the 
aggregate  of  contributions  received  during  a calendar  year  exceeds  five  hundred  dollars  and  if  no 
single  contributor  has  contributed  more  than  two  hundred  fifty  dollars  of  such  aggregate 
contributions; 


(b)  An  individual,  other  than  a candidate,  who  accepts  no  contributions  and  who  deals  only  with 
the  individual's  own  funds  or  property; 

(c)  A corporation,  cooperative  association,  partnership,  proprietorship,  or  joint  venture  organized 
or  operated  for  a primary  or  principal  purpose  other  than  that  of  influencing  or  attempting  to 
influence  the  action  of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or 
more  candidates  or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  and  it  accepts  no 
contributions,  and  all  expenditures  it  makes  are  from  its  own  funds  or  property  obtained  in  the 
usual  course  of  business  or  in  any  commercial  or  other  transaction  and  which  are  not 
contributions  as  defined  by  subdivision  (7)  of  this  section; 

(d)  A labor  organization  organized  or  operated  for  a primary  or  principal  purpose  other  than  that 
of  influencing  or  attempting  to  influence  the  action  of  voters  for  or  against  the  nomination  or 
election  to  public  office  of  one  or  more  candidates,  or  the  qualification,  passage,  or  defeat  of  any 
ballot  measure,  and  it  accepts  no  contributions,  and  expenditures  made  by  the  organization  are 
from  its  own  funds  or  property  received  from  membership  dues  or  membership  fees  which  were 
given  or  solicited  for  the  purpose  of  supporting  the  normal  and  usual  activities  and  functions  ot 
the  organization  and  which  are  not  contributions  as  defined  by  subdivision  (7)  of  this  section; 

(e)  A person  who  acts  as  an  authorized  agent  for  a committee  in  soliciting  or  receiving 
contributions  or  in  making  expenditures  or  incurring  indebtedness  on  behalf  of  the  committee  if 


such  person  renders  to  the  committee  treasurer  or  deputy  treasurer  or  candidate,  if  applicable,  an 
accurate  account  of  each  receipt  or  other  transaction  in  the  detail  required  by  the  treasurer  to 
comply  with  all  record-keeping  and  reporting  requirements;  or 


(f)  Any  department,  agency,  board,  institution  or  other  entity  of  the  state  or  any  of  its 
subdivisions  or  any  officer  or  employee  thereof,  acting  in  the  person's  official  capacity. 

(6)  The  term  "committee"  includes,  but  is  not  limited  to,  each  of  the  following  committees: 
campaign  committee,  candidate  committee,  continuing  committee  and  political  party  committee; 

(a)  "Campaign  committee",  a committee,  other  than  a candidate  committee,  which  shall  be 
formed  by  an  individual  or  group  of  individuals  to  receive  contributions  or  make  expenditures 
and  whose  sole  purpose  is  to  support  or  oppose  the  qualification  and  passage  of  one  or  more 
particular  ballot  measures  in  an  election  or  the  retention  of  judges  under  the  nonpartisan  court 
plan,  such  committee  shall  be  formed  no  later  than  thirty  days  prior  to  the  election  for  which  the 
committee  receives  contributions  or  makes  expenditures,  and  which  shall  terminate  the  later  of 
either  thirty  days  after  the  general  election  or  upon  the  satisfaction  of  all  committee  debt  after  the 
general  election,  except  that  no  committee  retiring  debt  shall  engage  in  any  other  activities  in 
support  of  a measure  for  which  the  committee  was  formed; 

(ft)  "Candidate  committee",  a committee  which  shall  be  formed  by  a candidate  to  receive 
contributions  or  make  expenditures  in  behalf  of  the  person's  candidacy  and  which  shall  continue 
in  existence  for  use  by  an  elected  candidate  or  which  shall  terminate  the  later  of  either  thirty  days 
after  the  general  election  for  a candidate  who  was  not  elected  or  upon  the  satisfaction  of  all 
committee  debt  after  the  election,  except  that  no  committee  retiring  debt  shall  engage  in  any 
other  activities  in  support  of  the  candidate  for  which  the  committee  was  formed.  Any  candidate 
for  elective  office  shall  have  only  one  candidate  committee  for  the  elective  office  sought,  which 
is  controlled  directly  by  the  candidate  for  the  purpose  of  making  expenditures.  A candidate 
committee  is  presumed  to  be  under  the  control  and  direction  of  the  candidate  unless  the 
candidate  files  an  affidavit  with  the  appropriate  officer  stating  that  the  committee  is  acting 
without  control  or  direction  on  the  candidate's  part; 

(c)  "Continuing  committee",  a committee  of  continuing  existence  which  is  not  formed,  controlled 
or  directed  by  a candidate,  and  is  a committee  other  than  a candidate  committee  or  campaign 
committee,  whose  primary  or  incidental  purpose  is  to  receive  contributions  or  make  expenditures 
to  influence  or  attempt  to  influence  the  action  of  voters  whether  or  not  a particular  candidate  or 
candidates  or  a particular  ballot  measure  or  measures  to  be  supported  or  opposed  has  been 
determined  at  the  time  the  committee  is  required  to  file  any  statement  or  report  pursuant  to  the 
provisions  of  this  chapter.  "Continuing  committee"  includes,  but  is  not  limited  to.  any  committee 
organized  or  sponsored  by  a business  entity,  a labor  organization,  a professional  association,  a 
trade  or  business  association,  a club  or  other  organization  and  whose  primary  purpose  is  to 
solicit,  accept  and  use  contributions  from  the  members,  employees  or  stockholders  of  such  entity 
and  any  individual  or  group  of  individuals  who  accept  and  use  contributions  to  influence  or 
attempt  to  influence  the  action  of  voters.  Such  committee  shall  be  formed  no  later  than  sixty  days 
prior  to  the  election  for  which  the  committee  receives  contributions  or  makes  expenditures;  and 

(d)  "Connected  organization",  any  organization  such  as  a corporation,  a labor  organization,  a 
membership  organization,  a cooperative,  or  trade  or  professional  association  which  expends 
funds  or  provides  services  or  facilities  to  establish,  administer  or  maintain  a committee  or  to 
solicit  contributions  to  a committee  from  its  members,  officers,  directors,  employees  or  security 
holders.  An  organization  shall  be  deemed  to  be  the  connected  organization  if  more  than  fifty 
percent  of  the  persons  making  contributions  to  the  committee  during  the  current  calendar  year 
are  members,  officers,  directors,  employees  or  security  holders  of  such  organization  or  their 
spouses. 

(7)  "Contribution",  a payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything  of 
value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election  of  any  candidate  for 
public  office  or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  or  for  the  support  of 
any  committee  supporting  or  opposing  candidates  or  ballot  measures  or  for  paying  debts  or 
obligations  of  any  candidate  or  committee  previously  incurred  for  the  above  purposes.  A 
contribution  of  anything  of  value  shall  be  deemed  to  have  a money  value  equivalent  to  the  fair 
market  value.  "Contribution"  includes,  but  is  not  limited  to: 

(at  A candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other  than 
expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to  the  fding 
for  public  office; 


(b)  Payment  by  any  person,  other  than  a candidate  or  committee,  to  compensate  another  person 
for  services  rendered  to  that  candidate  or  committee; 


(c)  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  advertising  space  in  a 
brochure,  booklet,  program  or  pamphlet  of  a candidate  or  committee  and  the  sale  of  tickets  or 
political  merchandise: 

(d)  Receipts  from  fund-raising  events  including  testimonial  affairs; 

(e)  Any  loan,  guarantee  of  a loan,  cancellation  or  forgiveness  of  a loan  or  debt  or  other  obligation 
by  a third  party,  or  payment  of  a loan  or  debt  or  other  obligation  by  a third  party  if  the  loan  or 
debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  an 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or  obligations  of  a candidate 
or  committee  previously  incurred,  or  which  was  made  or  received  by  a committee; 

(f)  Funds  received  by  a committee  which  are  transferred  to  such  committee  from  another 
committee  or  other  source,  except  funds  received  by  a candidate  committee  as  a transfer  of  funds 
from  another  candidate  committee  controlled  by  the  same  candidate  but  such  transfer  shall  be 
included  in  the  disclosure  reports; 

(g)  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a candidate  or  committee 
without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes  which  is 
made  available  regularly  to  the  public,  including  other  candidates  or  committees,  on  an  equal 
basis  for  similar  purposes  on  the  same  conditions;  and 

(h)  The  direct  or  indirect  payment  by  any  person,  other  than  a connected  organization,  of  the 
costs  of  establishing,  administering,  or  maintaining  a committee,  including  legal,  accounting  and 
computer  services,  fund  raising  and  solicitation  of  contributions  for  a committee. 

(8)  "Contribution"  does  not  include: 

( a)  Ordinary  home  hospitality  or  services  provided  without  compensation  by  individuals 
volunteering  their  time  in  support  of  or  in  opposition  to  a candidate,  committee  or  ballot 
measure,  nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given; 

(b)  An  offer  or  tender  of  a contribution  which  is  expressly  and  unconditionally  rejected  and 
returned  to  the  donor  within  ten  business  days  after  receipt  or  transmitted  to  the  state  treasurer; 

(c)  Interest  earned  on  deposit  of  committee  funds;  or 

(d)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (4)  of 
subsection  5 of  section  130.021,  RSMo,  as  amended  from  time  to  time,  for  establishing, 
administering  or  maintaining  a committee,  or  for  the  solicitation  of  contributions  to  a committee 
which  solicitation  is  solely  directed  or  related  to  the  members,  officers,  directors,  employees  or 
security  holders  of  the  connected  organization. 

(9)  "County",  any  one  of  the  several  counties  of  this  state  or  the  city  of  St.  Louis. 

(10)  "Disclosure  report",  an  itemized  report  of  receipts,  expenditures  and  incurred  indebtedness 
which  is  prepared  on  forms  approved  by  the  Missouri  ethics  commission  and  filed  at  the  times 
and  places  prescribed. 

(11)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office,  to  retain  or  recall  an  elected  officeholder  or  to  submit  a ballot  measure  to  the 
voters,  and  any  caucus  or  other  meeting  of  a political  party  or  a political  party  committee  at 
which  that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(12)  "Expenditure",  a payment,  advance,  conveyance,  deposit,  donation  or  contribution  of 
money  or  anything  of  value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election 
of  any  candidate  for  public  office  or  the  qualification  or  passage  of  any  ballot  measure  or  for  the 
support  of  any  committee  which  in  turn  supports  or  opposes  any  candidate  or  ballot  measure  or 
for  the  purpose  of  paving  a previously  incurred  campaign  debt  or  obligation  of  a candidate  or  the 
debts  or  obligations  of  a committee;  a payment,  or  an  agreement  or  promise  to  pay,  money  or 
anything  of  value,  including  a candidate's  own  money  or  property,  for  the  purchase  of  goods, 
services,  property,  facilities  or  anything  of  value  for  the  purpose  of  supporting  or  opposing  the 
nomination  or  election  of  any  candidate  for  public  office  or  the  qualification  or  passage  of  any 
ballot  measure  or  for  the  support  of  any  committee  which  in  turn  supports  or  opposes  any 
candidate  or  ballot  measure  or  for  the  purpose  of  paying  a previously  incurred  campaign  debt  or 
obligation  of  a candidate  or  the  debts  or  obligations  of  a committee.  An  expenditure  of  anything 


of  value  shall  be  deemed  to  have  a money  value  equivalent  to  the  fair  market  value. 
"Expenditure"  includes,  but  is  not  limited  to: 


(a)  Payment  by  anyone  other  than  a committee  for  services  of  another  person  rendered  to  such 
committee: 

(b)  The  purchase  of  tickets,  goods,  services  or  political  merchandise  in  connection  with  any 
testimonial  affair  or  fund-raising  event  of  or  for  candidates  or  committees,  or  the  purchase  of 
advertising  in  a brochure,  booklet,  program  or  pamphlet  of  a candidate  or  committee: 

(c)  The  transfer  of  funds  by  one  committee  to  another  committee:  and 

(d)  The  direct  or  indirect  payment  by  any  person,  other  than  a connected  organization  for  a 
committee,  of  the  costs  of  establishing,  administering  or  maintaining  a committee,  including 
legal,  accounting  and  computer  services,  fund  raising  and  solicitation  of  contributions  for  a 
committee. 


(13)  "Expenditure"  does  not  include: 

(a)  Any  news  story,  commentary  or  editorial  which  is  broadcast  or  published  by  any 
broadcasting  station,  newspaper,  magazine  or  other  periodical  without  charge  to  the  candidate  or 
to  any  person  supporting  or  opposing  a candidate  or  ballot  measure: 

(b)  The  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
defeat  of  a candidate  or  candidates  or  the  passage  or  defeat  of  a ballot  measure  or  measures  to  its 
directors,  officers,  members,  employees  or  security  holders,  provided  that  the  cost  incurred  is 
reported  pursuant  to  subsection  2 of  section  130.051,  RSMo,  as  amended  from  time  to  time: 

(c)  Repayment  of  a loan,  but  such  repayment  shall  be  indicated  in  required  reports: 

(d)  The  rendering  of  voluntary  personal  services  by  an  individual  of  the  sort  commonly 
performed  by  volunteer  campaign  workers  and  the  payment  by  such  individual  of  the  individual's 
necessary  and  ordinary  personal  expenses  incidental  to  such  volunteer  activity,  provided  no 
compensation  is,  directly  or  indirectly,  asked  or  given: 

(e)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (4)  of 
subsection  5 of  section  130.021,  RSMo,  as  amended  from  time  to  time,  for  establishing, 
administering  or  maintaining  a committee,  or  for  the  solicitation  of  contributions  to  a committee 
which  solicitation  is  solely  directed  or  related  to  the  members,  officers,  directors,  employees  or 
security  holders  of  the  connected  organization:  or 

( f)  The  use  of  a candidate's  own  money  or  property  for  expense  of  the  candidate's  personal  food, 
lodging,  travel,  and  payment  of  any  fee  necessary  to  the  filing  for  public  office,  if  such  expense 
is  not  reimbursed  to  the  candidate  from  any  source. 

(14)  "Exploratory  committees",  a committee  which  shall  be  formed  by  an  individual  to  receive 
contributions  and  make  expenditures  on  behalf  of  this  individual  in  determining  whether  or  not 
the  individual  seeks  elective  office.  Such  committee  shall  terminate  no  later  than  December 
thirty-first  of  the  year  prior  to  the  general  election  for  the  possible  office. 

(15)  "Fund-raising  event",  an  event  such  as  a dinner,  luncheon,  reception,  coffee,  testimonial, 
rally,  auction  or  similar  affair  through  which  contributions  are  solicited  or  received  by  such 
means  as  the  purchase  of  tickets,  payment  of  attendance  fees,  donations  for  prizes  or  through  the 
purchase  of  goods,  services  or  political  merchandise. 

(16)  "In-kind  contribution"  or  "in-kind  expenditure",  a contribution  or  expenditure  in  a form 
other  than  money. 


(17)  "Labor  organization",  any  organization  of  any  kind,  or  any  agency  or  employee 
representation  committee  or  plan,  in  which  employees  participate  and  which  exists  for  the 
purpose,  in  whole  or  in  part,  of  dealing  with  employers  concerning  grievances,  labor  disputes, 
wages,  rates  of  pay,  hours  of  employment,  or  conditions  of  work. 

( 1 8)  "Loan",  a transfer  of  money,  property  or  anything  of  ascertainable  monetary  value  in 
exchange  for  an  obligation,  conditional  or  not,  to  repay  in  whole  or  in  part  and  which  was 
contracted,  used,  or  intended  for  use  in  an  election  campaign,  or  which  was  made  or  received  by 
a committee  or  which  was  contracted,  used,  or  intended  to  pay  previously  incurred  campaign 
debts  or  obligations  of  a candidate  or  the  debts  or  obligations  of  a committee. 


(19)  "Person8 * * 11,  an  individual,  group  of  individuals,  corporation,  partnership,  committee., 
proprietorship,  joint  venture,  any  department,  agency,  board,  institution  or  other  entity  of  the 
state  or  any  of  its  political  subdivisions,  union,  labor  organization,  trade  or  professional  or 
business  association,  association,  political  party  or  any  executive  committee  thereof,  or  any  other 
club  or  organization  however  constituted  or  any  officer  or  employee  of  such  entity  acting  in  the 
person’s  official  capacity. 

(20)  "Political  action  committee",  a committee  of  continuing  existence  which  is  not  formed, 
controlled  or  directed  by  a candidate,  and  is  a committee  other  than  a candidate  committee, 
political  party  committee,  campaign  committee,  exploratory  committee,  or  debt  service 
committee,  whose  primary  or  incidental  purpose  is  to  receive  contributions  or  make  expenditures 
to  influence  or  attempt  to  influence  the  action  of  voters  whether  or  not  a particular  candidate  or 
candidates  or  a particular  ballot  measure  or  measures  to  be  supported  or  opposed  has  been 
determined  at  the  time  the  committee  is  required  to  file  any  statement  or  report  pursuant  to  the 
provisions  of  this  chapter.  Such  a committee  includes,  but  is  not  limited  to,  any  committee 
organized  or  sponsored  by  a business  entity,  a labor  organization,  a professional  association,  a 
trade  or  business  association,  a club  or  other  organization  and  whose  primary  purpose  is  to 
solicit,  accept  and  use  contributions  from  the  members,  employees  or  stockholders  of  such  entity 
and  any  individual  or  group  of  individuals  who  accept  and  use  contributions  to  influence  or 
attempt  to  influence  the  action  of  voters.  Such  committee  shall  be  formed  no  later  than  sixty  days 
prior  to  the  election  for  which  the  committee  receives  contributions  or  makes  expenditures. 

(21)  "Political  merchandise",  goods  such  as  bumper  stickers,  pins,  hats,  ties,  jewelry,  literature, 
or  other  items  sold  or  distributed  at  a fund-raising  event  or  to  the  general  public  for  publicity  or 
for  the  purpose  of  raising  funds  to  be  used  in  supporting  or  opposing  a candidate  for  nomination 
or  election  or  in  supporting  or  opposing  the  qualification,  passage  or  defeat  of  a ballot  measure. 

(22)  "Political  party",  a political  party  which  has  the  right  under  law  to  have  the  names  of  its 
candidates  listed  on  the  ballot  in  a general  election. 

(23)  "Political  party  committee”,  a state,  district,  county,  city,  or  area  committee  of  a political 
party,  as  defined  in  section  1 15.603,  RSMo,  as  amended  from  time  to  time,  which  may  be 
organized  as  a not-for-profit  corporation  under  Missouri  law,  and  which  committee  is  of 
continuing  existence,  and  has  the  primary  or  incidental  purpose  of  receiving  contributions  and 
making  expenditures  to  influence  or  attempt  to  influence  the  action  of  voters  on  behalf  of  the 
political  party. 

(24)  "Public  office"  or  "office",  any  state,  judicial,  county,  municipal,  school  or  other  district, 
ward,  township,  or  other  political  subdivision  office  or  any  political  party  office  which  is  filled 
by  a vote  of  registered  voters. 

(25)  "Write-in  candidate",  an  individual  whose  name  is  not  printed  on  the  ballot  but  who 
otherwise  meets  the  definition  of  candidate  in  subdivision  (2)  of  this  section. 

8,  The  provisions  of  this  section  are  self-executing.  All  of  the  provisions  of  this  section  are 

severable.  If  any  provision  of  this  section  is  found  by  a court  of  competent  jurisdiction  to  be 

unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be 

and  remain  valid. 


RECEIVED 

NOV  0 6 20W 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 

November  6,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


16-031 


James  C.  Kirkpatrick 
State  Information  Center 

IS73I  7K1  -4036 


Jason  Kander 

Secretary  of  state 
State  of  Missouri 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a proposed  constitutional  amendment  to 

Article  I (2016-001) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  November  5,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


cc:  Hon.  Chris  Roster 

Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  • Jefferson  City  65101 
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bounty 

Page  No. 


It  is  a class  A misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.  to  the  contrary,  for  a term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative 
petition  with  any  name  odwMlwmWs _prheirpwn|.or!Ki^iwingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same 
election,  or  to  sign  a peti two  wile rr  s\ich  person  knows  ne  or  she  is  not  a registered  voter. 


i 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  8,h  day  of  November,  2016,  and  each  for 
himself  or  herself  says:  I have  personally  signed  this  petition;  I am  a registered  voter  of  the  state  of  Missouri  and 

County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I live  are  correctly  written  after  my  name. 


[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 

, being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Dale 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)  (City.  Town  or  Village) 

Zip 

Code 

Cong. 

Dist. 

NAME 

(Printed  or  Typed) 

1. 

/ 

/ 

2. 

/ 

/ 

3. 

/ 

/ 

4. 

/ 

/ 

5. 

/ 

/ 

6. 

/ 

/ 

7. 

/ 

/ 

8. 

/ 

/ 

9. 

/ 

/ 

10. 

/ 

/ 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a registered 
voter  of  the  state  of  Missouri  and County. 


FURTHERMORE  I HEREBY  SWEAR  OR  AFFIRM  UNDER  PENALTY  OF  PERJURY  THAT  ALL  STATEMENTS 
MADE  BY  ME  ARE  TRUE  AND  CORRECT  AND  THAT  I HAVE  NEVER  BEEN  CONVICTED  OF,  FOUND  GUILTY 
OF,  OR  PLED  GUILTY  TO  ANY  OFFENSE  INVOLVING  FORGERY. 

I am  at  least  18  years  of  age.  I do do  not (check  one)  expect  to  be  paid  for  circulating  this  petition.  If  paid,  list  the 

payer — 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of , A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri--  Sections  9,  10,  14,  15,  31  & 32  of  Article  I;  Sections  36,  39  & 39(a)  of  Article  III;  Sections  7,  12,  15,  22,  23,  27(a) 
& 48  of  Article  IV;  Sections  14,  18  & 24  of  Article  V;  Section  1 8(d)  of  Article  VI;  Section  1 and  4 of  Article  VII;  Sections  2 of 
Article  VIII;  Sections  3(a),  7,  and  9(b)  of  Article  IX;  Sections  I,  2,  3,  4(a),  6,  10(b),  17,  18,  18(e),  19,  20  & 24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  to  be  known  as  Article  I,  Section  36  and  to  read  as  follows: 

35(a)  I . Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

(1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers; 

(2)  To  elim  inate  the  problems  caused  by  the  prohibition  and  uncontrol  led  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  marijuana  by  individuals  who  are  suffering  from  a medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  substance  abuse  and  underage  drug  use  prevention  programs,  for  veterans’  services,  and  for 
the  division  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a manner  separate  and  apart  from  the  regulation  of  marijuana; 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twenty- 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7 of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will; 

(1)  Prevent  the  distribution  of  marijuana  to  persons  under  twenty-one  years  of  age; 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states; 

(4)  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana; 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  advertisement  of  marijuana,  marijuana  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty-one  years  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

(1)  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products. 
marijuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a government  subdivision  or  agency, 

(6)  "Expungeable  marijuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
extracts,  or  marijuana  paraphernalia;  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  the  time  of  the  offense. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a product,  a sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a willing  seller  would  accept  and  a willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Six  marijuana  plants  and  twelve  ounces  of  usable  marijuana; 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

(c)  Twenty  ounces  of  marijuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabjnoL 

(10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  Riygn^or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 

(a)  A marijuana  license:  or 

(b)  A license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


Q2]  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  maniuana^v~l 
Paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
PMil^L^ri^inj^^h^gpendently  by  means  of  chemical  synthesis,  or  by  a combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

QJ)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

Q4)  " Marijuana  extract"  means  a product  obtained  by  separating  resins  from  marijuana  by  solvent  extraction. 

usm^soj^ntsothgiithan  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane,  isopropyl  alcohol, 
ethanol,  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production. 
processing,  transportation,  or  delivery  of  marijuana,  marijuana  p roducts,  marijuana  extracts,  or  mariju  ana  paraphernali  a . 

(16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing. 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
i ntroducing  into  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

(17)  " Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
h u man  consumption.  Marijuana  products  does  not  mean  marijuana  by  itself,  or  a marijuana  extract  by  itself. 

(18)  " Marijuana  retailer"  means  a person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lo bbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actu a| 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  u nder  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  marijuana  flowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5.  Except  as  otherwise  provided  in  this  section,  no  state  law  shall: 

(1)  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older; 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older; 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp;  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5 of  this  section,  a state  law  may: 

(1)  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  marijuana  extracts  into  and 
from  this  state; 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  marijuana,  marijuana 
products,  and  marijuana  extracts  in  or  on,  or  within  one  thousand  feet  of,  real  property  comprising  a public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age; 

(3)  Prohibit  the  operation  of  a vehicle,  watercraft,  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  marijuana; 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction; 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7 of  this  section; 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  marijuana  produced  in  this  state  at  a rate  of  twenty- 
five  percent  of  the  purchase  price. 

7.  Subject  to  the  provisions  of  subsection  8 of  this  section,  on  or  before  June  1,  2017,  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  labelling,  manufacturing,  production,  processing,  transportation, 
delivery,  possession,  and  use  of  marijuana,  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but 
not  limited  to  rules,  regulations,  and  laws  that: 

(1)  Require  a person  to  obtain  a marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  subdivision  (7)  of  subsection  6 of  this  section; 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  marijuana,  marij  uana  products,  marijuana  extracts,  and  marijuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  divisionjCLgarry 
out  the  division’s  obligations  under  such  laws,  including  a reserve  fund  to  maintain  a reasonable  working__cash_bajancg 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty  percent;  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty  percent;  (iii)  for 
substance  abuse  programs  and  prevention  of  underage  drug  use,  twenty  percent;  (iv)  for  services  to  Missouri  military 
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veterans,  fifteen  percent;  (v)  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  ' 


fifteen  percent;  and  (vi)  for  cities  and  counties,  ten  percent  and 

(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  subdivision  7 

of  subsection  6 of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace 

existing  funding. 

(6)  Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a person  other  than  a licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a misdemeanor  for  any  second  or  subsequent  violation. 

(7)  Require  accurate  labeling  of  marijuana,  marijuana  products,  or  marijuana  extracts,  disclosing  the  amount  of 
THC  contained  therein. 

(8)  Regulate  the  amount  of  THC  in  a marijuana  product  or  marijuana  extract. 

8.  No  state  law  or  combination  of  state  laws  shall: 

(1)  Except  for  the  tax  provided  in  subdivision  (7)  of  subsection  6 of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  im posed  on  other  products  generally; 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a person  other  than  a licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Sjx  marijuana  plants  and  twelve  ounces  of  usable  marijuana; 

(bj  Sixteen  ounces  of  marijuana  products  in  solid  form; 

(c)  Twenty  ounces  of  marijuana  products  in  liquid  form;  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a county  may  be 
limjtedjo  no  fewer  than  one  marijuana  retailer  per  every  10,000  inhabitants,  or  any  portion  thereof,  in  such  county,  according 
to  the  most  recent  census  of  the  United  States; 

(4)  Limit  the  number  of  marijuana  licenses  that  may  be  granted  to  or  held  by  the  same  person; 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  marijuana  licenses; 

(6)  Prohibit  a person  from  being  granted  or  holding  a marijuana  license  because  the  person  or  any  individual 
who  owns  a direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a resident  of  this  state; 

(7)  Prohibit  a person  from  being  granted  or  holding  a marijuana  license  because  the  person  or  any  individual 
who  owns  a direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungeable 
marijuana  offense  in  subdivision  (1)  or  (2)  of  subsection  (1 4)  of  this  section;  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia; 

(9)  Require  a consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  from  a licensed  marijuana  retailer; 

(IQ)  RequirejmJndividual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  ol  age  or  older 
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(a)  The  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a licensed  marijuana  retailer;  or 

(b)  The  marijuana  or  marijuana  products  were  manufactured  or  processed  by  a person  without  a license 
in  accordance  with  subdivision  (123  of  this  subsection; 

(1 1 ) Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older; 

(12)  Require  a person  twentv-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  marijuana  products  at  a household  for  noncommercial  personal  use  if  the  aggregate  amounts  of such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits,  oj 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be 
manufactured  without  a license  under  subdivision  (12)  of  this  subsection  may  not  exceed  a misdemeanor,  punishable  by  a fine 
of  not  more  than  one  thousand  dollars,  or  bv  imprisonment  in  the  county  jail  for  a term  not  exceeding  one  year,or  by_bpth_such 
fine  and  jail  sentence;  or 

(14)  Make  the  ownershipj)r  operation  of  a licensed  business  that  manufactures,  prod u^e^^Lde livers manjuanaj 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a prudent  business  person  to  organize  or  conduct  the  business, 

9 On  or  before  June  I,  2017,  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 

laws,  that:  .. 

( 1 ) Permitjnd ividuals  with  ajngdjcal  condition  who  may  benefit  from  the  medical  use  of  man)uana^jmanjuana 

products,  and  marijuana  extracts  to  be  able  to  discuss  freelv  with  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor’s  professional  advice; 

(2)  Permit  individuals  suffering  from  a medical  condition  to  be  allowedjo  use  marijuana,  marijuana  products^ 
and  marijuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provjdg 
a medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

(3)  Provide  that  nojndividual  under  eighteen  years  of  age  shall  be  allowed  to  use  marijuana,  marijuana  products, 
or  marijuana  extracts  for  medical  purposes  unless  the  individual’s  custodial  parent  or  legal  guardian  with  responsibility  forthe 
individual’s  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  may  be  subjected  to  any  criminal  or  civil  penalty,or_toany  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

(1)  Advising  a person  whom  the  doctor  has  diagnosed  as  having  a medical  condition,  or  a person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the  _ 
medical  use  of  marijuana  mav  mitigate  the  symptoms  or  effects  of  the  person’s  medical  condition,  provided  the  advice  is  bas_gd 
on  the  doctor’s  personal  assessment  of  the  person’s  medical  history  and  current  medical  conditiongor 

(2)  Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

1 1 The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 

with  this  section.  ...  . , ,u„,  -.-a 

12,  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 

inconsistent  with  this  section.  . 

13  The  general  assembly  mav  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery_o 

industrial  hemp. 

14  Convictions  of  marijuana  offenses  shall  be  expungeable  as  follows:  .. 

m An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  mari)uanajfrU.nsg, 

and  who  was  twentv-one  years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the,  cgurtjn  wh.ch  he  or_sheyyas 


sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  It  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeable  marijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  he  entitled  to  erne  or  more  expungements  pursuant  to  this  subdivision  (J). 

(2)  After  a period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  any  expungeable  marijuana  offense  for  the  first  time,  and  whojwas  under  twenty-one  years  of  age  at  the  time  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  offense,  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  triafand  convictjon.Jf 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement, 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  offense 
that  is  not  expungeable  under  subdivisions  (H  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  triafand  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
to  one  or  more  expungements  pursuant  to  this  subdivision  (3). 

(4)  The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  o.r  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  A person  imprispned  solely  as  a result 
of  one  or  more  expungeable  marijuana  offenses  that  are  expunged  shall  be  released  from  prison  immediately  upon  the  issuancg 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a false  statement  by  reasonof  his  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response  to  .any  inquiry  made  of  him  or 
her  for  anv  purpose  whatsoever. 

15  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing.  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  js_prohibited  by  federal  law, 

1 6.  Nothingjn  this  section  shall  be  construed: 

Q)  To  amend  or  affect  in  anv  wav  any  state  or  federal  law  pertaining  to  emp  loym  enfm afters ; 

(2)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters; 

(3)  To  amend  or  affect  in  any  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lcssee  ot  real 

property  or  any  other  person  who  has  a legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 

possession,  or  use  of  marijuana  on  such  real  property;  . 

( 4 ) To  amend  or  affect  in  anv  wav  any  state  law  pertaining  to  the  operation  of  a vehicle,  watercraft,  aircraft, 

railroad  train,  or  any  similar  device  while  using  or  under  the  influence  of  marijuana, 

(5)  To  require  a person  to  violate  a federal  law;  or 

(6)  To  exempt  a person  from  a federal  law  or  obstruct  the  enforcement  of  a federal  law. 

1 7.  If  any  subsections,  subdivisions,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,,  vojd,  .or  ,1  legal,  either 

on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  subdivisions, 
phrases  and  words  of  this  section  shall  not  be  affected.  To  that  end,  thesubsections,  subdivisions,  phrases,  and  words  ot  this 
section  are  intended  to_be  severable.  Itis  hereby  declared  to  be  the  Intent  of  this  section  Jhateachand  every:  subsection, 
subdivision"  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections, 
subdivisions,  phrases,  or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal  ......  ... 

1 8 The  provisions  of  subsections  2,  3, 4,  6,  7,9,10,11 ,12,13,14,  15,16,1.7,  andj  8 of  thiysectjon  and  subdivisions  (1), 
(2)  and  (5)  of  subsection  5 of  this  section  shall  become  effective  on  January  1 ,2017.  3 he  provisions  of  subsections  1 and  8_o_f 
this  section  and  subdivisions  (3)  and  (4)  of  subsection  5 of  this  section  shall  become  effective  on  June  1,2017.  All  state. laws 
that  are  inconsistent  with  any  provision  of  subdivision  ( I ),  (2),  or  (5)  of  subsection  5 of  this  sect.on  shall  no  longer  remain  m 
full  force  and  effect  on  andafter  January  1,2017.  AH  state  laws  that  are  inconsistent  with  any  provision  of  subsecfipnsj  orj 
of  this  section  or  subdivision  HI  or  (41  of  subsection  5 of  this  section  shall  no  longer  remain  in  juft  force  and  effect  on  and  at  e 
June  1 , 20 1 7.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


